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Page 01 : GS 2 & 3 : International Relations & Indian Economy / Prelims  

The debate over India’s continued import of Russian crude oil has once again brought into focus the 

delicate balance New Delhi maintains between strategic autonomy and global diplomatic pressures. 

Amidst Western sanctions on Moscow following the Ukraine conflict, the U.S. has urged partners to 

limit energy trade with Russia. However, India — driven by its energy security needs and consumer 

interests — has continued to import discounted Russian crude, asserting an independent foreign 

policy. The recent exchange between U.S. President Donald Trump and India’s Ministry of External 

Affairs (MEA) reflects the ongoing tension between strategic pragmatism and geopolitical alignment. 

Issue Overview 

 Controversy: U.S. President Donald Trump 

claimed that PM Narendra Modi assured 

him India would “soon” stop importing 

Russian oil. 

 MEA’s Response: MEA denied any such 

discussion, clarifying that the recent Modi–

Trump call focused on Gaza and trade 

issues, not Russian oil. 

 India’s Stand: India reiterated its strategy of 

“broad-basing and diversifying energy 

sources” to ensure secure and affordable 

supplies, without succumbing to external 

pressure. 

Key Data and Developments 

 India remains the largest buyer of Russian 

crude, though imports by public sector 

undertakings fell by ~45% (June–Sept 

2025). 

 The U.S. imposed penalty tariffs on India 

over continued energy ties with Russia, 

delaying progress in bilateral trade talks. 

 China criticized the U.S. for “unilateral 

bullying,” defending its own Russian oil 

imports. 

 The MEA reaffirmed India’s position that it does not accept “unilateral sanctions” and opposes 

“double standards” in energy trade. 

Static and Current Linkages 



 

Static Topic Current Relevance 

Energy Security Ensuring affordability, stability, and diversification in oil sourcing. 

Strategic Autonomy Reflects India’s independent stance despite U.S. pressure. 

Balance of Payments (BoP) Discounted Russian oil helps contain the import bill. 

India–U.S. Relations Emerging friction amid deepening strategic cooperation. 

Global Geopolitics Illustrates multipolar tensions in post-Ukraine global order. 

 

 

Analytical Perspective 

a. Energy Security & Realpolitik 

 India’s approach reflects pragmatic realism — prioritizing domestic stability and inflation 

control through cheaper energy sources. 

 Diversification of imports from Russia, the Middle East, and Africa enhances resilience against 

supply shocks. 

b. Diplomatic Balancing 

 India continues to balance relations between Washington and Moscow, emphasizing national 

interest over alliance politics. 

 MEA’s denial signals India’s intent to avoid public confrontation while quietly recalibrating its 

import mix. 

c. Economic Dimension 

 Reduced dependence on Russia could help ease Western trade tensions, but may raise import 

costs in the short term. 

 Maintaining discounted Russian oil flows supports fiscal stability and the rupee’s external 

balance. 

d. Bilateral & Global Context 

 India–U.S. relations remain strong overall, especially in defence, technology, and Indo-Pacific 

cooperation, though temporary friction persists over energy policy. 

 The episode also underlines the changing global power matrix, where nations assert autonomy 

amid great-power rivalry. 

 

 



 

Policy Significance 

 Energy Policy: Need for expanding LNG infrastructure, renewable energy, and African energy 

partnerships. 

 Diplomacy: Reinforces India’s doctrine of “strategic autonomy” and resistance to bloc politics. 

 Economic Resilience: Broader sourcing prevents overreliance on any single supplier or 

geopolitical bloc. 

 Long-term Strategy: Alignment with Atmanirbhar Bharat goals through self-reliant and 

sustainable energy systems. 

Strategic & Economic Implications 

Aspect Implication 

External Sector 

Stability 
Russian discounts help stabilize India’s BoP. 

India–U.S. Relations Minor strain, but overall cooperation likely to continue. 

Energy Diplomacy India asserting autonomy in global energy markets. 

Global Politics 
Highlights U.S. pressure versus China’s defiance — India charting middle 

path. 

Policy Continuity Pragmatic import decisions aligned with domestic needs. 

