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NOTICE
O _
All the students of B.A. II, IV and V1 Semester are hereby informed that an
Essay Writing Competition will be conducted on the topic on “Public Debt
Sustainability in India — 2026"
Students are requested to participate actively in the competition and
submit their essays on time.
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Summary of Public Debt Sustainability in India - 2026

Public debt suntainability refers to a government’s ability to manage and repay ity debt without
COMmpronmising economic growth of causing fiscal instability. In the Indian context, public debt sustainability has
become a major policy concern in 2026 due to rsing povernment borrowings after the COVID-19 pandemic,
increased welfare expenditure, and infrastrecture investments. India’s debt remains high, but most economists
and institutions. consider it manageable because of strong economic growth, controlled inflation, and prudent
fiscal polices.

India’s public debt consists of kabilities of both the Central and State Governments. According 1o Fecent
estimates, the combined debt-1o-GDP ratio of India is around B1-82 percent in 2026, while the central government
debt alone is about 55-56 percent of GOP. Although this is above the targets prescribed under the Fiscal
Resporsibility and Budget Management [FREM) framework, the government has adopted a gradual fiscal
comolidation strategy instead of sudden debt reduction.

A major indicator of debt sustainability is the debt-to-GDP ratio. H the economy grows faster than the
increase in debt, the burden of debt beoomes easker to manage. India continues to record one of the highest
growth rates among major economibes, with expected GOP growth of around 657 percent in 2026, Strong
nomdnal GOP growth helps reduce the debt ratio over time. The Union Budget 2026 projects the debt-to-GDP ratio
to dedine gradually from %61 percent to 55.6 percent for the Centre.

Another important factor supporting India’s debt sustainability i the composition of debt. Most Indian
public debt is domestically financed and denominated in Indian rupees. This reduces the risk associated with
external borrowing and exchange rate volatility. india is therefore less vulnerable to global debt crises compared to
many developing countries that rely heavily on forcign currency loani., Mofeover, the Reserve Bank of India [RBI)
plays a significant role in mantsining lquidity and ensuring orderly government bomomsing.

The government has abo focused on reduding the fiscal defict gradually. The fiscal deficit, which had
increased tharply during the pandemic period, has been brought down steadily. In 20086-27, the government
targets a fiscal deficit of around 4.3—4.4 percent of GOP. This reflects the government's commitment to fracal
discipline while continuing capital expenditure on infrastructure, manufacturing. and social weifare schemes.

Howewer, India still faces several challenges regarding debl sustainability. One major issue is the rising
interest burden. A significant portion of government revenue is spent on interest payments, reducdng fiscal space
for developmental expenditure. i interest rates rize globally or economic growth shows down, debt servicing could
become more difficult. In addibon, state governments continue to sccumulate debt due 1o subtidies, wellare

programs, and borrowing for public projects.

Another challenge is the mited tax-to-GDP ratio in India. Gowernment revenues are relatively low
compared (o advanced economibes. Although the Goods and Services Tan [G5T) has improved indirect tax
collection, further reforms in direct taxation and widening of the tax base are necessary for long-term fiscal
stability. Weak revenue growth could delay debt reduction targets.

Economists also argue that debl sustainability depends not only on the level of debt but also on how
borrowed funds are used. Productive expenditure on infrastructure, health, education, and digital transformation
can generate future economic growth and improve the government’s repayment capacity, India’s emphasis on
capital expenditure in recent budgets is therefore considered a positive step.

in conclusion, India's public debt in 2026 appesrs sustainable but remains at elevated levels. Strong
economic growth, domestic financng of debt, gradual fiscal consolidation, and prudent monetary management
support sustainability, Howerver, challenges such 3 high interest payments, fiscal pressures on states, and Lmited
tan revenoes reguire careful policy management. Continued reforms, higher growth, and respomible borrowing
will be esential to ensure long-term fiscal stabdlity and economic resilience in india.
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REPORT

The Department of Economics of M.GV.C Arts, Commerce and Science
o College, Muddebihal successfully organized an Essay Writing Competition for the
students of B.A. Il, IV and VI Semester on the topic on “"Public Debt Sustainability

in India - 2026.”

The competition was conducted from 8:30 AM to 9:30 AM in the
Department of Economics. The main objective of the programme was to create
awareness among students regarding India’s public debt, fiscal policies, economic
stability and future economic challenges.

Many students actively participated in the competition and presented their
ideas effectively through well-written essays. The programme encouraged
students to improve their analytical thinking, writing skills and understanding of
current economic issues.

Dr.KrishnajiDasar, Head of the Department of Economics, appreciated the
students for their enthusiastic participation and motivated them to take part in
parucip
more academic activities in the future.
The programme concluded successfully with the cooperation of students
and faculty members.
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