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POOR DEMAND HITS INVESTMENTS BY PRIVATE SECTOR IN Q3

 
Context 
 The October-December quarter (Q3) of the 2024- 25 fiscal year witnessed a decline in new 

investment plans by India's private sector. This decline is aƩributed to weakened domesƟc demand, 
rising inflaƟon, and increased input costs. Despite this, public investments, parƟcularly by State 
governments, grew significantly, driving overall investment growth. 

TATHASTU IC
S



 

 

Background 

 Economic Environment: The global and domesƟc economies are grappling with inflaƟonary 
pressures, supply chain disrupƟons, and fluctuaƟng input costs, which have contributed to cauƟous 
spending by private players. 

 Private Sector Role: TradiƟonally, private investments are a key driver of economic growth, creaƟng 
jobs and boosƟng producƟvity. 

 Government Role: Public investments, especially capital expenditure (capex) by State and Central 
governments, are oŌen employed to sƟmulate the economy during periods of subdued private sector 
acƟvity. 

 

Meaning 

 Decline in Private Investments: A 1.4% fall in private investment from Q2 signals reduced business 
confidence and financial prudence among domesƟc players due to concerns over costs and growth. 

 Public Investment Surge: A sharp 34.6% increase in State government capex underscores efforts to 
counterbalance private sector lethargy. 

 Overall Growth: Despite private sector setbacks, the economy saw a 9.9% increase in fresh 
investments, highlighƟng the pivotal role of government spending. 

 

Impact 

1. On the Economy: 

○  The decline in private investments could slow down job creaƟon and industrial growth in the 
short term.  

○  Increased public investments might temporarily boost economic acƟvity, parƟcularly in 
infrastructure and social sectors. 

2. On Industries: 

○  Sectors reliant on domesƟc private investments, such as manufacturing and real estate, may face 
delays in project execuƟon and expansion. 

○  Infrastructure-related industries may benefit from government-led capex growth. 

3. On Consumer Demand: 

○  Weak domesƟc demand could persist, dampening overall economic momentum. 

 

Consequences 

 Short-Term: 

○  Reduced private sector growth could lead to increased reliance on government spending. 

○  InflaƟonary pressures might further deter private investment. 

 Long-Term: 
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○  A prolonged private sector slowdown may hinder sustainable economic growth. ○ If government 
spending cannot crowd in private investment, fiscal imbalances might emerge. 

 

Way Forward 

1. Policy Measures: 

○  Introduce incenƟves for private investment, such as tax breaks and interest subsidies. 

○  Address inflaƟonary pressures to reduce input costs. 

2. Demand SƟmulaƟon: 

○  Increase disposable income through targeted subsidies and tax reducƟons. 

○  Encourage consumer spending by reducing GST rates on essenƟal goods and services. 

3. Infrastructure Push: 

○  UƟlize government investments to improve logisƟcs, connecƟvity, and industrial corridors. 

4. Ease of Doing Business: 

○  Simplify regulatory frameworks to aƩract domesƟc and foreign private players. 

 

SOLVE MCQ 

Q.1  Which of the following correctly explains the impact of the October-December quarter (Q3) of the 
2024-25 fiscal year on India's investment trends? 

(a) Private investments surged due to robust domesƟc demand and stable inflaƟon. 

(b) Public investments, parƟcularly by State governments, saw a sharp increase, compensaƟng for 
the decline in private sector investments. 

(c) The overall investment growth declined due to both private and public sector spending 
reducƟons. 

(d) Weak public spending led to a decline in overall economic acƟvity and infrastructure 
development. 

Answer: (b) Public investments, particularly by State governments, saw a sharp increase, compensating for 
the decline in private sector investments. 

Explanation: 

 The October-December quarter (Q3) of the 2024-25 fiscal year witnessed a 1.4% decline in private 
sector investments due to weak domesƟc demand, rising inflaƟon, and increased input costs. 

 However, State government capital expenditure (capex) grew by 34.6%, driving an overall investment 
growth of 9.9%. 

 This underscores the government's role in counterbalancing private sector lethargy, especially during 
challenging economic condiƟons. 

 Hence, public investments compensated for private sector setbacks, ensuring posiƟve overall 
investment growth. 
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RECASTING INSOLVENCY RESOLUTION 

 
Context 
 The Insolvency and Bankruptcy Code (IBC), introduced in 2016, marked a turning point in India's 

economic reforms. It aimed to address insolvency issues in a Ɵme-bound and structured manner, 
thereby improving India's business environment and holding defaulters accountable. However, recent 
developments, including a Supreme Court judgment in the Jet Airways case, have highlighted 
systemic deficiencies that warrant urgent aƩenƟon. 
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Background 

 CreaƟon of the IBC: The IBC was introduced to replace a fragmented framework for insolvency 
resoluƟon with a unified code. It was seen as a cornerstone for improving ease of doing business in 
India. 

 Role of NCLT and NCLAT: The NaƟonal Company Law Tribunal (NCLT) and its appellate body, the 
NCLAT, are pivotal in implemenƟng the IBC. 