Challenges Ahead 

 Geopolitical Pressure: Managing relations with both Russia and the U.S. amid global 

polarization. 

 Price Volatility: Global oil market fluctuations impacting fiscal balance. 

 Sanction Risks: Exposure of refiners like Nayara Energy to Western sanctions. 

 Energy Transition: Accelerating renewables to reduce fossil-fuel dependency. 

Conclusion 

India’s response to U.S. pressure on Russian oil imports epitomizes its balanced and interest-driven 

diplomacy. 

While Washington seeks solidarity against Moscow, New Delhi prioritizes energy affordability, supply 

security, and domestic stability. The episode reaffirms India’s commitment to strategic autonomy, even 

as it deepens global partnerships. Going forward, achieving energy diversification and sustainability 

will be key to realizing the long-term vision of “Viksit Bharat @2047”, where India engages with the 

world from a position of strength and self-reliance. 

 

 

 



 

UPSC Prelims Practice Question   

Ques: Consider the following statements about India’s crude oil imports: 

1. Russia has emerged as India’s largest supplier of crude oil in recent years. 

2. India’s oil imports are entirely decided through government-to-government agreements. 

3. The Ministry of External Affairs (MEA) has the primary role in determining India’s energy sourcing 

strategy. 

Which of the statements given above is/are correct? 

(a) 1 only 

(b) 1 and 2 only 

(c) 1 and 3 only 

(d) 2 and 3 only  

Ans : a)  

UPSC Mains Practice Question 

Ques: India’s energy diplomacy reflects the balance between strategic autonomy and global 

responsibility.” In light of recent tensions with the U.S. over Russian oil imports, discuss. (150 Words) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Page 07 : GS 2 : Social Justice /  Prelims 

Dopamine, commonly known as the “feel-good” neurotransmitter, plays a central role in motivation, 

reward, and pleasure. While historically linked to natural rewards and substance addiction, 

contemporary digital lifestyles — characterized by social media, short videos, and constant 

notifications — have transformed dopamine into a double-edged sword. Overstimulation of the brain’s 

reward system is increasingly leading to addiction-like behaviours, emotional instability, and mental 

health challenges, particularly among adolescents and young adults. Understanding this 

neurobiological and societal phenomenon is crucial for promoting mental well-being and balanced 

technology use. 

Issue Overview 

 Core Concern: Modern 

technology overstimulates 

the mesolimbic dopamine 

pathway, creating compulsive 

behaviour patterns and 

reducing baseline happiness. 

 Youth Impact: Adolescents 

and young adults are 

especially vulnerable due to 

brain plasticity, making them 

prone to attention deficits, 

anxiety, and compulsive 

checking behaviours. 

 Mechanism: Social media 

engagement, notifications, 

and algorithm-driven content 

mimic drug-like intermittent 

reinforcement, activating the 

nucleus accumbens similarly 

to addictive substances. 

Key Observations 

 Neuroscience Evidence: Functional MRI studies indicate overlapping activation in reward 

circuits for both digital engagement and substance use. 

 Behavioural Trends: Excessive screen time leads to shorter attention spans, emotional 

instability, compulsive checking, and reduced ability to derive pleasure from ordinary activities. 

 Mental Health Impacts: Anxiety, depression, sleep disturbances, and diminished self-esteem 

are linked to dopamine dysregulation. 

 



 

Static and Current Linkages 

Static Topic Current Relevance 

Neurobiology Dopamine’s role in reward, motivation, and addiction pathways. 

Mental Health Rising anxiety and depression due to digital overstimulation. 

Addiction Studies Digital addiction parallels substance addiction at a neurobiological level. 

Public Health Implications for preventive mental health interventions. 

Lifestyle & Productivity Overstimulation reduces capacity for sustained focus and deep work. 

Analytical Perspective 

 Neurobiological Implications: Chronic dopamine spikes desensitize the reward system, 

prompting higher stimulation-seeking behaviour. 

 Behavioural Implications: Overuse of digital media creates compulsive behaviour, fractured 

attention, and emotional instability. 

 Mental Health Concerns: Reward system fatigue reduces motivation and joy from natural 

rewards, leading to burnout and anhedonia. 

