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Chapter 1- State of Economy e  Risks: Geopolitical escalation, Financial
stress from leveraged Al investments,

e  Global growth: fragile, diverging, Capital flow volatility

geopolitically constrained
e Trade policy driven by security & strategic Implication for India:External tailwinds weak —

considerations domestic demand, reforms, and resilience
e High Global Economic Policy Uncertainty become primary growth drivers

Index (near pandemic levels)
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State of the Economy - Pushing the
Growth Frontier

Global policy is increasingly shaped by security and political
considerations rather than efficiency or multilateral rules
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CONTEXT: The Economic Survey was presented in Parliament on 29 January.
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CONTEXT: The Economic Survey was presented in Parliament on 29 January.

.
Nowcasting Model
e COVID-19 lockdowns — economic
i i . [Tall )
disruption IMF gives ‘C’ grade for India’s
* Policy need — real-time growth national accounts statistics
G S S es S m e nt T.C.A. Sharad Raghavan the lack of producer prices
o . NEW DELHI indices.
Official GDP data — 2-month lag _ It further pointed out
The International Mone- periodic “sizeable discre-
. . tary Fund’s annual review pancies” between the pro-
I n St | t u t | O n O | re S po n Se e d G D P has given India’s national duction and expenditure
accounts statistics — in- approaches of measuring
o H N o AN cluding Gross Domestic GDP, “that may indicate
NOWCOStIng MOdel (ECOnOmIC DlVlSlon) Product (GDP) and Gross the need to enhance the
Value Added (GVA) - a coverage of the expendi-
H - grade of ‘C’, the second- ture approach data and the
® NOWCOStIng — present / neOr future / lowest rating. informal sector”.
According to the IMF, The Indian government
— 1 1 this grade means the data © has, from the beginning,
reC e nt pa St eSt I m G t I O n available  “have some g;giacvﬂﬁzfc::,zgﬁzlf used the income approach
. . shortcomings that some-  hamper surveillance. ReuTers to measure GDP by mea-
== what hamper surveil- suring the incomes of the
H O r I ZO n - S h o rt te r m fo reCO Stl n g lance”. This is of particular  logical weaknesses some-  government, people, and
significance as the govern- ~ what hamper surveillance  companies. However, it al-
_ ment will release the na-  and warrant an overallsec-  so provides an estimate
M et h Od — ea r |y re I eq S e d O tq tional accounts data for Q2 toral rating for the national ~ based on the expenditure
I .t t. of this financial year on accounts of C.” Overall, approach, which attempts
Friday. across all data categories, to quantify GDP through
eXp OI O Io n India has received grade the spending done by
. . Weaknesses cited “B’. There are four grades  these entities.

[ ] I n puts e H |g h - Freq u en Cy I n d | Coto rs “National accounts data intotal: A, B, Cand D. Often, due to the differ-
are available at adequate ing data sources and their
frequency and timeliness  ‘Sizeable discrepancies’  coverage, the two esti-

( m O n t h |y) and provide broadly adeq-  For example, it highlighted  mates of GDP differ, which
uate granularity,” the IMF  an outdated base year of has attracted criticism
H f noted in its annual Article ~ 2011-12 on which the datais ~ from some economists.
[ ] OUtpUt g eO rly estlmate O qUOrterly IV assessment of India’s  based, and the use of who-
economic framework. lesale price indices as data ~ CONTINUED ON
G D P “However, some methodo-  sources for deflators dueto ~ » PAGE 12
° Reference — Banbura, Giannone &
Reichlin (2010)

/&

Ministry of Statistics & Programme Implementation

Azadi g,
Amrit Mahotsav

Fix Base year for GDP, IIP and CPI

ufaf® fafd: 06 AUG 2025 4:34PM by PIB Delhi

BT

T'he proposed new base year for the GDP and IIP is 2022-23, and for CPI the proposed base year is 2024.

into the Incorporated Service Sector. The decision to conduct the next Economic Census i.e., 8th EC is vet to be taken.

The Ministry is underway to revise the base year of Gross Domestic Product (GDP), Index Industrial Production (IIP) and Consumer Price Index (CPI). The base year is

revised periodically to better capture the structural changes happening in the economy by updating the methodology of compilation and incorporation of new data sources.

For the CPI, list of items and their respective weights derived from the Household Consumption Expenditure Survey of 2023-24 is used in the revised index.