 Current Challenges: InsƟtuƟonal inefficiencies, procedural delays, and capacity issues have emerged 
as major barriers to the IBC's success. 

 

Meaning and Significance 

 Economic Reform: The IBC is central to cleaning up India's financial ecosystem, facilitaƟng credit flow, 
and aƩracƟng foreign investment. 

 Legal Milestone: The code signifies a shiŌ towards creditor-driven resoluƟon rather than debtor 
protecƟon. 

 InsƟtuƟonal Impact: The performance of NCLT and NCLAT reflects on India's judicial infrastructure 
and its ability to handle modern economic challenges. 

 

Impact & Consequences 

 Delays in ResoluƟon 

o Extended Timelines: The average resoluƟon Ɵme increased to 716 days in FY2023-24, far 
exceeding the mandated 330 days. 

o Economic Costs: Prolonged insolvency cases erode the value of distressed assets and deter 
potenƟal investors. 

 InsƟtuƟonal Strain 

o Limited Capacity: With only 63 members managing both IBC cases and those under the 
Companies Act, the tribunals face a heavy workload. 

o OperaƟonal Inefficiencies: Non-adherence to full working days and lack of urgent lisƟng systems 
exacerbate delays. 

 Judicial Integrity Concerns 

o Non-compliance with Higher Court Orders: Instances of NCLT and NCLAT members disregarding 
Supreme Court direcƟves undermine judicial hierarchy. 

o Lack of ExperƟse: The absence of domain knowledge among members hampers effecƟve 
decision-making in complex cases. 

 Economic Repercussions 

o Investor SenƟment: Procedural inefficiencies and delays tarnish India’s image as an investment-
friendly desƟnaƟon. 

o Financial Sector Risks: Delayed resoluƟons increase non-performing assets (NPAs) and weaken 
creditor confidence. 
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Way Forward 

 Strengthening InsƟtuƟonal Capacity 

o Specialized Appointments: Recruit tribunal members with domain experƟse in finance and law. 

o Infrastructure Development: Expand tribunal benches and ensure fully funcƟonal courtrooms 
with adequate support staff. 

 Process Reforms 

o Streamline Procedures: Avoid mandatory hearings for progress reports and non-essenƟal 
applicaƟons. 

o Hybrid Model: Create specialized benches for categories such as mergers, amalgamaƟons, and 
insolvency cases. 

 AlternaƟve Dispute Mechanisms 

o Mandatory MediaƟon: Introduce mediaƟon as a precondiƟon for filing insolvency applicaƟons. 

o ArbitraƟon and ConciliaƟon: Use these methods to reduce the burden on tribunals. 

 Adherence to Timelines 

o Strict Enforcement: Penalize unjusƟfied delays by tribunals. 

o Technological IntegraƟon: Implement digital case management systems to track progress and 
ensure accountability. 

 InsƟtuƟonal Integrity 

o Accountability Measures: Establish mechanisms to address non-compliance by tribunal 
members. 

o Training Programs: Provide regular training on insolvency law and case management for tribunal 
members and staff. 

 

SOLVE MCQ 

Q.2  With reference to the Insolvency and Bankruptcy Code (IBC) in India, consider the following 
statements: 

1. The IBC was introduced to replace a fragmented insolvency resoluƟon framework with a unified, 
Ɵme-bound process. 

2. The NCLT and NCLAT are responsible for resolving insolvency cases as well as all civil and criminal 
cases in India. 

3. Delays in the resoluƟon of insolvency cases under the IBC have surpassed the mandated 330-day 
Ɵmeline, increasing the average resoluƟon period to over 700 days. 

Which of the statements given above is/are correct? 

(a) 1 and 3 only 

(b) 1 and 2 only 

(c) 2 and 3 only 

(d) 1, 2 and 3 
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Answer: (a) 1 and 3 only 

Explanation: 

 Statement 1 is correct: The IBC, introduced in 2016, replaced the fragmented insolvency framework 
with a unified and structured mechanism, aiming to resolve insolvency cases within a defined 
Ɵmeline. 

 Statement 2 is incorrect: The NCLT and NCLAT are specialized tribunals that deal with cases under 
the IBC and Companies Act but do not handle all civil and criminal cases in India. 

 Statement 3 is correct: The average resoluƟon Ɵme for insolvency cases has increased to 716 days in 
FY2023-24, exceeding the mandated 330-day Ɵmeline, leading to significant delays and economic 
costs. 
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WHAT DID THE ILO REPORT STATE ABOUT INTERNATIONAL MIGRANTS? 

 
 

Context 
 The InternaƟonal Labour OrganizaƟon (ILO) released the fourth ediƟon of its Global EsƟmates on 

InternaƟonal Migrant Workers in 2022. 
 The report focuses on the contribuƟons of InternaƟonal Migrants (IMs) to global economic growth, 

primarily through labor market parƟcipaƟon and remiƩances. 