 Policy & Societal Lens: Rising digital addiction demands awareness campaigns, regulated 

screen time, and interventions to stabilize reward pathways. 

Solutions and Policy Significance 

 Dopamine Fasting: Temporary breaks from high-stimulus media to recalibrate the reward 

system. 

 Mindful Engagement: Focus on slow, meaningful activities like deep work, skill development, 

or hobbies. 

 Physical & Social Interventions: Regular exercise, proper sleep, nutrition, and quality social 

interactions to stabilize dopamine naturally. 

 Public Health Measures: Education, parental guidance, and school-based interventions to 

prevent digital addiction, especially in adolescents. 

Strategic & Societal Implications 

Aspect Implication 

Youth Mental 

Health 
Critical window for interventions to prevent long-term compulsive behaviour. 

Digital Policy 
Need for guidelines on screen time, app design, and reward-based 

algorithms. 

Work Productivity Excessive stimulation reduces ability to sustain attention for meaningful tasks. 

Public Awareness Promotes responsible tech use and emotional well-being. 

Healthcare System 
Increasing demand for counselling and psychiatric services related to digital 

addiction. 



 

Challenges Ahead 

 Rapid evolution of digital platforms. 

 Algorithmic behavioural engineering reinforcing compulsive use. 

 High vulnerability of adolescents due to brain plasticity. 

 Rising mental health burden from anxiety, depression, and attention disorders. 

 Lifestyle imbalance from sedentary habits and social isolation. 

Conclusion 

Modern lifestyles have transformed dopamine from a natural motivator into a potential source of 

addiction and mental health challenges. While technology provides rewards and motivation, 

overstimulation rewires the brain, diminishing baseline happiness and attention span. Restoring 

balance through mindful engagement, physical activity, social interactions, and controlled technology 

use is essential. Policy initiatives, public awareness, and personal strategies must converge to ensure 

healthy neurocognitive development and mental well-being, particularly among youth, enabling a 

society capable of leveraging technology responsibly without compromising mental health. 

UPSC Prelims Practice Question   

Ques: Dopamine is primarily associated with: 

a) Stress response 

b) Reward, motivation, and pleasure 

c) Immune system regulation 

d) Sleep-wake cycle  

Ans: b)  

UPSC Mains Practice Question   

Ques: Discuss how modern technology and social media are contributing to dopamine overload. 

Highlight the neurobiological and psychological consequences, particularly among adolescents. 

 

 

 

 

 

 

 

 

 

 



 

Page 08 : GS 3 : Environment / Prelims  

As India transitions toward a low-carbon economy, carbon credit markets are emerging as a key 

instrument to incentivize emissions reduction. Carbon credits, generated through renewable energy, 

afforestation, and sustainable agriculture, offer firms a way to offset emissions while rewarding climate-

positive practices in developing countries. However, experiences from global projects, particularly in 

Kenya, highlight the risks of marginalizing local communities, undermining customary land rights, and 

replicating extractive power structures. For India, ensuring equity, consent, and transparency in its 

Carbon Credit Trading Scheme (CCTS) is critical to balance climate goals with social justice and 

community welfare. 

 

Issue Overview 

 Carbon Credits in India: India’s Carbon Credit Trading Scheme sets emission-intensity 

benchmarks and allows voluntary offsets. Draft methodologies exist for biomass, low-emission 

rice, and compressed biogas projects. 



 

 Global Lessons: Projects like Northern Kenya Rangelands and Lake Turkana Wind Power 

highlight risks of bypassing community consent, restricting access to land, and imposing top-

down governance. 

 Domestic Vulnerabilities: Afforestation, reforestation, and agricultural carbon projects may 

intersect with village commons or forest fringes, potentially disrupting local livelihoods and 

marginalizing smallholder or caste-based farmers. 

Key Observations 

 Market Growth: 175–180 million carbon credits are retired annually, largely from renewable 

energy and nature-based projects. Agricultural projects lag despite high potential. 

 Community Risk: Power imbalances, opaque benefit-sharing, and lack of prior informed 

consent (FPIC) expose communities to exploitation. 