The Ministry has conducted its first Forward-Looking Survey on Private Corporate Sector CAPEX Investment Intentions from November 2024 to January 2025 and the

findings of the survey have been published. The Ministry has also conducted a Pilot Study on Annual Survey of Services Sector Enterprises (ASSSE) to capture insights

T'his information was given by the Minister of State (Independent Charge) of the Ministry of Statistics and Programme Implementation; Minister of State (Independent
Charge) of the Ministry of Planning and Minister of State in the Ministry of Culture Rao Inderjit Singh in a written reply to a question in the Lok Sabha today.
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India’s Growth Performance: Momentum Intact :
Recent Trends
e Strong growth in Ql, acceleration in Q2 & Q3
e  FY26 growth expected >7%
° Growth broad-based across:
o  Consumption
o Investment
o  Industry
o Services Private Consumption and Investment are Drivers of India’s Growth
i” Private Consumption i Investment { \\E
i f:’ o g g g E
i I §; I I g
Broad-Based Growth in Real Gross Value Added (%)
: = Avg over FY16 - FY20 m FY25 (PE) m FY26 (FAE)
: e 59 252
i 54
i 45 46 il
s\\ Total GVA Agriculture GVA ‘ l;xdusuy GVA
I’ ............................................................................................... \\
India Retains Strong Growth Momentum, Expected to Grow By 6.8 - 7.2% In FY27
4907 g Nominal GDP —Real GDP growth (RHS) B

357.1

FY16 FY17 FY18
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Measures taken 6. Expand skilling & employability
programmes aligned with industry needs

1. Increase public capital expenditure to
crowd-in private investment 7. Scale Digital Public Infrastructure to reduce

2. Strengthen infrastructure & logistics (PM | COSts and improve efficiency

Gati Shakti, multimodal transport)

3.  Boost manufacturing investment through
PLI and policy certainty

4.  Accelerate labour formalisation via GST, 9. Promote innovation and technology
EPFO, ESIC coverage adoption across sectors

5.  Implement Labour Codes to improve
flexibility and job security

8. Simplify regulations & compliance burden
to raise productivity

10. Maintain macroeconomic stability (fiscal
discipline, low inflation, financial stability)

Reform Express Pushes India’s Potential GDP to ~7%

=2 5%
£

CAPITAL LABOUR INPUT
ACCUMULATION (Greater formalisation,

(Sustained capex, - m’mmmﬂf
Private Investment labour Codes, Skilling &
revival, Logistics employability)

reforms)

STRONG MACRO FUNDAMENTALS AND SUSTAINED REFORMS

QM A
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Chapter 2: Fiscal Developments

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

e  Now, priority has shifted to:
o  Fiscal consolidation
o  Debt sustainability
o Quality of expenditure

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

m Fiscsl Deficit
== Primary Deficit

448
3.0 I
* D 2.0 4
! ' 13 0.8
P& & 8 § 3 = 8
& & [ £ & ¥ %
As a percentage of GDP [ [

Continued emphasis
on capex

Improved Revenue
Buoyancy

Fiscal Developments: Anchoring Stability
through Credible Consolidation

Fiscal policy as a key anchor of macroeconomic stability and confidence

! Prudent fiscal management as the key |

' '
' '
' '
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HES '
gL '
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Sustained revenue buoyancy and broadening of the Direct Tax Base
/ Increase in share of direct
taxes in Gross Tax Revenue Pre-pandemic
aerage
Strong growth
momentum
FY25PA
B Direct taxes
@ Indirect taxes
Revenue Gross Tax gNon-corponte Income
receipts / | | Revenue/ | | tax collections tax returns
GDP ! GDP | /GDP filed
Post-pandemic 9.1% C1L5% 3.3% 9.2 crore
—i N . —
Pre- e : Z
avg (FY16-FYz0) 1 i
8.5% I 10.8% 2.4% 6.9 crore
I
—_—

driver behind sovereign credit rating
upgrades (2025)
Morningstar DBRS
S&P Global ratings
R&l, Japan

Continued Deficit reduction

Improved fiscal
along a credible path

transparency

N\
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Centre’s effective capex to GDP scaled up from a Centre’s SASCI successfully incentivised the
pre-pandemic average of 2.7% to 4% in FY25 States to maintain their capex at 2.4% of GDP

II \I 1 )
1 ] 1 '
1 | 1 '
] 1 1 '
1 | 1 ]
1 1 1 '
s 18 - 5 E E «=@==States' capital outlay E
' ! ' ==Q = States' capital outlay excl. SASCI :
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: wmm Capex Grant-in-aid for capital assets === Effective capex (RHS) ' 1 i

..............................................................................................

Robust transaction momentum under GST, even as gross GST
collections track nominal GDP growth
:' mmm E-way bill volume generation \: :' m Gross GST Collection ® YoY Growth (RHS) ‘:
- =0==Y0Y Growth (RHS) - 6 :
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Two-rate

Structu

re

GST 2.0 reforms & impact

18% Standard an
5% Merit

Expected channels of impact

40% De-merit/
Sin-good (incl of cess)

CONSUMPTION BOOST

household consumption,
Wider Tax Base.

