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1. Explanation (Ages 14-18)

India just overtook Japan to become the world's fourth-largest economy — but a leaked Bernstein
letter to its Prime Minister warns the next decade could decide whether that rise is real or a
mirage.

What's Going On?

Bernstein, a major Wall Street research firm, just published an open letter to Indian PM Narendra Modi
laying out eight things India must fix before its current growth story stalls. The letter is unusually blunt
for a financial document — it argues India is at risk of "under-delivering" on its potential despite recent
wins.

The headline worry: roughly 10-15 million Indians work in IT services, call centres, and back-office roles
for global companies. Generative Al can now do a lot of that work. Meanwhile, the high-value parts of Al
— the models, the chips, the patents — sit overwhelmingly in the US and China. India risks becoming a
customer of the Al revolution rather than an owner of it.

How To Think About It

Every developing country eventually hits what economists call the "middle-income trap": the easy gains
from cheap labour run out, but the country hasn't yet built the innovation muscle to compete with rich
economies. India is approaching that fork in the road right now.

o Think of the creator economy: making TikToks pays okay, but owning the platform pays billions.
India has lots of "creators" (IT workers) but doesn't own the platforms (Al models, chip designs).

e Or think of South Korea in 1990 vs. the Philippines in 1990 — similar income levels, but Korea bet on
building Samsung and Hyundai while the Philippines stayed in services. Thirty years later, Korea is
roughly four times richer per person.

Key Things To Know
» About 42-45% of India's workforce still works in agriculture, but farming generates only 15-16% of
GDP — a massive productivity mismatch.

 India imports roughly 88% of its crude oil, making energy prices a national-security issue, not just
an economic one.

 State-run electricity distributors are sitting on losses of over 5-6 trillion (about $60-70 billion),
which industrial users effectively subsidise through higher tariffs.

o The "China+1" strategy — global firms diversifying supply chains away from China — has been slower
to benefit India than headlines suggested, because building factories requires reliable power, ports
and suppliers.

e Most people assume India's IT boom is recession-proof; Bernstein's point is that Al may automate
exactly the entry-level jobs that built India's middle class.

Why It Matters

India will add more people to the global workforce this decade than any other country. If you're
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choosing a college major, watching the Al job-market debate, or wondering why every tech company
suddenly has a Bengaluru office, this is the backdrop. The same question Bernstein asks India — do we
build innovators or task-rabbits? — is the question every economy facing Al is quietly asking, including
the US.

The Bigger Picture

History rhymes here. Japan in the 1960s, South Korea in the 1980s and China in the 2000s all faced a
"now or never" decade where policy choices about education, energy and manufacturing locked in their
fates. India's window is open but narrowing. Watch three signals over the next few years: whether
private companies actually build factories (not just announce them), whether power-sector reform
finally happens, and whether any India-built AI model breaks into the global top tier. If two of those
three fail, the engineers-vs-delivery-drivers question answers itself.
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2. Key Terms Glossary

Generative Al (Gen Al)

Al systems like ChatGPT that produce new text, code or images. They are particularly good at
automating routine knowledge work — writing emails, basic coding, customer service — which is
exactly what much of India's IT services sector does.

GCC (Global Capability Centre)

An offshore office that a multinational firm sets up to handle its own internal work — finance, HR,
software, R&D — rather than outsourcing it. India hosts thousands of GCCs for companies like
JPMorgan and Walmart.

BPO (Business Process Outsourcing)

When a company hires another firm in a cheaper country to handle tasks like call centres, payroll or
data entry. India became the global hub for BPO in the 2000s.

Capex (capital expenditure)

Money spent on long-lived physical assets — factories, roads, power plants — as opposed to
day-to-day expenses. "Productive capex" means spending that boosts future output, the opposite of
subsidies that simply hand out cash.

China+1

A corporate strategy of keeping some manufacturing in China but adding a second country (often
India, Vietnam or Mexico) to reduce reliance on a single source. It accelerated after COVID
supply-chain shocks and US-China trade tensions.

PLI (Production-Linked Incentive)

An Indian government scheme that pays companies cash bonuses based on how much they
manufacture domestically. The Bernstein letter argues PLI is being misused by already-rich firms that
don't need the subsidy.

Cross-subsidisation

Charging one group of customers more than the actual cost so another group can pay less. In India,
factories pay above-cost electricity rates so households and farmers can pay below-cost rates.

