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Chapter 1- State of Economy

● Global growth: fragile, diverging, 
geopolitically constrained

● Trade policy driven by security & strategic 
considerations

● High Global Economic Policy Uncertainty 
Index (near pandemic levels)

● Risks: Geopolitical escalation, Financial 
stress from leveraged AI investments, 
Capital flow volatility

Implication for India:External tailwinds weak → 
domestic demand, reforms, and resilience 
become primary growth drivers
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Nowcasting Model

● COVID-19 lockdowns → economic 
disruption

● Policy need → real-time growth 
assessment

● Official GDP data → 2-month lag
● Institutional response → GDP 

Nowcasting Model (Economic Division)
● Nowcasting → present / near-future / 

recent-past estimation
● Horizon → short-term forecasting
● Method → early-release data 

exploitation
● Inputs → High-Frequency Indicators 

(monthly)
● Output → early estimate of quarterly 

GDP
● Reference → Banbura, Giannone & 

Reichlin (2010)
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India’s Growth Performance: Momentum Intact : 
Recent Trends

● Strong growth in Q1, acceleration in Q2 & Q3
● FY26 growth expected >7%
● Growth broad-based across:

○ Consumption
○ Investment
○ Industry
○ Services
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Measures taken

1. Increase public capital expenditure to 
crowd-in private investment

2. Strengthen infrastructure & logistics (PM 
Gati Shakti, multimodal transport)

3. Boost manufacturing investment through 
PLI and policy certainty

4. Accelerate labour formalisation via GST, 
EPFO, ESIC coverage

5. Implement Labour Codes to improve 
flexibility and job security

6. Expand skilling & employability 
programmes aligned with industry needs

7. Scale Digital Public Infrastructure to reduce 
costs and improve efficiency

8. Simplify regulations & compliance burden 
to raise productivity

9. Promote innovation and technology 
adoption across sectors

10. Maintain macroeconomic stability (fiscal 
discipline, low inflation, financial stability)
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Chapter 2 : Fiscal Developments

Context & Rationale of the Chapter : Post-COVID 
phase required counter-cyclical fiscal expansion

● Now, priority has shifted to:
○ Fiscal consolidation
○ Debt sustainability
○ Quality of expenditure

Special emphasis in this chapter: State 
government finances (unlike earlier Surveys)
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PRELIMS 2025

Class XIIth : Macro- Economics :
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Chapter 3 : Monetary Management & 
Financial Intermediation

Context & Rationale of the Chapter : 
Post-COVID phase required counter-cyclical 
fiscal expansion

● Now, priority has shifted to:
○ Fiscal consolidation
○ Debt sustainability
○ Quality of expenditure

Special emphasis in this chapter: State 
government finances (unlike earlier 
Surveys)
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National Pension System (NPS)

● Launched: 2004 (for government employees)
● Extended to all citizens: 2009
● Nature: Defined contribution pension scheme
● Market-linked returns
● Partial withdrawal & portability allowed

Atal Pension Yojana (APY)

● Targets unorganised sector workers

Eligibility

● Age at entry: 18–40 years
● Individuals not covered under:
● EPF / EPS
● NPS (mandatory government employees)
● Assured pension: ₹1,000–₹5,000 per month
● Government co-contribution for eligible 

subscribers
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Unified Pension Scheme (UPS) 

Unified Pension Scheme (UPS) 

● The Centre has unveiled the Unified Pension 
Scheme (UPS), which is broadly similar to the 
Old Pension Scheme (OPS).

● Assured Benefit: Guarantees 50% of 
last-drawn salary as a lifelong monthly 
pension to government employees.

● Key Difference from OPS:
○ OPS: Non-contributory and unfunded, 

with no employee or employer 
contributions, creating open-ended 
fiscal liabilities.

○ UPS: Contributory scheme with shared 
responsibility.

● Contributions under UPS:
○ Employee: 10% of salary
○ Government: 18.5% of salary

Assured Pension

● Pension equal to 50% of average basic pay 
drawn during the last 12 months before 
superannuation.

● Applicable for employees with minimum 25 
years of service.

● Proportionate pension for service less than 
25 years, subject to a minimum of 10 years 
of service.

Assured Family Pension

● On the death of the pensioner, family 
pension = 60% of the admissible pension.

● Payable immediately after demise.

Assured Minimum Pension

● Employees with less than 25 years of service 
but minimum 10 years of service are 
guaranteed:

○ ₹10,000 per month as minimum 
pension on superannuation.
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Chapter 4 : External Sector
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Global Trade Environment

● Global trade increasingly shaped by:
○ Geopolitics and security 

considerations
○ Fragmentation of supply chains
○ Strategic trade restrictions and 

sanctions
● Decline of rules-based multilateralism
● Rising Trade Policy Uncertainty (TPU)

Implication: Export competitiveness must be built for 
a less predictable, more coercive trade regime

Structural Issue

● Persistent merchandise trade deficit
● Services surplus + remittances:

○ Macro-stabilising
○ Not sufficient for durable currency 

strength
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Chapter 5 : Inflation

Global Inflation Context : Post-pandemic 
global inflation has moderated

● Advanced Economies (AEs):
○ Disinflation aided by monetary 

tightening
○ Core inflation easing gradually

● Emerging Markets: Faster inflation 
normalisation due to supply-side 
adjustments

Key insight: Global inflation shock was 
transitory but asymmetric, with lingering 
sectoral pressures.
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Chapter 6 : Agriculture and Food 
Management

Economic Survey- Sectoral Engines of 
Growth

The 
Analyst 
Handout

30th January 2026

CONTEXT: The Economic Survey was presented in Parliament on 29 January. 
 



