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What is a Trade War?

- ‘when countries impose tariffs or 
other trade barriers on each other to 
protect domestic industries or 
retaliate against trade practices 
perceived as unfair’

Trade Wars - But Why? - History

- Post 2nd WW - US - LIO 
- Characterised by: 

● Free trade (WTO, GATT).
● Multilateral cooperation (UN, 

IMF, World Bank).
● Open markets & Globalization
● RBO - International Governance

- Perceived Shift - Especially after GFC 
- More prominently - Trump’s 
Campaign - First Term 

Reasons:
● Shift in Global Leadership & Decline 

of US-led Multilateralism - Indo- 
Pacific; Rise of China, BRICS; RCEP>TPP

● Job Losses & Deindustrialization - 
outsourcing; ‘Detroit’; Immigrants - 
Skilled & Unskilled - fuelled 
resentment

● Trade Deficit Concerns - 
Imports>Exports; China - $383 billion 
(2023)

● National Security & Strategic 
Competition - China - RE - IP 
Violations - AI, SCs, Battery Systems; 
Critical Minerals

● COVID-19 & Supply Chain 
Disruptions - exposed US reliance - 
"Reshoring"

Key Protectionist Measures taken by 
US
● Tariffs on China - Chinese steel, 

aluminum, and electronics - Huawei
● USMCA Agreement (Revised NAFTA) - 

auto manufacturing and labor stds.

● ‘Buy American’ Policies - esp. Govt. 
Procurement

● Inflation Reduction Act (2022) -  U.S. 
green energy firms

● CHIPS & Science Act (2022) - Aimed 
for - ‘tech decoupling’

● Tariffs on Canada’s Lumber
● Tariffs on Mexican agricultural 

products
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Impact of Trade War: 
● Global Economic Slowdown - IMF - 

0.8% Global GDP
● Declining industrial production and 

investments - US & China - More in 
some sectors

● Price Hikes for Consumers - US
● Food Inflation in China - Soybean
● Weakened Multilateral Trade System
● Strengthening of Regional Trade Blocs
● China’s Shift Towards Other Markets

For India:
Positive-

- American firms - diversifying SCs - 
Greater FDI - May benefit Indian 
Manufacturers

- Indian Exporters - Competitive Edge
- Agricultural & Dairy Exports

Negative- 
- Tough competition from SEA - EODB, 

Lower PC
- US-China trade war -  disrupt global 

oil markets
- China - dumping -  excess goods
- Trade uncertainty - strengthen the US 

dollar
- Higher Inflation

Way Forward
● Strengthening Multilateralism: WTO 

& G20
● Balanced Approach: US - Protect 

strategic industries ~ free trade.
● Regional Partnerships: 

Strengthening Quad, IPEF, and 
Indo-Pacific SCs

● Fair Trade, Not Isolation: WTO rules > 
unilateral tariffs.

● Domestic Investment in Technology 
& Innovation

For India
● Domestic Manufacturing - PLI - SCs, 

RE Systems, EVs
● Diversify Trade Partnerships - CEPAs, 

etc
● Boost Infrastructure & Logistics - 

Connectivity; Gati Shakti, Digital 
Connectivity

● Explore New Markets: EU, ASEAN,and 
Africa.

MAINS PRACTISE QUESTION

"The trade wars initiated by the United 
States, have had significant 
implications for global trade, economic 
stability, and emerging economies like 
India. Analyze the key reasons behind 
these trade wars and discuss their 
impact on the global economy, with a 
special focus on India. Also, suggest 
measures India can adopt to mitigate 
any negative consequences and 
leverage emerging opportunities."

(15 Marks, 250 words)
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What are Freebies?
- Short-term handouts aimed at voter 

appeal 
- Often lack sustainability aspect - 

lasting Socio-Economic well-being
- E.g. free laptops, TVs, bicycles, 

electricity and water, etc.
- PM - Criticised - “Revdi Culture” 

How to distinguish with ‘Real’ 
Welfare?