MANUFACTURING & TRADE
Simplified Compliance, Support | Boost Manufacturing, Enhance trade
competitiveness, Encourage small

businesses to formalise.

STRUCTURAL REFORMS
Resolve Inverted Duty

Structure, Improve Working
Capital.

Survey raises concerns over
unconditional cash transfers

It says such programmes may have short-term benefits, but the rapid scale-up and persistence raises concerns about fiscal

viability and medium-term growth prospects when not supported by investments in employment, skills, and human capital

T.C.A. Sharad Raghavan
NEW DELHI

n a year when four
l major States go to the

polls, of which only
one is ruled by the Bharati-
va Janata Party, the Eco-
nomic Survey 202526 has
come out strongly against
“unconditional cash transf-
ers” (UCT), including to
women. It highlighted that
while these have short-
term gains, they raise con-
cerns about fiscal sustaina-
bility and medium-term
growth.

Notably, last year's edi-
tion of the Survey had not-
ed that cash transfers and
loans to targeted poorer
and lower-income house-
holds were having positive
effects on consumption, al-
lowing these households to
fund various basic needs
and debt repayments.

Assembly elections will
be held in West Bengal, Ta-
mil Nadu, Kerala, and As-
sam, along with Puducher-
ry this year.

Rising cash transfers

The Survey noted that ag-
gregate spending on UCT
programmes, particularly
for women, is esti d at

Chief Economic Adviser
Government of India

on

Economic S*vvey 2025-26
=

Vil

Money matters: Chief Economic Adviser V. Anantha Nageswaran with other officials addressing the

29 Jay « vy, 2026

Bu -

media on the Economic Survey on Thursday. SUSHIL KUMAR VERMA

more than five-fold bet-
ween 202223 and 2025-26,
with around half of them
estimated to be in revenue
deficit.

The Survey further cited
a study which estimated
that  such  transfers
amounted to 0.19-1.25% of
the gross d ic pro-

needs,” the survey said.
“Some view it as a return
for their unpaid contribu-
tion to the GDP. However,

counting for 84% of total
expenditure in 2023-24, al-
beit somewhat lower than
the 86% in 2018-19.
“Within revenue expen-

their rapid scale-up and
i raise s

about fiscal sustainability

and medium-term growth,

particularly when not com-
N dbyi

diture, h , the com-
position has undergone a
notable shift, with an in-
creasing tilt towards un-
conditional cash transfers

ducts of States and 0.68-
8.26% of their total budge-

about .7 lakh crore for
the current financial year
2025-26. It added that the
number of States imple-
menting them increased

tary expendi

“It is argued that cash
transfers provide imme-
diate income support,
helping women meet un-
met health and personal

in employment, skills, and
human capital,” it added.

Increasing fiscal burden
The Survey noted that re-
venue expenditure conti-
nues to account for the
bulk of State spending, ac-

and other committed out-
lays,” the Survey said.

“As these transfers ab-
sorb a rising share of avail-
able fiscal space, the scope
for expanding productive
capital expenditure be-
comes increasingly con-

The Economic Survey
notes that revenue
expenditure
continues to account
for the bulk of

State spending

strained, especially in an
environment of limited re-
venues and elevated defi-
cits,” it added.

Fiscal trade-off

The Economic Survey
pointed out the trade-off
facing States: additional
spending by States will
crowd out resources for
critical social and physical
infrastructure, unless
States increase their defi-
cits.

However, deficits them-
selves cannot increase
without further deteriorat-
ing the financial health of
the States.

“These trade-offs are
reinforced by programme
design: many schemes lack
sunset clauses or periodic
reviews, increasing rigidity
in revenue expenditure,”
the Survey said.

“As a result, capital ex-
penditure, whose growth
impact is stronger and
more durable, often be-
comes the casualty when
fiscal pressures intensify,
with adverse implications
for medium-term growth.”

Survey calls for relaxing
FRBM for Centre, but says
States’ finances worsening

NEW DELHI

The Economic Survey
2025-26 has argued in fa-
vour of a delay in strict fis-
cal targets for the Centre,
such as those that had
been set under the Fiscal
Responsibility and Budget
Management (FRBM) Act,
saying the government cur-
rently needs flexibility to
fine-tune fiscal policy “in
response to a volatile and
unpredictable geopolitical
and geoeconomic
environment™.

The Survey noted that
the Centre had stuck to its
commitments to reduce its
fiscal deficit, but also cau-
tioned States about wor-
sening finances brought on
by lower revenues and
higher expenditure, in-
cluding on cash transfers.

