
Infrastructure Spending: Why Big Capex
Still Matters

22

February 2026 - THE WORLDONOMICS TIMES

Infrastructure continues to be the backbone of the
Union Budget 2026–27. Even as the Government
pursues fiscal consolidation, it has chosen to
maintain a strong focus on capital expenditure,
underlining its belief that public investment is
essential for sustaining growth, improving
productivity, and crowding in private investment.

The Budget speech clearly positions infrastructure
spending not as a short-term stimulus, but as a
long-term economic strategy. Roads, railways,
ports, logistics networks, urban infrastructure, and
energy systems are presented as foundational
assets that support manufacturing, services, trade,
and employment. In an environment of global
uncertainty, steady public investment is seen as a
stabilising force for the economy.

Sector-wise Infrastructure Priorities
The Budget 2026–27 outlines a broad-based
approach to infrastructure development, covering
transport, logistics, urban systems, and energy.
Roads and highways continue to receive priority,
reflecting their role in improving last-mile
connectivity and reducing logistics costs across
regions. Railways are positioned as a critical
component of freight movement, with continued
focus on capacity expansion, modernisation, and
safety.

The Government proposes capital expenditure of
₹12.2 lakh crore for 2026–27, continuing the sharp
upward trend of the past decade. This sustained
increase reflects a deliberate policy choice to
prioritise asset creation over revenue expenditure,
even while maintaining control over the fiscal
deficit.

Public Capital Expenditure as a
Growth Multiplier
The Budget emphasises that public capital
expenditure has a strong multiplier effect on
economic activity. Investments in infrastructure
generate immediate demand through construction
and allied industries, while also creating long-term
benefits by lowering logistics costs and improving
connectivity.

The Finance Minister highlights that high-quality
infrastructure enhances competitiveness across
sectors. Better roads and railways reduce transit
time, ports improve export efficiency, and logistics
corridors support integrated supply chains. These
improvements directly benefit manufacturing,
MSMEs, agriculture, and services, making
infrastructure spending a cross-cutting growth
enabler.

Another important aspect highlighted in the
Budget is the role of public capex in crowding in
private investment. 

Predictable and sustained government spending
on infrastructure reduces uncertainty for private
investors and encourages long-term participation
in infrastructure-linked sectors.

Ports and shipping infrastructure are also
highlighted as essential for trade competitiveness.
Improved port efficiency, ship repair facilities, and
coastal connectivity are aimed at supporting
exports and reducing dependence on foreign
logistics services. Together, these transport
investments are intended to strengthen India’s
position as a reliable node in global supply chains.

Urban Infrastructure and Regional
Development
Urban infrastructure receives renewed attention in
the Budget, particularly in the context of expanding
economic activity beyond major metropolitan
centres. The focus on Tier-II and Tier-III cities
reflects the Government’s intent to support more
balanced regional growth. Investments in water
supply, sanitation, housing, and urban transport
are presented as necessary to accommodate
rising urban populations and economic activity.

The Budget also links urban infrastructure to
productivity and quality of life. Well-functioning
cities are seen as engines of growth that attract
investment, talent, and innovation. By
strengthening urban systems, the Government
aims to support manufacturing clusters, service
hubs, and emerging city economic regions.



While public investment remains the backbone of
infrastructure spending, the Budget recognises the
importance of private participation in meeting
long-term infrastructure needs. Mechanisms such
as public-private partnerships, infrastructure
investment trusts, and credit enhancement tools
are highlighted as ways to mobilise private capital.

The emphasis on stable policy frameworks and
predictable funding is intended to reduce risk for
private investors. By maintaining a steady pipeline
of infrastructure projects and ensuring timely
payments, the Government seeks to encourage
long-term investment in infrastructure assets.

Conclusion: Infrastructure as a Long-
Term Economic Foundation

Financing Infrastructure and
Encouraging Private Participation

Infrastructure and Fiscal
Sustainability
The Budget places infrastructure spending within a
framework of fiscal responsibility. Despite the
increase in capital expenditure, the Government
remains committed to reducing the fiscal deficit
and managing public debt prudently. This reflects
a conscious effort to balance development needs
with fiscal sustainability.

The focus on asset creation rather than
consumption expenditure is presented as a way to
ensure that public spending generates long-term
economic returns. Over time, improved
infrastructure is expected to support higher growth,
increased revenues, and better fiscal outcomes.

The Union Budget 2026–27 reaffirms infrastructure
spending as a cornerstone of India’s economic
strategy. By sustaining high levels of capital
expenditure, prioritising critical sectors, and
encouraging private participation, the Budget
seeks to build the physical foundation required for
long-term growth.

Rather than treating infrastructure as a cyclical
stimulus, the Government positions it as a
continuous investment in national capacity. This
approach underscores the belief that strong
infrastructure is essential for competitiveness,
inclusion, and economic resilience in the years
ahead.
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