- Welfare schemes - Target Population 
- Std. of Living & Resource Access

- In line with  - DPSPs
- Promote Long-term Human Dev.
- PDS, MGNREGA, MDM, POSHAN

Positive aspects of Freebies:
- Cater specially to Lower Class/Lower 

strata 
- Serves as a ‘Foundation’ for several 

welfare measures - MDM - K. 
Kamaraj; NFSA - N.T. Rama. Rao; 
Telangana’s Rythu Bandhu and 
Odisha’s KALIA schemes - PM-KISAN

- Boost Livelihood/Production - sewing 
machines, cycles - Productive 
Investment

- Enhanced Social Welfare - 
Vulnerable sections - essential 
services and goods; e.g. free bus 
passes for women

- Increased Access to Education and 
Skill Development - Improve 
accessibility; e.g. Free Laptops - 
enhance skills; NITI Aayog - BIHAR & 
WB - Bicycles - Red. Drop-out rates

- Strengthening Political Engagement 
and Public Trust - Demonstrate 
enhanced responsiveness - CPR - 
BIHAR & UP
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Negative aspects of Freebies:
● Burden on Public Finances: Costs ~ 

0.1% to 2.7% of GSDP; Andhra Pradesh 
and Punjab > 10%. 

● Against Free and Fair Election: 
‘undue influence’ on Voters; Small 
parties - disadvantages; similar to 
giving bribes

● Distortion in Resource Allocation: 
Misallocation of resources - diversion 
of funds. NITI Aayog criticised 
subsidies - laptops in UP - 
comprehensive education reforms

● Dependency Culture: Discourages 
self-reliance, initiative 
entrepreneurship

● Reduced Accountability: Distract 
from systemic issues and failures

● Environmental Impact: Overuse of 
natural resources - water and 
electricity; Punjab - Soil degradation
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Way Forward 
● Strengthening Democratic 

Institutions:  ECI - effective 
monitoring and regulation of freebies  

● Enhancing Voter Awareness: 
informed decisions  - long-term 
development agendas 

● Shifting Policy Focus: Encouraging 
political parties - sustainable, 
long-term policy planning and 
development > populism

● Ensuring Transparent Governance: 
accountability - implementation - 
reduce corruption - public trust 

● Strengthening Social Security 
Systems: comprehensive measures -  
quality healthcare, robust education 
systems, job creation, poverty 
alleviation programs MAINS PRACTISE QUESTION

"The rising culture of freebies in India 
has sparked debates on fiscal 
sustainability and governance, often 
being contrasted with genuine welfare 
measures. Critically analyze the impact 
of freebies on economic stability and 
democratic accountability. How can 
policymakers strike a balance between 
welfare and fiscal prudence?"

(15 Marks, 250 words)
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Q1. Consider the following statements regarding the 
National Assessment and Accreditation Council 
(NAAC) ?

1. It is an autonomous body that assesses and 
accredits Higher Education Institutions (HEIs).

2. It is funded by the UGC and evaluates the 
institutions in terms of their performance 
related to the teaching-learning processes, 
faculty, etc.

Which of the statements given above is/are 
correct?

a) 1 only
b) 2 only
c) Both 1 and 2
d) Neither 1 nor 2

Answer: c

Q2. Consider the following statements : 
1. Freebies are short-term, populist measures 

with a long-term vision. 
2. Freebies differ from welfare measures, which 

enforce the Directive Principles of State Policy.

Which of the statements given above is/are 
correct?

a) 1 only
b) 2 only
c) Both 1 and 2
d) Neither 1 nor 2

Answer: b

Q3. Arrange the following locations from North to 
South:

1. Zaranj 
2. Zahedan
3. Chabahar Port
4. Kandla Port

Select the correct code from the options given 
below:
a)  1,2,3,4
b)  2,4,3,1
c) 3,4,2,1
d) 4,3,2,1

Answer: a

Q4. Consider the following statements 
regarding the Gyan Bharatam Mission:

1. It is a special mission for the 
survey, documentation, and 
conservation of India’s manuscript 
heritage lying with academic 
institutions, museums, libraries, 
and private collectors.

2. It will only be accessible to 
researchers, students, and 
institutions of India.

Which of the statements given above 
is/are NOT correct?

a) 1 only
b) 2 only
c) Both 1 and 2
d) Neither 1 nor 2

Answer: b

Q5. Which of the following is known as 
“cattle of mountain”?
a) Bros Frontalis
b) Lama glama
c) Capra aegagrus hircus
d) Ovis aries

Answer: a
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