Middle-income trap

An economic situation where a country grows quickly out of poverty but then stalls — unable to
compete with cheap-labour economies on price or with rich economies on innovation. Brazil and
South Africa are textbook cases.
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3. Reading Comprehension Quiz

Circle the best answer for each question.

Q1. Which choice best states the central idea of the passage?
(OA) India's recent economic gains are illusory and will soon reverse without immediate policy reversal.
(OB) India must shift from low-end labour arbitrage toward innovation-led growth or risk underperforming
its potential.
(OC) India'sIT services sector will collapse entirely once generative Al is widely deployed by Western firms.
(OD) India's manufacturing sector can fully absorb workers displaced by automation in services and farming.

Q2. According to the passage, why is India's agricultural sector described as exhibiting "structural
inertia"?
(OA) Farmers are unwilling to adopt any new crops or modern farming techniques.
(OB) Climate change has made traditional farming methods completely unviable across India.
(OC) Alarge workforce share produces a small GDP share, and policy relies on subsidies rather than reform.
(OD) Indian consumers prefer imported food, depressing demand for domestically grown produce.

Q3. As used in the passage, the word "calibrated” most nearly means
measured and carefully adjuste
A) d and fully adjusted
(OB) scientifically tested in laboratories
(OC) aggressive and politically forceful
(OD) delayed until after the next election

Q4. As used in the passage, the word "arbitrage" most nearly means
(OA) legal mediation between two disputing parties
(OB) profiting from cost differences between markets
(OC) random guessing about future stock prices
(OD) government regulation of foreign trade

Q5. Which statement about India's electric vehicle (EV) policy can most reasonably be inferred from the
passage?
(OA) India should permanently ban all internal combustion engine vehicles immediately.
(OB) Indian auto manufacturers have made world-leading investments in EV battery research.
(OC) India's delayed EV transition has allowed China to dominate critical battery supply chains.
(OD) Electric vehicles are environmentally worse than gasoline vehicles in the Indian context.

Q6. The passage suggests that India's services sector workforce is vulnerable primarily because
(OA) Indian workers lack English-language proficiency for global markets.
(OB) generative Al can automate roles that built India's middle class.
(OC) the Indian government plans to outlaw outsourcing arrangements.
(OD) Western consumers have stopped purchasing Indian-made products.
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Q7. The author's tone in describing Indian agricultural policy is best described as
(OA) celebratory and optimistic about recent achievements
(OB) neutral and purely descriptive without judgment
(OC) critical but constructive, urging specific reforms
(OD) resigned and pessimistic about any possible improvement

Q8. The author's primary purpose in framing the report as a letter to the Prime Minister is most likely

to
(OA) lobby personally for a government appointment in New Delhi.
(OB) give policy recommendations a sense of urgency and direct address.
(OC) criticise the Prime Minister's personal character and leadership style.
(OD) provide entertainment value rather than serious financial analysis.

Q9. Which statement about the relationship between manufacturing and employment can most

reasonably be inferred from the passage?
(OA) Manufacturing growth in India has already absorbed most agricultural surplus labour.
O B) Indian investors strongly favour aggressive capacity expansion over profit margins.
(OC) Manufacturing is unlikely to absorb displaced workers at the scale India needs.
(OD) Protectionism in global trade has made China+1 strategies easier to execute.

Q10.Which choice provides the best evidence for the answer to the previous question?
(OA) 'India has moved up the global GDP league tables and made the correct choice with focus on productive
capital expenditure..."
(OB) 'Private capex remains selective, with balance sheets and investors still rewarding margin resilience over
aggressive capacity build-out."
(OC) 'There is genuine entrepreneurial depth and a widening set of ‘from-India’, to 'for-the-world' stories.”
(OD) ‘'Indiaimports ~88% of its crude oil, with transportation accounting for over half of demand.”

My Score: /10
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4. Answer Key with Explanations

Q1. Which choice best states the central idea of the passage?
Answer: B

The letter's core argument is that India must move from a labour-arbitrage model to a "higher productive track"
built on innovation. Option D is the strongest distractor — it twists the passage, which actually says manufacturing
is unlikely to absorb the slack "at scale” (Trap A: right scope, wrong direction). SAT Tip: For central-idea questions,
look for the option that captures both the problem AND the proposed direction; options that mention only one half
are usually traps.

Q2. According to the passage, why is India's agricultural sector described as exhibiting "structural
inertia"?

