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🎤
INTERVIEW ANGLE

"When global shocks recur, is the right response sector-specific support like fuel and fertiliser
subsidies, or rebuilding fiscal headroom through deficit reduction?"

Source: Original editorial ↗ Business Standard

WHY THIS MATTERS NOW

Every global shock, the latest being a West Asia-driven oil spike, sets off a familiar scramble to defend the rupee,

cushion fuel, and subsidise fertiliser. The Business Standard’s argument cuts deeper: India’s real vulnerability is

not any single price but the erosion of fiscal space to absorb shocks at all. For an aspirant, this is a high-yield

GS3 macro-fiscal case on public debt, the FRBM framework, and counter-cyclical capacity, the kind

of “what is the real priority” question that rewards structural thinking over symptom-spotting.

THE CRUX IN 60 WORDS

India fixates on the “3Fs”, forex, fuel and fertiliser, but these are symptoms. The disease is shrinking

fiscal space: general government debt is around 80 to 83 per cent of GDP, subsidies are rising, and

consolidation was skipped during the post-pandemic recovery. When the next shock lands, India lacks

headroom to respond. The priority is credible consolidation, subsidy rationalisation, and a broader

tax base, while protecting capital spending.
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THE ISSUE, DECODED

CONCEPT WHAT IT MEANS WHY IT MATTERS

Fiscal space Room to spend without endangering debt

sustainability

The true shock-absorber

The 3Fs Forex reserves, fuel prices, fertiliser costs Visible symptoms, not the root

cause

Counter-cyclical

capacity

Ability to spend in a downturn Lost when buffers are thin

FRBM Fiscal Responsibility and Budget Management

framework

The rulebook whose targets keep

slipping

THE ANALYSIS: WHY FISCAL SPACE IS THE REAL BUFFER

DATA AND INSTITUTIONS VAULT

General government (Centre plus States) debt is roughly 80 to 83 per cent of GDP; the Centre’s fiscal-

deficit glide path targets 4.5 per cent of GDP. Framework: the FRBM Act, 2003 governs fiscal targets;

the N.K. Singh Committee (2017) recommended a debt-anchored framework. Import dependence:

India imports ~85 per cent of its crude oil, the channel through which oil shocks hit the 3Fs. Tax base:

India’s tax-to-GDP ratio is around 11 to 12 per cent (Centre), low by peer standards, limiting revenue

buffers. Tools: counter-cyclical fiscal policy, capital-expenditure multipliers, and subsidy rationalisation (e.g.

direct benefit transfer).

The window was missed. The post-pandemic recovery was the least painful time to consolidate;

India did not trim deficits enough.

1

Debt is elevated. General government debt at roughly 80 to 83 per cent of GDP and rising subsidies

narrow the room to manoeuvre.

2

Monetary policy is boxed in. With inflation expectations hardening, the RBI cannot do all the

stabilising; fiscal prudence must carry the load.

3

Thin buffers force pro-cyclical cuts. Without headroom, a shock forces spending cuts exactly

when the economy needs support, deepening the downturn.

4
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THE DEBATE

Argument FOR sectoral support now: In a high-uncertainty world, targeted fuel and fertiliser support

protects growth and the vulnerable; aggressive consolidation could choke an uneven recovery.

Argument FOR rebuilding fiscal space: Subsidies treat symptoms and erode the buffer; durable resilience

comes from headroom, not handouts.

The balanced verdict: Protect the genuinely vulnerable through targeted transfers, but do not mistake

recurring subsidies for resilience. The strategic priority is consolidation that preserves capital spending,

the form of expenditure with the highest growth multiplier.

HOW TO THINK ABOUT THIS (TRANSFERABLE SKILL)

Strong economic answers separate the visible shock (oil price, rupee, subsidy bill) from the underlying

capacity to absorb it (fiscal space, reserves adequacy, institutional buffers). Train yourself to ask: what

determines resilience, not just what triggered the stress? The same lens applies to external-sector (reserves vs

a current-account shock) and banking (capital buffers vs a bad-loan spike) questions.

DIAGRAM-IN-WORDS

Skip consolidation in recovery -> debt stays high (~80-83% GDP) + subsidies rise -> shock

hits (oil/tariff/outflows) -> no headroom -> pro-cyclical cuts -> deeper slump. The fix:

Consolidate + rationalise subsidies + broaden tax base -> fiscal headroom -> counter-

cyclical capacity.