The Survey said that af-
ter spiking to 9.2% of the
GDP during the pandemic
year of 202021, the
Centre’s fiscal deficit was
on target to be 4.4% at the
end of the current financial
year, in line with Union Fi-
nance Minister Nirmala
Sitharaman'’s commitment
to halve the 2020-21 fiscal
deficit in five years.

“It is noteworthy that
the government was deter-
mined to and succeeded in
bringing down the fiscal
deficit ratio as promised,
despite it not being a legis-
lative target, even while

Balancing act

ic Survey (2025-26) says the
flexibility to fine-tune fiscal policy in response to emerging needs

= After spiking to 9.2% of GDP = However, the Survey also
to
2020-21, the Centre's fiscal retain the trust among.
deficit is on target to be financial markets and
4.4% at the end of the credit-rating agencles
current financial year, by working towa
the Survey says, adding the 3% target as
thatit envisaged in the
that the government has. Fiscal Responsibility
succeeded in bringing down the and Budget Management
fiscal deficit ratio (FREM) Act, 2003

improving the quality of
fiscal expenditure with a
concurrent emphasis on
capital expenditure,” the
Survey said.

Fiscal flexibility

The FRBM Act's fiscal defi-
cit target of 3% of GDP by
March 2020 has been re-
peatedly deferred by the
government, and the Sur-
vey acknowledged that
there is a “perception” that
this target and framework
must be reinstated. Howev-
er, it also went on to argue
that this might not be the
best approach.

“While it appears prima
facie appropriate, in the
highly uncertain current
global environment, it is
important to retain greater
policy freedom and com-
mit to targets that the go-
vernment can deliver on,”
the Survey said.

“Since the FRBM Act
was first enacted in 2003,

the 3% rtarget has been
achieved only once.”

This, it said, eroded In-
dia’s fiscal credibility. Since
then, it has taken five years
of “sustained commitment
to fiscal prudence” follow-
ing the COVID-I9 pandem-
ic for this trust to be res-
tored among financial
markets and credit-rating
agencies.

“Itis important to retain
that trust,” the Survey
emphasised.

Revenue deficit

While praising the Centre
for its fiscal prudence, the
Survey however cautioned
State governments against
worsening finances.

The number of States in
revenue surplus reduced
from 19 in 201819 to 11 in
2024-25, leading to an over-
all increase in the collec-
tive revenue deficit of
States to 0.7% from 0.1% of
GDP over this time period.

N\
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States’ fiscal populism, cash
transfers risk crowding
out productive capex

Pratyush Deep &
Dheeraj Mishra
New Delhi, January 29

FISCAL POPULISM, especially
through unconditional cash
transfers, in several states poses
emerging risks by crowding out
growth-enhancing capital ex-
penditure, said the Economic
Survey for 2025-26. Thisalso in-
creasingly affects the cost at
which the government borrows
and India'soverall fiscal credibil-
ity, noted the survey, tabled in
Parliament on Thursday.

As per the report, between
FY19and FY25,atotal of 18 states
saw a deterioration in their rev-
enue balances. Out of this, 10
states slipped into revenue defi-
cit from revenue surplus, five
worsened their revenue deficit,
and three managed to stay in
revenue surplus although they
witnessed a deterioration.

In FY19, atotal of 19 states
were in revenue surplus, which
reduced to11in FY25, leading to
an increase in revenue deficit of
states to 0.7% from 0.1% of GDP
in FY19. Qualitatively, revenue
expenditureislessdesirableasit
is meant for committed expen-
diture like salaries, pension, as
against capital expenditure
which creates long-term assets
like infrastructure, roads, fac-

« Composition of States’ Total Expenditure

CONOMIC Services

15.7

contributions

Social Services

y
® Nor

opmental expenditure
@ Total expenditure

15.4

toriesetc.

The Survey said uncondi-
tional cash transfers (UCTSs) ex-
panded rapidly across several
states, now forming a growing
share of state-level welfare
spending. "Aggregate spending
on UCT programmes, particu-
larly for women, is estimated at
approximately Rs 1.7 lakh crore
for FY26. The number of states
implementing them increased
more than fivefold between
FY23and FY26, witharound half
of thesestates estimated tobein
revenue deficit,” it said.

While cash transfers serve
important distributional objec-
tives, theirscaleand design need
to be balanced against the im-
perative of preserving space for

growth-enhancing investments,
the Survey said.

“From a macro perspective,
any fiscal indiscipline at the
Statelevel alsocastsashadowon
the sovereign borrowing costs.
With markets pricing govern-
ment debt on a consolidated
basis, persistent revenue deficits
or an expansion of committed
expenditures at the State level
could affect sovereign bond
yields,” the Survey said.