 Regulatory Gap: India’s CCTS emphasizes procedural compliance but lacks safeguards for land 

rights, FPIC, and equitable revenue distribution. 

 Overregulation Pitfall: Excessive legal burdens may discourage participation; a balanced 

regulatory approach is required. 

Static and Current Linkages 

Static Topic Current Relevance 

Climate Policy & Carbon 

Markets 
Incentivizing low-carbon practices through market mechanisms. 

Sustainable Agriculture 
Potential to generate credits while promoting climate-resilient 

farming. 

Community Rights & Justice FPIC, land rights, and fair benefit-sharing are essential safeguards. 

Global Best Practices 
Kenyan carbon projects provide cautionary lessons on governance 

and equity. 

Green Growth & Decoupling 
Carbon markets support decoupling economic growth from 

environmental harm. 

Analytical Perspective 

 Economic & Environmental Significance: Carbon markets can accelerate India’s energy 

transition, promote low-emission technologies, and support sustainable agriculture. 

 Social Dimension: Without safeguards, carbon projects risk mimicking colonial extractive 

models, sidelining vulnerable communities, and causing inequitable benefit distribution. 

 Governance Challenges: Asymmetric information and top-down implementation in rural India 

can reproduce power imbalances. 

 Policy Trade-Offs: Effective regulation must balance transparency, equity, and market 

efficiency without imposing bureaucratic choke points. 



 

Policy Significance 

 Equitable Benefit-Sharing: Formalizing transparent mechanisms to distribute financial rewards 

to local communities. 

 Community Consent: Ensuring FPIC in project design and implementation. 

 Stakeholder Engagement: Inclusive consultation with farmers, tribal communities, and 

smallholders to build trust. 

 Adaptive Regulation: Lightweight, flexible frameworks that prevent exploitation while 

encouraging participation. 

 Integrity of Carbon Market: Safeguards enhance credibility domestically and internationally, 

attracting investment while maintaining social legitimacy. 

Strategic & Economic Implications 

Aspect Implication 

Climate Action 

Credibility 
Protecting community rights reinforces trust and market integrity. 

Rural Livelihoods 
Fair benefit-sharing ensures climate projects support, not undermine, local 

communities. 

Investment 

Attraction 

Transparent, equitable carbon markets attract private and international 

investment. 

Social Justice 
Integrating FPIC and land rights safeguards prevent marginalization of 

vulnerable groups. 

Global Leadership 
India can set an example in designing low-carbon initiatives aligned with 

equity and sustainability. 

Challenges Ahead 

 Power asymmetry and marginalization of smallholders and tribal communities. 

 Potential land-use conflicts with customary rights and village commons. 

 Lack of transparency in benefit-sharing arrangements. 

 Risk of top-down project imposition replicating extractive models. 

 Ensuring market participation while keeping regulatory frameworks light and effective. 

Conclusion 

India’s Carbon Credit Trading Scheme offers a pathway to low-carbon economic growth and climate 

action, but without safeguards, it risks marginalizing vulnerable communities and replicating extractive 

practices. Learning from global experiences, India must ensure community consent, equitable benefit-

sharing, and transparent governance, while maintaining market efficiency. A balanced regulatory 

approach, combined with stakeholder engagement, will help India build a credible, equitable, and 

socially just carbon market — promoting both environmental sustainability and social justice. 



 

 UPSC Prelims Practice Question   

Ques: Which of the following statements regarding India–Russia oil trade in 2025 is correct? 

a) India completely stopped importing oil from Russia in 2025. 

b) India remains the largest buyer of Russian oil, though imports fell by ~45% in some PSUs between 

June–Sept 2025. 

c) India imposed penalty tariffs on the U.S. due to energy imports. 

d) Russia no longer exports oil to India.  

Ans : b) 

UPSC Mains Practice Question   

Ques. Examine the potential social and environmental risks associated with carbon markets in India 

and suggest safeguards. (250 Words) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Page : 09 : GS 3 : Indian Economy / Prelims 

Bihar, despite its fertile land and historical significance, remains one of India’s most underdeveloped 

states. While some attribute this to its landlocked geography, a closer analysis reveals that structural, 

political, and social factors play a more decisive role. Challenges related to agricultural productivity, 

industrialisation, state capacity, and resource utilisation have historically constrained Bihar’s growth. 