THE WAY FORWARD

Credible medium-term consolidation anchored to a debt target, honouring the FRBM glide

path.

1

Subsidy rationalisation via better-targeted DBT, freeing resources without hurting the poor.2

Broaden the tax base to lift the tax-to-GDP ratio.3

Protect capital expenditure, the highest-multiplier spending, through the consolidation.4
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THE TAKEAWAY BOX

“India’s macroeconomic resilience depends less on managing individual price shocks than on rebuilding fiscal

space.” Critically examine. (250 words)

“Managing the 3Fs is firefighting; rebuilding fiscal space is fireproofing, and a country that only ever fights

fires never stops burning.”

General govt debt ~80-83% of GDP · fiscal-deficit target 4.5% of GDP · FRBM Act 2003 · N.K. Singh

Committee 2017 · India imports ~85% crude · tax-to-GDP ~11-12% (Centre).

In a downturn, should a government prioritise subsidies for the vulnerable or fiscal consolidation for long-run

resilience, and how does it balance the two?

Builds on GS3 PYQs on fiscal deficit, FRBM and public expenditure (e.g. 2020 GS3 on the fiscal-deficit

definition and its implications); probable forward question is the fiscal-space framing above.

today’s ATF stabilisation-fund article and US-tariff editorial; static GS3 on public finance, FRBM, and

counter-cyclical policy.

Sources: Business Standard, Ministry of Finance, RBI

Source: Fiscal Space, Not the 3Fs, Is the Real Priority — Ujiyari.com | Free UPSC & State PCS Editorial Analysis

K E Y  A R G U M E N T S  A T  A  G L A N C E

✓ SUPPORTING

The policy focus on the “3Fs”, namely forex, fuel and fertiliser,
overlooks the more critical priority of fiscal space, because India
failed to sufficiently cut deficits and public debt during the post-
pandemic recovery, leaving it under-buffered against recurring

global shocks.

With public debt elevated and subsidies rising, the government’s fiscal headroom to
respond to the next shock is constrained.

Inflation expectations are hardening and monetary policy is constrained, so fiscal
prudence, not sectoral subsidy, is the more durable stabiliser.
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⚠ COUNTER

Some argue that in a high-uncertainty global environment, targeted support for fuel and
fertiliser protects growth and the vulnerable, and that aggressive consolidation could
choke a still-uneven recovery.

→ WAY FORWARD

Prioritise rebuilding fiscal buffers through credible medium-term consolidation, rationalise
subsidies, broaden the tax base, and protect capital expenditure, so India enters the next
shock with headroom rather than constraint.

🧠
PRACTICE TODAY’S QUIZ

Take the 5 June 2026 Quiz →

✍️ MAINS ANSWER FRAMEWORK

QUESTION

"India's macroeconomic resilience depends less on managing individual price shocks than on

rebuilding fiscal space." Critically examine in the context of elevated public debt. (250 words)

INTRODUCTION

Every global shock prompts a scramble to manage its immediate symptoms. But India’s deeper
vulnerability is not any single price spike; it is the erosion of the fiscal space needed to absorb shocks at

all.

BODY

The conventional framing of India’s external vulnerability centres on the “3Fs”: foreign exchange
reserves, fuel prices, and fertiliser costs. These matter, but they are symptoms.

The structural issue is fiscal space. India did not consolidate sufficiently during the post-pandemic
recovery, the window when growth was reasonable and consolidation least painful.

As a result, the general government debt-to-GDP ratio remains elevated at roughly 80 to 83 per cent,

The post-pandemic recovery was the window to consolidate; insufficient deficit reduction
during good years narrows options during bad ones.
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and subsidy commitments are rising, even as inflation expectations harden and monetary policy faces

constraints. When the next shock arrives, whether a West Asian oil spike, a tariff war, or a capital-flow
reversal, the government’s ability to respond is limited by the very deficits it failed to trim earlier.

Fiscal prudence is therefore not an abstraction but the most durable stabiliser available: a government
with headroom can support the vulnerable and sustain capital spending through a downturn, while one

without it is forced into pro-cyclical cuts. The FRBM framework set targets that successive years have
slipped; the priority should be a credible medium-term consolidation path, subsidy rationalisation, and

a broader tax base, while protecting growth-enhancing capital expenditure.

CONCLUSION

Managing the 3Fs is firefighting. Rebuilding fiscal space is fireproofing.
India needs the latter to face a world of recurring shocks with confidence.
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