These transfers accounts for
the most of the outlay and leave
a very constrained space for
capital expenditure, whose
growth impact is stronger and
more durable, itadded.

FULLREPORTON

WWW.INDIANEXPRESS.COM

PRELIMS 2025

Consider the following statements :

I.  Capital receipts create a liability or
cause a reduction in the assets of
the Government.

II. Borrowings and disinvestment are
capital receipts.

I11.

Interest received on loans creates a

liability of the Government.

Which of the statements given above are

correct?

(@)
(b)

I and II only
IT and III only

(c) 1 and III only

(d)

I, II and III

COMPONENTS OF A BUDGET

REVENUE BUDGET

TAX

Income
Tax, GST
etc.

EXPENDITURE

Expenses
incurred for
government's
daily
functioning,
services offered
to public

NON-TAX

Interest,
Profit,

Fe

es etc.

CAPITAL BUDGET

RECEIPTS

Loans from
citizens,
Reserve Bank of
India and
foreign
governments
etc.

EXPENDITURE

Costs incurred
on development
and
maintenance of
equipment,
infrastructure
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PRELIMS 2025

61. Suppose the revenue expenditure is
T 80,000 crores and the revenue
receipts of the Government are
T 60,000 crores. The Government
budget also shows borrowings of
T 10,000 crores and interest payments
of ¥6,000 crores. Which of the
following statements are correct?

I. Revenue deficit is T 20,000 crores.
II. Fiscal deficit is T 10,000 crores.
[II. Primary deficit is T 4,000 crores.

Select the correct answer using the code
given below.

(a) 1 and II only
(b) 11 and III only
(c) 1 and III only
(d) 1,1l and III

Class Xlith : Macro- Economics :

growth and adverse welfare implications.
Fiscal Deficit: Fiscal deficit is the difference between the government's total
expenditure and its total receipts excluding borrowing

Gross fiscal deficit = Total expenditure - (Revenue receipts + Non-debt
creating capital receipts)

Non-debt creating capital receipts are those receipts which are not borrowings
and, therefore, do not give rise to debt. Examples are recovery of loans and the
proceeds from the sale of PSUs. The fiscal deficit will have to be financed through

borrowing.
rom the financing side

Gross fiscal deficit = Net borrowing at home + Borrowing from RBI +
Borrowing from abroad

Net borrowing at home includes that directly borrowed from the public
through debt instruments (for example, the various small savings schemes)
and indirectly from commercial banks through Statutory Liquidity Ratio
(SLR). The fiscal deficit of the central government, after declining from
6.6 per cent of GDP in 1990-91 to 4.1 per cent in 1996-97 rose to 6.2 per cent | -

l ﬁ”g ]

Introductory Macroeconomics ‘ =
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A country’s fiscal deficit stands at
T 50,000 crores. It is receiving
T 10,000 crores through non-debt
creating capital receipts. The country’s
interest liabilities are ¥ 1,500 crores.
What is the gross primary deficit?

(@) T 48,500 crores
(b) T 51,500 crores
(c) T 58,500 crores
(d) None of the above

Class Xlith : Macro- Economics

— -
3. Revenue Deficit(2-1) 33 4.0 4.4 4.4 3.6
4. Capital Receipts(a+b+c) 5.6 6.3 7.1 7.4 75
(a) Recovery of loans 1.0 0.6 0.7 1.4 2.4
(b) Other receipts(mainly PSU 0.0 0.1 0.2 0.1 0.6
disinvestment)
(c) Borrowings and other liabilities 4.6 5.6 6.2 5.9 4.5
5. Capital Expenditure 4.4 2.3 2.7 3.0 4.0
6. Total Expenditure [(2+5=6(a)+6(b)] 17.3 15.4 15.9 16:9: | 17:1
(a) Plan expenditure 5.0 3.9 4.4 4.6 4.4
(b) Non-plan expenditure 12.3 11.5 11.4 12.3 | 12.6
7. Fiscal Deficit [6-1-4(a)-4(b)] 6.6 5.6 6.2 5.9 4.5
8. Primary Deficit [7-2(a)] 2.8 0.9 1:5 168 | 0.0

Source: Economic Survey, 2005-06

Primary Deficit: We must note that the borrowing requirement of the
government includes interest obligations on accumulated debt. To obtain an
estimate of borrowing on account of current expenditures exceeding revenues,
we need to calculate what has been called the primary deficit. It is simply the
fiscal deficit minus the interest payments

Gross primary deficit = Gross fiscal deficit - net interest liabilities

Net interest liabilities consist of interest payments minus interest receipts by
the government on net domestic lending.
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CONTEXT: The Economic Survey was presented in Parliament on 29 January.