Understanding these dynamics is critical for designing policies that leverage the state’s comparative 

advantages while addressing its developmental deficits. 

 

Issue Overview 

 Landlocked Argument: Bihar’s geography is often cited as a hindrance for trade and industrial 

development. However, other landlocked states like Telangana and Punjab have successfully 

industrialised, suggesting that infrastructure, human capital, and institutional capacity matter 

more than mere geography. 

 Agricultural Exports: Perishable commodities like makhana, litchi, and corn face high transport 

costs and logistical challenges, partially justifying concerns about market access. Projects along 

the Ganga aim to alleviate these constraints. 



 

 Industrialisation vs Agriculture: Bihar’s economy remains predominantly agrarian, with four-

fifths of its labour in agriculture. Experts argue for a dual strategy — improving agricultural 

productivity while gradually transitioning to industrial and tertiary sectors. 

Key Observations 

 Agricultural Productivity: Despite fertile land and irrigation, Bihar lags behind the national 

average. Lack of state investment during the Green Revolution limited the spread of modern 

agricultural practices in the Indo-Gangetic belt. 

 Industrial Constraints: Freight equalisation policies, internal colonisation, and historical 

resource extraction hindered local industrial development. Industries often rely on cheap labour 

from Bihar without reinvesting locally. 

 Social & Political Factors: 

o Socialist and caste-based politics may have prioritised resource redistribution over 

productive investment. 

o Limited state capacity and inefficient utilisation of Finance Commission grants impede 

developmental initiatives. 

 Migration and Human Capital: Outmigration is a response to lack of local opportunities rather 

than a capitalist conspiracy. Investments in local agriculture and industry reduce migration. 

Static and Current Linkages 

Static Topic Current Relevance 

Geography & 

Development 

Landlockedness is less decisive than infrastructure and institutional 

capacity. 

Agriculture 
Fertile land underutilised; potential for high-value crops and agro-

processing. 

Industrial Policy 
Historical neglect, freight policies, and weak reinvestment limit 

industrialisation. 

Governance & State 

Capacity 

Inefficient resource utilisation constrains growth despite availability of 

grants. 

Social Structure 
Caste-based politics affects entrepreneurship and investment 

confidence. 

Analytical Perspective 

 Economic Factors: Bihar’s backwardness is not geographic but structural: low agricultural 

productivity, weak industrial base, and poor infrastructure. 

 Institutional Constraints: Limited state capacity and ineffective utilisation of funds hinder 

growth. 

 Policy Implications: Investments must focus on capital formation, skill development, and 

infrastructure, rather than solely providing special status or grants. 



 

 Social Dynamics: Resource allocation and caste politics affect productive investment; fostering 

entrepreneurship and social accountability is critical. 

 Comparative Lessons: Other landlocked states like Telangana and Punjab demonstrate that 

educated workforce, infrastructure, and policy orientation can overcome geographic limitations. 

Policy Significance 

 Agricultural Modernisation: Invest in irrigation, mechanisation, and value-added crop 

processing. 

 Industrial Promotion: Provide incentives, ease of doing business, and infrastructure to attract 

local and external industries. 

 Effective Fund Utilisation: Ensure Finance Commission grants and special status funds are 

reinvested for productive outcomes. 

 Social Awareness & Governance: Encourage transparency and accountability to prevent elite 

capture of resources. 

 Balanced Development: Combine improvements in agriculture with industrialisation to create 

employment and reduce migration. 

Strategic & Economic Implications 

Aspect Implication 

Economic Growth 
Structural reforms, not geography, are key to unlocking Bihar’s 

potential. 

Agricultural 

Productivity 

Modernisation can reduce dependence on migration and improve 

rural livelihoods. 

Industrial 

Development 

Focused investment can attract capital and create employment 

locally. 

Social Equity 
Equitable reinvestment strengthens human capital and reduces 

elite capture. 

State Capacity 
Enhancing institutional effectiveness is crucial for utilising special 

status funds. 

Challenges Ahead 

 Low agricultural productivity despite fertile land. 