Sector Overview

● Agriculture & allied sectors:
○ Backbone of food security
○ Key for inflation control
○ Major source of rural livelihoods

● Performance supported by:
○ Normal monsoons
○ Improved procurement & buffer stocks

Productivity: The Central Constraint

Key Issues

● Low Total Factor Productivity (TFP)
● Fragmented landholdings
● Climate stress

Policy Interventions

● Digital Agriculture Mission
● Soil Health Cards
● Natural Farming (BPKP, NMNF)
● Custom Hiring Centres (mechanisation 

access)

Economic Survey- Sectoral Engines of 
Growth

The 
Analyst 
Handout

30th January 2026

CONTEXT: The Economic Survey was presented in Parliament on 29 January. 
 



Chapter 7 : Services

Economic Survey- Sectoral Engines of 
Growth

The 
Analyst 
Handout

30th January 2026

CONTEXT: The Economic Survey was presented in Parliament on 29 January. 
 



Economic Survey- Sectoral Engines of 
Growth

The 
Analyst 
Handout

30th January 2026

CONTEXT: The Economic Survey was presented in Parliament on 29 January. 
 



Economic Survey- Sectoral Engines of 
Growth

The 
Analyst 
Handout

30th January 2026

CONTEXT: The Economic Survey was presented in Parliament on 29 January. 
 



Chapter 8 : Industry’s Next Leap

Economic Survey- Sectoral Engines of 
Growth

The 
Analyst 
Handout

30th January 2026

CONTEXT: The Economic Survey was presented in Parliament on 29 January. 
 



Economic Survey- Sectoral Engines of 
Growth

The 
Analyst 
Handout

30th January 2026

CONTEXT: The Economic Survey was presented in Parliament on 29 January. 
 



Economic Survey- Sectoral Engines of 
Growth

The 
Analyst 
Handout

30th January 2026

CONTEXT: The Economic Survey was presented in Parliament on 29 January. 
 



Chapter 9 : Investment and 
Infrastructure
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Chapter 12 : Employment and Skill 
Development
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Chapter 15 : Urbanisation
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Why Urbanisation Matters for Growth

● Cities are engines of:

○ Productivity
○ Innovation
○ Job creation

● India’s urban population share rising steadily.
● However, economic returns to urbanisation 

remain sub-optimal

Key diagnosis: India is urbanising without 
commensurate city capacity and capability.

Governance Deficit: The Central Constraint

Core Problems

● Urban Local Bodies (ULBs):
○ Limited fiscal autonomy
○ Weak administrative capacity
○ Dependence on state governments

● Cities lack economic agency despite 
responsibility for service delivery

” Cities manage growth without the power to shape 
it”.

Binding Constraints in Indian Cities

(A) Land & Housing

● Rigid land-use regulations
● Low Floor Space Index (FSI)
● Result:

○ Urban sprawl
○ Housing shortages
○ High property prices

(B) Mobility

● Congestion
● Inadequate public transport integration
● Poor last-mile connectivity

(C) Sanitation & Waste Management

● Solid waste processing gaps
● Informal sanitation workforce
● Environmental and health risks

These constraints raise cost of living and cost of 
doing business.
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OVERARCHING IDEA : India must move beyond 
import substitution to strategic resilience and 
ultimately to strategic indispensability, built on state 
capacity, competitive industry, and citizen 
participation

I
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Tiered Framework for Strategic Indigenisation

● Not all sectors need same treatment
● Prioritise:

○ Critical minerals
○ Energy
○ Defence
○ Advanced manufacturing

● Avoid blanket protection

“Decisions about what not to protect are 
as important as what to protect.”

Input Cost Reduction Strategy

● India suffers from:
○ High cost of capital
○ High energy costs
○ Logistics inefficiencies

● Raising tariffs on inputs:
○ Acts as a tax on exporters
○ Weakens competitiveness

Preferred strategy: Lower cost of capital and 
logistics, not higher tariff walls.

Manufacturing as a Disciplining System : 
Manufacturing forces discipline on:

● State capacity
● Logistics
● Labour regulation
● Infrastructure quality

Unlike services, manufacturing cannot bypass weak 
institutions.

PART II

Building Strategic Resilience: Role of State, Private 
Sector & Citizens

State Capacity: The Binding Constraint

Central Diagnosis : India’s biggest constraint today 
is state capacity, not policy intent.