Chapter 3 : Monetary Management &
Financial Intermediation

Bank credit to MSEs continues its strong
upward trend

wBank credit to Micro and Small enterprises

¥ SCBs’ asset quality improves: GNPA and NNPA

at multi-decade lows

== &= « GNPA % of Gross Advances

- ndustry and Services o m == = « NNPA % of Gross Advances
Context & Rationale of the Chapter : LT - D A:‘-z i
Post-COVID phase required counter-cy fi \
fiscal expansion / X‘
8 \
18 18 ¢ *
g % ‘:E ] 6.0 \
e Now, priority has shifted to: 2 Pk L ]

o  Fiscal consolidation
o Debt sustainability
o  Quality of expenditure

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

Monetary Management & Financial Inter-
mediation: Refining the regulatory touch

Monetary developments reflect easing
financial conditions

| Effective transmission of the monetary policy to the |
| money and credit markets

- =« « Repo Rate

- Growth rates (YoY) (Monthly Trend
- Weighted Average Call Rate ‘ g ¥ ( ) (Mo - )

'
' = = = = Standing Deposit Facility ' - = - «Mo CRR Adjusted Mo M3
. 7.0 = = = « Marginal Standing Facility e 13 14
: e | |
! 1
' 65 FE¥--4, 5 3 12 12.1
/ A A v g
y - -\ 'AJ‘ | _' : : ' :
! g 8 10 !
« 6.0 - -
1 = AN ) "‘ 3 ‘
' S - - - ———— \ K \ " i
- | dasd . _8 ' 2 :
I £55 R T m Y AN L s = \ I Vil !
i \ L M | £
' | J_VA__E“_J____. L 1 3 'l \\ \fr } 9.4 -
q
/ L] 1 ‘ 5 6 f . ‘| ! \ n Iy :
" 5.0 - - : = ] Y I\ -
! ' .I ] \ g - \
-~

: 1 4 v b WL 2.9 .
1 4.5 - \
! w w w O ' ’

o~ o~ ’:"I o~ ' 2 \ .

= - o = | A

3 = % =

S = = b= L, 9 o
' = i - a
1 Weighted average call rate (the operating target of monetary policy) 1 1 ' ' ) ' ' '

5 : 3 : 3 ) . < .
; remained below the policy repo rate in FY26, averaging 8 bps lower (up | | = = - a 2 o & 2 D
: b = = a = = a = = a

' to 8 Jan 2025).

Source: RBI
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Source: PFRDA

FY 16

thousand crore

thousand crore

: APY

‘ 24.6 lakh AUM: 0.51
5 subscribers

: 641.3 lakh AUM: 44.8
! subscribers

________________________________________________________________________________________________

Expanding pension coverage

FY 25

s z
E 97.5 lakh AUM: 118.3 E
; subscribers thousand crore ;
5 ~ < §
v s
. e a
198.6 lakh AUM: 1398.7 :
E subscribers thousand crore E
§ e §
e |
§ £ v g
:t:h;l-e:-A—l}):I _ Assets under management 3

National Pension System (NPS)

Extended to all citizens: 2009

Market-linked returns

Atal Pension Yojana (APY)

Eligibility
Age at entry: 18—40 years

EPF / EPS

subscribers

Launched: 2004 (for government employees)
Nature: Defined contribution pension scheme

Partial withdrawal & portability allowed

e  Targets unorganised sector workers

Individuals not covered under:

NPS (mandatory government employees)
Assured pension: 1,000-25,000 per month
Government co-contribution for eligible

Old vs New

new pension schemes

0ld Pension Scheme

WThe scheme guarantees
a life-long income, post-
retirement

mGovernment bears the
expenditure incurred
on the pension

#Under the scheme,
a monthly payment
is assured, where
the amount is
equivalent to
50% of the last
drawn salary

A look at the difference between the old and the

National Pension Scheme

ultis a participatory scheme,
where employees contribute
to their pension corpus from
their salaries, with matching
contribution from the government

mThe funds are invested in
earmarked investment schemes
through Pension Fund Managers

u0n retirement, 60% of the
corpus, which is tax-free, is
withdrawn while the remaining
40% is invested in annuities,

which is taxed i
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Unified Pension Scheme (UPS) Assured Pension
Unified Pension Scheme (UPS) e  Pension equal to 50% of average basic pay
drawn during the last 12 months before

e The Centre has unveiled the Unified Pension superannuation.