 Historical neglect of industrialisation and infrastructure. 

 Caste-based politics affecting resource allocation. 

 Limited state capacity and inefficient fund utilisation. 

 Migration persists due to lack of local opportunities. 

 

 



 

Conclusion 

Bihar’s underdevelopment cannot be attributed solely to its landlocked geography. The state faces 

structural, institutional, and social constraints that impede growth. Improving agricultural productivity, 

industrialisation, infrastructure, and state capacity, coupled with effective utilisation of resources, can 

transform Bihar’s economy. Special status or grants may help if reinvested productively, but sustainable 

development requires a long-term strategy of capital formation, skill development, and social 

accountability. Geography alone is not destiny; institutional effectiveness and policy orientation are 

decisive. 

UPSC Prelims Practice Question   

Ques : Consider the following statements regarding the economic geography of Bihar: 

1. Bihar is a landlocked State and lacks direct access to seaports. 

2. Bihar has higher agricultural productivity than the national average due to its fertile Gangetic plains. 

3. The Green Revolution spread widely in Bihar’s Indo-Gangetic belt due to State-led irrigation 

investments. 

Which of the statements given above is/are correct? 

(a) 1 only 

(b) 1 and 2 only 

(c) 1 and 3 only 

(d) 2 and 3 only  

Ans: a) 

UPSC Mains Practice Question   

Ques: Despite being landlocked, states like Punjab and Telangana have achieved significant economic 

growth, while Bihar continues to lag behind. Critically examine the factors responsible for Bihar’s 

underdevelopment. (150 Words) 

 

 

 

 

 

 

 

 

 



 

Page 10 : GS 2 : Indian Polity / Prelims 

India’s federal fiscal framework has been undergoing structural changes since the introduction of the 

Goods and Services Tax (GST) in 2017. While GST aimed to create a unified tax regime and improve 

efficiency, it has also centralised taxation power, thereby constraining the fiscal autonomy of the States. 

The recent abolition of the GST compensation cess marks the end of a transitional era, intensifying 

concerns over State finances, resource distribution, and cooperative federalism. As public expectations 

and service delivery responsibilities expand, the imbalance between the Centre’s control over taxation 

and the States’ expenditure obligations has become increasingly visible. 

Issue Overview 

 End of GST Compensation: 

o The merger of the compensation 

cess with regular taxes marks the 

cessation of the five-year revenue 

protection mechanism initially 

guaranteed to States. 

o While the Centre argues that 

States have benefitted through 

compensation, several States fear a 

larger-than-estimated revenue 

loss and lack of fiscal safeguards. 

 Centralisation of Tax Power: 

o Post-GST, taxation power has 

effectively shifted from individual 

States to the GST Council, where 

the Centre dominates. 

o The cess and surcharge 

mechanism, outside the divisible 

tax pool, further strengthens the 

Centre’s fiscal leverage. 

 Rising State Expenditure 

Commitments: 

o States bear primary responsibility for key welfare and governance areas — health, 

education, agriculture, law and order, and local government — leading to rising 

expenditure without corresponding revenue flexibility. 

Constitutional and Institutional Framework 

 Constitutional Provisions: 

o Articles 246, 268–293 define Centre-State fiscal relations. 

o Article 280 establishes the Finance Commission (FC) to recommend tax devolution and 

grants. 



 

o Articles 275 & 282 provide for statutory and discretionary grants respectively. 

 Evolution of Revenue Sharing: 

o From the 11th to 14th Finance Commission, States’ share in central taxes rose from 29.5% 

to 42%, later adjusted to 41% after J&K’s reorganisation. 

o However, actual devolution as a share of Gross Tax Revenue (GTR) has fallen, largely due 

to the Centre’s growing reliance on cesses and surcharges, which are not shareable with 

States. 

Key Observations 

Aspect Observation 

GST Regime Impact 
Shifted taxation power to the Centre through the GST Council; eroded 

States’ fiscal autonomy. 

Falling Devolution Share 
Despite higher FC recommendations, actual transfers lag due to 

exclusion of cesses/surcharges. 

Dependence on Centre 
States’ dependence on central transfers is 44% on average, with poorer 

States like Bihar depending up to 72%. 