 
Background 
 Migrants have historically contributed to labor markets in host naƟons while supporƟng their home 

economies through remiƩances. 
 The ILO has been compiling data on internaƟonal migrants since 2015, providing insights into their 

demographic distribuƟon, employment paƩerns, and economic roles. 
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Key Findings 
 Global Labour Force Share 

• In 2022, internaƟonal migrants consƟtuted 4.7% (167.7 million) of the global labor force, marking 
an increase of over 30 million since 2013. 

• Of these, 155.6 million were employed, and 12.1 million were unemployed. 
 Gender Disparity 

• A higher proporƟon of male internaƟonal migrants (61.3%) were employed compared to female 
migrants (38.7%). 

• The share of IM men in global male employment was 4.7%, while for women it was slightly lower 
at 4.4%. 

• The smaller representaƟon of women is linked to their lower share in the total internaƟonal 
migrant populaƟon. 

 Age Demographics 
• Prime-age adults (25-54 years): ConsƟtuted 74.9% (125.6 million) of IM workers. 
• Youth (15-24 years): Made up 9.3% (15.5 million). 
• Older workers (55-64 years): Represented 12.5%, and those above 65 accounted for 3.4%. 

 Employment Sectors 
• Services Sector: Dominated by IMs (68.4%), with women comprising a larger share (80.7%) 

compared to men (60.8%). 
• Industry: IMs made up 24.3% of the workforce, similar to non-migrants. 
• Agriculture: IMs accounted for only 7.4%, far below the 24.3% share of non-migrants. 

 
Impact & Consequences 
 ContribuƟons to Host NaƟons 

• Address labor shortages, parƟcularly in sectors like healthcare, caregiving, and other services. 
• Diversify the workforce, bringing in varied skills and cultural perspecƟves. 

 ContribuƟons to Home NaƟons 
• Significant remiƩances sent back to home countries, bolstering local economies and reducing 

poverty. 
 Gender and Sectoral Dynamics 

• Women IMs’ dominance in the service sector highlights their criƟcal role in caregiving and 
domesƟc work, areas oŌen undervalued and prone to exploitaƟon. 

 Regional DistribuƟon 
• High-income countries: Absorbed the majority (68.4%) of IMs, driven by ageing populaƟons and 

growing care needs. 
• Upper-middle-income countries: Hosted 17.4% of IMs. 
• Arab states: Accounted for 13.3% of IM workers, with a decline in their share since 2013. 
• Europe and North America remain primary desƟnaƟons, but their growth rates have plateaued 

or slightly declined over the decade. 
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Way Forward 

 Policy RecommendaƟons 

• Inclusive Labor Policies: Governments must ensure fair treatment and protecƟon for IMs, 
parƟcularly women and those in vulnerable sectors. 

• Skill RecogniƟon: Facilitate recogniƟon of foreign qualificaƟons to enhance IMs’ integraƟon into 
host economies. 

• Bilateral Agreements: Strengthen internaƟonal collaboraƟons to manage migraƟon flows and 
protect migrants’ rights. 

 Support Systems 

• Capacity Building: Empower migrants with language and vocaƟonal training in host countries. 

• Legal ProtecƟons: Ensure access to legal recourse for IMs facing exploitaƟon. 

• Awareness Campaigns: Combat stereotypes and foster acceptance of migrants in host socieƟes. 
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83 INJURED IN JALLIKATTU IN TAMIL NADU 

 
Context 

 JallikaƩu is a tradiƟonal bull-taming sport that originated in the Tamil Nadu region of southern India. 
It is typically held during the Pongal fesƟval, which takes place in mid-January. The sport has been 
pracƟced for over 2,000 years and is considered a significant cultural and religious event, especially 
for rural communiƟes. 

 Key Features 

1. The Event: JallikaƩu involves releasing a bull into an arena, where parƟcipants aƩempt to grab 
and hold onto the bull's hump or horns for a specific distance or Ɵme. The goal is to tame or 
control the bull, oŌen by holding onto its horns or riding it as it aƩempts to escape. 

2. The Bull: JallikaƩu bulls are specially bred for strength, agility, and endurance. They are oŌen 
revered and treated as symbols of power, and in some cases, they are raised specifically for the 
event. 

3. Cultural Significance: JallikaƩu is deeply rooted in Tamil culture, linked to ancient pracƟces and 
religious rituals. It is also seen as a symbol of bravery and strength for the parƟcipants. The bulls 
are regarded as sacred, and the event is a way of honoring them. 

4. Rules: While the rules can vary by region, the general aim is for the parƟcipant to hold onto the 
bull's hump or horns for a specific distance. If the parƟcipant is thrown off or if the bull escapes, 
the event ends. In some variaƟons, the bulls may also run freely through crowds. 

 

Controversy & Legal Concerns 

 JallikaƩu has sparked significant debate due to concerns about animal cruelty, parƟcularly regarding 
the treatment of bulls. The use of sharp instruments or the forced sƟmulaƟon of bulls is banned, but 
some criƟcs argue that these pracƟces conƟnue under the guise of tradiƟon. AcƟvists from animal 
rights groups have called for a ban on the pracƟce. 
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