Scheme (UPS), which is broadly similar to the e Applicable for employees with minimum 25
Old Pension Scheme (OPS). years of service.

e  Assured Benefit: Guarantees 50% of e Proportionate pension for service less than
last-drawn salary as a lifelong monthly 25 years, subject to a minimum of 10 years
pension to government employees. of service.

e Key Difference from OPS:

o OPS: Non-contributory and unfunded, Assured Family Pension
with no employee or employer
contributions, creating open-ended e  Onthe death of the pensioner, family
fiscal liabilities. pension = 60% of the admissible pension.
o UPS: Contributory scheme with shared e  Payable immediately after demise.
responsibility.

e  Contributions under UPS: Assured Minimum Pension

o  Employee: 10% of salary . .

o  Government: 18.5% of salary ° Emplo.ye.es with less than 25 yc.ears of service
but minimum 10 years of service are
guaranteed:

o 10,000 per month as minimum
pension on superannuation.

: ” Towards insurance for all =

.t 8
z The total amount of life and non-life premiums is rising @ :
' ) AUM in FY25: '
E 10 mLife Total Premium  ®Non-life Total Premium ﬂ Y4 akiraoe :
! 8.9

Total premium income rose

' @ from ¥8.3 lakh crore in FY21 |

: 8 'y to ¥11.9 lakh crore in FY25.

3 633 R 5
Y o6 e Life insurers paid benefits |
8 totalling ¥6.3 lakh crore |
, © = 0 in FY25. :
D S E
' . = Net incurred claims in the |
" 3- \ c)/\ non-life sector stood at 1.9 |
: - T lakh crore in FY25. :
| 2.0 1 :
; 2 |
: Expanding reach '
- - Insurer’s offices as of March |
' = £ G 2025: 22076 '
; o - Distribution network: 83 :

: FY 21 FY 22 FY 23 FY 24 FY 25 lakh partners as of FY25. )
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Definition:

Premium as % of GDP

Significance:

of the insurance sector

Indicates the development

India: Latest Data

Insurance Penetration: 3.7%
2.7%
1.0%

Life Insurance:

Non-Life Insurance:

/

|
|
|
|
|
|
|
[
|
|
|
|
|
|
|
|
|
|
|

~ Insurance Penetration and Insurance Density

Insurance Penetration

Insurance Density

Definition:
Per Capita Premium (USD) ‘
= S84
V”_\
" "‘“,‘

Significance:

Reflects average spending per person

Source: IRDAI Annual Report / Swiss Re Sigma Report

Developments in the capital market In FY26 (April-November 2025)

Steady rise in total resource mobilization
(equity + debt) from primary markets

218.3
169.9

wn

g

0

g

E 1023

i

3 750

-

| I

Fag  Foq  FYos  FYo6 (April

- Nov)

Rise in number of Initial Public Offers

\I

!

|

|

|

|

I

|

|

320 :

1PC: :
272 1

260 !

|

|

164 :
|

|

|

FYag FY24 FYa5  FY26 (April |
-Nov) |
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Regulatory developments

g@.—

¢ RBI's Framework for For-

Insurance
Sector

Capital
Markets

Banking
Sector

+ The Securities Markets Code, + The Sabka Bima Sabki Raskha

mulations of Regulations:
Standardizes the regulatory
process stipulating periodic
review and consultation.

RBI has consolidated over
9000 existing circulars and
guidelines.

Public Sector Banks intro-
duced a credit assessment
model to ease the doing busi-
ness for MSMES.

RBI's FREE-AL Structured
approach for financial regula-

2025, repeals and replaces
the SCRA (1956), SEBI Act
(1992) and Depositories Act
(1996), consolidating Indias
securities market laws into a
single framework.

+ SEBI launched investor pro-
tection tools (SEBI Check,
SEBI vs SCAM), introduced
an ESG debt framework, ex-
panded municipal bond out-
reach, and introduced elec-

(Amendment of Insurance
Laws) Act, 2025, was notified

on 21 December 2025.

Important provisions include |
higher FDI limits, simplified |
insurer regulations, strength-
ened policyholder protection |
and aligning insurance gover-
nance with India’s digital data

protection framework.

tors and institutions to lever-
age Al while managing its
risks.

tricity derivatives.

PRELIMS 2025
The Hindu

8. Consider the following statements :

I. India accounts for a very large
portion of all equity option
contracts traded globally thus
exhibiting a great boom.

II. India’s stock market has grown
rapidly in the recent past even
overtaking Hong Kong’s at some
point of time.

II. There is no regulatory body either
to warn the small investors about
the risks of options trading or to act
on unregistered financial advisors
in this regard.

Which of the statements given above are
correct?

(@) 1 and II only

(b) 11 and III only

(¢) 1 and III only

(d) I, 11 and III

India overtakes Hong Kong to become fourth-largest stock
market

The combined value of shares listed on Indian exchanges reached $4.33 trilion s of

Monday's close, versus $4.29 rilion for Hong Kong. ... The...