Fiscal Asymmetry 
Centre controls most revenue; States bear most expenditure 

responsibility. 

Finance Commission 

Concerns 
Inconsistency in criteria and weights penalises progressive States. 

Centrally Sponsored 

Schemes (CSS) 

Expansion of CSS increases Centre’s expenditure but overlaps with State 

subjects. 

Analytical Perspective 

 Design Asymmetry: India’s fiscal system exhibits vertical imbalance — centralised revenue 

collection and decentralised spending responsibilities. The post-GST architecture has 

aggravated this mismatch. 

 Cooperative Federalism in Question: The erosion of fiscal space for States undermines the spirit 

of cooperative federalism, especially in Opposition-ruled States that face uncertainty in fund 

flows. 

 Inefficient Resource Utilisation: Complex transfer mechanisms and political discretion in 

scheme-based funding reduce transparency and accountability. 

 International Comparison (Canada Model): Canada allows greater fiscal autonomy — provinces 

collect 54% of revenue and spend 60%, ensuring flexibility and ownership in service delivery. 

 

 

 



 

Policy Implications & Reform Options 

Reform Area Recommended Measures 

Expand Tax Base Sharing 
Allow States to share or top-up personal income tax on a 50:50 basis with 

the Centre. 

Revisit Devolution 

Formula 

Review the Finance Commission’s approach to ensure progressive States 

are not penalised. 

Merge Cesses & 

Surcharges 
Bring these into the divisible pool to ensure fairer distribution. 

Empower GST Council 

States 
Enhance voting parity and representation in decision-making. 

Rationalise CSS Limit Central intervention in subjects constitutionally assigned to States. 

Transparency 

Mechanisms 
Public disclosure of fund allocations and performance-based grants. 

Static & Current Linkages 

Static Topic (Polity & 

Economy) 
Current Relevance 

Centre–State Financial Relations GST and cess structure alter fiscal federalism balance. 

Finance Commission Role in vertical and horizontal devolution critical post-GST. 

Cooperative Federalism Erosion of fiscal autonomy challenges the principle. 

Fiscal Consolidation 
States’ borrowing limits and deficits impact macroeconomic 

stability. 

Tax Policy Income tax sharing and GST rationalisation debates intensify. 

Challenges Ahead 

 Rising expenditure responsibilities with limited revenue control. 

 Political friction over fiscal autonomy and compensation. 

 Dependence on Central transfers creates liquidity risks. 

 Inconsistency in Finance Commission criteria and CSS funding. 

 Need for dynamic federal adjustments amid evolving fiscal landscape. 

 

 

 

 



 

Strategic & Economic Implications 

Aspect Implication 

Economic Stability Fiscal imbalance may strain national growth and fiscal discipline. 

Federal 

Governance 
States’ constrained autonomy can weaken cooperative federalism. 

Service Delivery Revenue limitations affect sectors like education, health, and rural development. 

Fiscal Innovation 
Sharing income tax base or creating State-level surcharges could enhance 

efficiency. 

Conclusion 

India’s fiscal federalism stands at a crossroads. While GST has streamlined taxation and improved 

compliance, it has also centralised fiscal authority, restricting the States’ capacity to mobilise resources 

independently. With public aspirations rising and service demands widening, restoring fiscal space for 

States is not just an economic necessity but a political imperative. Empowering States through revised 

devolution formulas, transparent transfers, and partial tax autonomy will help revitalise cooperative 

federalism and ensure that development remains balanced, inclusive, and truly federal. 

UPSC Prelims Practice Question   

Ques: Which of the following revenues are not part of the divisible pool shared between the 

Centre and the States? 