Answer: C

The passage explicitly notes that 42-45% of workers produce only 15-16% of GDP, and that responses are "loan
waivers and input subsidies" rather than structural reform. Option A is a Trap C distractor — it sounds plausible in
the real world but the passage never blames farmers' attitudes. SAT Tip: When a question uses a phrase in quotes
from the passage, find that exact phrase and read the surrounding two sentences — the answer is almost always
located there.

Q3. As used in the passage, the word "calibrated” most nearly means
Answer: A

The passage calls for restarting reform with a "more calibrated approach" — i.e., more carefully tuned than the
abandoned farm laws. Option B is the trap (Trap B: common technical meaning of "calibrated" — instrument
calibration — used out of context). SAT Tip: On vocab-in-context questions, substitute each option back into the
sentence. The right answer keeps the sentence's meaning intact; the common-dictionary meaning is often the trap.

Q4. As used in the passage, the word "arbitrage" most nearly means
Answer: B

"Low-end labour arbitrage" refers to India profiting because its labour is cheaper than Western labour — a classic
price-gap trade. Option A is the trap (Trap B: "arbitrage" sounds like "arbitration” but means something different
in finance). SAT Tip: Beware of options that exploit similar-sounding words; the SAT loves to test whether you
actually know the term versus just recognising its shape.

Q5. Which statement about India's electric vehicle (EV) policy can most reasonably be inferred from the
passage?
Answer: C

The passage says "policy hesitation and industry resistance delayed progress, allowing global supply
chains—particularly in China—to scale up and control capacities," and notes Indian OEMs buy battery packs from
China rather than investing in R&ED. Option A is a Trap A distractor — the passage calls for a phased timeline, not
an immediate ban. SAT Tip: Inference questions reward the modest, well-supported claim. If an option uses
extreme language ("itmmediately”, "permanently”, "world-leading") and the passage doesn't, it's almost always
wrong.
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Q6. The passage suggests that India's services sector workforce is vulnerable primarily because
Answer: B

The letter explicitly states that "a meaningful share of the roles that lifted this cohort are directly exposed to
automation," and that Al's surplus value sits in the US and China. Option A is the trap (Trap B: passage mentions
English-speaking talent as a strength, not a weakness — same vocabulary, wrong direction). SAT Tip: When an
option flips a passage's positive into a negative (or vice versa), it's testing whether you read carefully — these are
some of the most common SAT traps.

Q7. The author's tone in describing Indian agricultural policy is best described as

Answer: C

The author calls current policies "not solutions" but "recurring responses,” then proposes specific fixes: irrigation,
phasing down subsidies, post-procurement transfers. That combination — sharp critique plus prescriptions — is
constructive criticism. Option D is the trap; the author is critical but clearly believes reform is possible. SAT Tip:

For tone questions, focus on the author's specific word choices ("not solutions”, "central”, "must") rather than the
topic — a serious topic can still be discussed in a hopeful or constructive tone.

Q8. The author's primary purpose in framing the report as a letter to the Prime Minister is most likely
to

Answer: B

The letter format frames recommendations as direct, urgent advice — and the author also explicitly calls it "a
roadmap for investors," so it's serious analysis. Option C is a Trap C distractor — readers might assume an open
letter is hostile, but this one is policy-focused, not personal. SAT Tip: Purpose questions ask why the author chose
THIS format or structure, not just what the topic is. Ask yourself: what does this format do that a regular essay
wouldn't?

Q9. Which statement about the relationship between manufacturing and employment can most
reasonably be inferred from the passage?
Answer: C

The passage states: "At the current trajectory, it is unlikely to do so at scale," and notes investors reward margin
resilience over capex. Option B is the trap (Trap A: passage says the opposite — investors reward margins, NOT
aggressive expansion). SAT Tip: When an inference question has two options that are direct opposites, one of them
is usually the answer and the other is the main trap — the passage will clearly support one direction.

Q10.Which choice provides the best evidence for the answer to the previous question?

Answer: B

Option B directly explains WHY manufacturing won't absorb labour at scale: investors are rewarding margins, not
expansion, so capacity isn't being built fast enough. Option A is the trap — it discusses capex positively but in the
macro-stability context, not manufacturing employment (Trap B: same vocabulary, wrong topic). SAT Tip: On
evidence-pairing questions, lock in your answer to the previous question first, then scan the four quoted options for
the one that DIRECTLY supports it — don't pick a quote just because it sounds important.
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