Problems include:

● Process-heavy governance
● Risk aversion
● Compliance over outcomes

The Entrepreneurial State (Key Concept)

Borrowing from Mariana Mazzucato:

An entrepreneurial state acts under 
uncertainty, structures risk, learns by 
doing, and corrects course.

It does not mean:

● State capitalism
● Cronyism
● Running businesses

It means:

● Mission-mode governance
● Platform creation
● Capability building

Examples:

● Semiconductors
● Green hydrogen
● DPI platforms
● Deregulation compacts
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Regulation as Capability, Not Control

● Shift from:
○ Inspection-based control

● To:
○ Trust-based compliance
○ Risk-based regulation

“Deregulation is not withdrawal of the 
state, but institutional capability in 
action”.

Role of the Private Sector : India’s private corporate 
sector must stop seeking negotiated shelter.

Expected role:

● Compete globally
● Invest in scale & productivity
● Accept import competition
● Support MSME ecosystems

Protection-seeking weakens: Exports, Currency 
stability, Strategic credibility

Role of Citizens & Social Norms

● State capacity is a human system
● Depends on:

○ Trust
○ Compliance
○ Civic responsibility

Examples:Tax compliance, Urban order, 
Environmental behaviour

Citizens are co-creators of state capacity.

Strategic Payoff

If India succeeds: Higher productivity, Stronger 
currency, Lower cost of capital, Greater geopolitical 
influence

Power = Productive capacity × Institutional quality × 
Strategic concentration.
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Consumer Price Index (CPI)

Measures changes in retail prices of goods and 
services consumed by households; reflects cost of 
living inflation.

Coverage

● Goods and services
● Food, housing, clothing, fuel, health, 

education, transport, etc.
● Compiled by National Statistical Office 

(NSO), MoSPI
● Anchor for inflation targeting framework
● RBI target: 4% ± 2%
● Used for DA revision, welfare indexation
● High food weight → CPI highly sensitive to 

monsoon, MSP, supply shocks
● Explains food-led inflation volatility in India

New Inflation Series : Food’s 
Weight to fall to 37 %
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Wholesale Price Index (WPI)

Measures price changes at the first point of 
bulk sale (wholesale stage); reflects 
producer-side price pressures.

● Goods only (services excluded)
● Compiled by Office of Economic 

Adviser, Ministry of Commerce & 
Industry

● Early indicator of cost-push inflation
● Sensitive to fuel and input cost shocks
● Excludes services → declining 

relevance in a services-led economy

New Inflation Series : Food’s 
Weight to fall to 37 %
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Prelims Pointers

Form-7 for  Deletion / 
Objection in Electoral Roll 
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Q1. Consider the following statements regarding 
the Economic Survey of India:
1. It is prepared by the Economics Division of 

the Department of Economic Affairs under 
the Ministry of Finance.

2. It is laid before Parliament for discussion and 
voting after the presentation of the Union 
Budget.

3. It reviews macro-economic performance 
and provides an analytical basis for policy 
priorities and reforms.

How many of the statements given above is/are 
correct?

a)  Only One
b)  Only Two
c)   All Three
d)  None

Answer: b
 
Q2. Consider the following statements regarding 
pension schemes in India:
1. Under the Old Pension Scheme, the 

government guarantees a lifelong 
post-retirement income, with pension 
amount linked to the last drawn salary.

2. The National Pension Scheme is a 
contributory scheme in which both 
employees and the government contribute.

3. Under the National Pension Scheme, the 
entire pension corpus can be withdrawn 
tax-free as a lump sum at the time of 
retirement.

Which of the statements given above is/are 
correct?

a) 1 and 2 only
b) 2 only
c) 1 and 3 only
d) 1, 2 and 3

Answer: a

Q3. Consider the following statements:
1. Headline inflation excludes food and fuel 

prices in order to capture long-term 
inflationary trends in the economy.

2. Core inflation reflects the overall cost of living 
by covering all goods and services, including 
food and fuel.

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: d
 
Q4. Consider the following statements regarding 
the Labour Codes enacted in India:
1. The Labour Codes mandate a statutory 

national floor wage and ensure equal pay 
for equal work across establishments.

2. Under the Labour Codes, the role of labour 
inspectors has been completely abolished 
to improve ease of doing business.

3. The Labour Codes provide for higher 
thresholds for layoff, retrenchment and 
closure, along with provisions for direct 
hiring and fixed-term employment.

How many of the statements given above is/are 
incorrect?

a)  Only One
b)  Only Two
c)   All Three
d)  None

Answer: a

Q5. Form 7 under the Representation of the People 
framework is used in which of the following 
situations?
1. Death of a registered voter.
2. Permanent shifting of a voter to another 

constituency.
3. Correction of spelling errors in the voter’s 

name.
4. Presence of duplicate or erroneous entries in 

the electoral roll.
5. Inclusion of a person who is underage or 

otherwise ineligible.
Select the correct answer using the codes given 
below.

a) 1, 2, 4 and 5 only
b) 1, 3 and 4 only
c) 2, 3, 4 and 5 only
d) 1, 2, 3, 4 and 5

Answer: a
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