(a) Income tax 

(b) Corporation tax 

(c) Cesses and surcharges 

(d) Customs duty 

Ans : c)  

UPSC Mains Practice Question   

Ques: Despite successive Finance Commissions recommending higher devolution, States continue to 

face fiscal constraints. Analyse the reasons for this trend and suggest measures to enhance fiscal 

autonomy of States. (150 Words) 

 

 

 

 

 



 

Page : 08 Editorial Analysis  

 

 

 

 

 

 

 

 

 

GS. Paper 2– Indian Polity 

UPSC Mains Practice Question: The attempt to elevate B.N. Rau over B.R. Ambedkar in 

constitutional authorship reflects a larger discomfort with Dalit agency in India’s nation-

building. Discuss. (150 Words) 



 

Context :  

The global economic order is undergoing a seismic transformation, driven by the U.S.–China great-

power rivalry, populist-autocratic governance, and technological shifts. Traditional norms of liberal 

globalisation are challenged by state-centric capitalism, digital ecosystems, and geopolitical 

recalibrations, creating both risks and opportunities for emerging economies like India. 

 Populist-autocrats prioritise oligopolies and crony-capitalists, often undermining social 

contracts. 

 U.S. strategic and economic actions (tariffs, sanctions, supply chain securitisation, digital 

currency ecosystems) are reshaping global trade, finance, and tech landscapes. 

 Big Tech and digital infrastructure influence value chains, political outcomes, and economic 

sovereignty. 

 Global South nations are seeking alternatives via bilateral treaties, localisation of production, 

de-dollarisation, and strategic alliances. 

 India and China, historically dominant economies, have a window to forge a more equitable 

global order. 

Static and Current Linkages 

Static Topic Current Relevance / Link 

Globalisation & Economic 

Governance 

Neoliberal norms disrupted by U.S.–China rivalry and populist-

autocrats. 

Digital Finance & AI 
SWIFT system, AI Action Plans, digital currencies influence trade and 

sovereign autonomy. 

Debt and Development 
Cuts in aid and structural adjustment constraints harm vulnerable 

nations. 

Global South Collaboration 
BRICS, South-South partnerships, and new trade/debt frameworks 

offer alternatives. 

Domestic Policy & State Role 
Strong state intervention needed in critical sectors for national 

security and global competitiveness. 

Analytical Perspective 

1. Great-Power Rivalry & Geoeconomic Shifts 

o U.S.–China competition drives supply chain realignments, rare earth securitisation, and 

protectionist measures. 

o Emerging conflicts, sanctions, and trade wars disrupt traditional liberal order. 

2. Digital and Financial Paradigm 

o Big Tech and AI reshape value extraction, political power, and economic dependencies. 



 

o State-backed digital currencies may undermine national sovereignty and AML 

frameworks. 

3. Opportunities for the Global South 

o Strategic localisation, debt relief frameworks, and South-South alliances allow countries 

to assert agency in global economics. 

o India can lead a New Economic Deal advocating fairer representation in global 

institutions and sustainable development. 

4. Domestic Recalibration Imperative 

o State must prioritise energy, infrastructure, defence, health, education, and digital 

finance. 

o Public sector units and sovereign wealth-funds can drive strategic national objectives. 

o Anti-monopoly norms and R&D investment are crucial for global competitiveness. 

Strategic Implications 

 National Security & Sovereignty: Economic self-reliance in strategic sectors reduces vulnerability 

to external shocks. 

 Global Leadership: India can shape a more equitable world order and amplify South-South 

cooperation. 

 Economic Resilience: Diversified supply chains, sovereign control, and strategic investments 

safeguard against global turbulence. 

 Digital & Technological Edge: Harnessing AI, cloud, and digital finance strengthens India’s 

competitive advantage. 

Challenges 

1. Global Uncertainty: Great-power conflicts and populist policies increase instability. 

2. Digital Colonisation: Dependence on foreign digital infrastructure risks economic sovereignty. 

3. Domestic Implementation: Strong state action requires policy continuity, bipartisan consensus, 

and anti-corruption measures. 

4. Debt and Aid Gaps: Vulnerable economies are constrained by declining development aid. 

5. Geopolitical Pressure: Aligning with multiple global actors without compromising autonomy. 

Conclusion 

The ongoing global economic transformation presents India with a strategic window to consolidate 

economic sovereignty, strengthen domestic institutions, and lead the Global South toward a more just 

and stable world order. By combining state-led intervention, strategic public sector leverage, and 

global partnerships, India can not only safeguard its national interests but also assert a constructive 

role in shaping the emerging geoeconomic landscape. 