Common Sense ?
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Progress in micro-credit:
Pradhan Mantri Mudra Yojana (PMMY) and
Pradhan Mantri Street Vendor’s Atma Nirbhar Nidhi (PM SVANidhi)

y % A decade of ‘funding the unfunded’ through PMMY

Disbursed over ¥36.18 lakh crore across 55.45 crore loan accounts.
(as of October 2025)

Women entrepreneurs accessed 69 % of all microloans.

X 15.6 lakh crore disbursed across 33.4 crore accounts of SCs, STs,

OBCs and other minorities.
\ PM SVANidhi : Empowering India’s street vendors
L ‘ through micro-credit delivery N
Improved quality of life

The average annualised business
income among SVANidhi borrowers
increased by 20 % between 2023 and
2025.

Empowered minorities

33 % the beneficiaries are women, 64 %
Improved incomes have led to housing consist of OBCs, SCs and STs.
upgrades for 39% of households, better
food access for 55%, more affordable
healthcare for 44%, and enhanced edu-
cational opportunities for 50%.

Healthy credit metrics

Showed strong repayment performance with the estimated NPA
rate being below 10 %.

Source: PM SVANidhi impact assessment report — 2025. (In collaboration with the Ministry of Housing and Urban Affairs, Government
of India) and Department for Financial Services (DFS).

QM A
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Chapter 4 : External Sector

—
External Sector: Playing the Long Game
Global trade dynamics

:' Rising trade policy activity ' Trends in trade growth (goods & services) '

] " ]

i Trade Policy Activity Index " . ST '

i = = = = Trade facilitating measures " AFEs (Exports) s EMDE (Exports) :

' 700 == = s Trade restrictive measures " == == == AEs (Imports) == == == EMDEs (Imports) H

i i 65 E

" " 2 '

: T :

: " g ‘

' " £ '

L 2 .- :

' g no 2& :

1 % " E = '

P = \/ H B |

' . o4 e E " ) '

i -200 o 52 = " = - i

1 g00 =22g 222 “5:'.5& 2= " :ff z'l" RN '

1 -400 § EE E é -E gé g -&g " ﬁ ’_..-—""'_-—_ 3a \ 1.7 :

i = 3l IsE ¥ B i 18 3 :

- _ 4B

E g § g § g 5 i? E E 2024 2025 2026 E

! o S L & N Bl & " Data for 2025 & 2026 are forecasts. !

In CY 2025, the Trade Policy Activity Index increase was Trade policy uncertainty is likely to have a more
driven mainly by a sharper rise in restrictive trade pronounced impact on the trade volumes of Emerging
measures than in facilitation measures. Market & Developing Economies (EMDEs) than on those
of Advanced Economies (AEs).
Source: Centorrino, S., et al. (2025). Measuring global trade policy activity Source: WEO (October 2025), IMF
India’s trade performance in FY26 (April-Dec 2025)
0 Merchandise trade remains resilient amid global trade uncertainty i
1 '
: + Merchandise exports + Merchandise imports ® Non-petroleum, non-gems and jewellery exports i
E <—Trade Deficit ® Non-petroleum, non-gems and jewellery imports E
i ) o 578.6 !
. 546.4 o % (oY " ! ® 3719 :
: i S e | 339.7 yox g 3 :
: e 95 % O—= : '
i ! i ! ! '
H = i - i | :
1 8 i S g é .
] =2 ! 1 = { '
2 -224.0 | 3 i | i
1 = i H a i '
y B i | a | :
i | s :
! i ) ® 266.9 .
i i a ° owth '
' * 4 330.3 2517 " o%d‘ﬂ er ;
H 322.4 ""-,:w\h\ :
i 2.4 % YOV E :
Apr-Dec24 Apr-Dec 25 (P) Apr-Dec 24 Apr-Dec 25 (P)
Note: P : Provisional Source: DoC
QM A7
71
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Global Trade Environment Structural Issue
e  Global trade increasingly shaped by: e Persistent merchandise trade deficit
o  Geopolitics and security e  Services surplus + remittances:
considerations o Macro-stabilising
Fragmentation of supply chains o Not sufficient for durable currency
Strategic trade restrictions and strength
sanctions

° Decline of rules-based multilateralism
e Rising Trade Policy Uncertainty (TPU)

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

India’s strategic push to expand trade partnerships

; 8 Free Trade Agreements and Xree Trade ~Agreements :
: Comprehensive E i negotiation i
! Partnerships Agr ts concluded !
H in the past 5 yea ' 1
! L a India - Australia CECA !
H India-Mauritius CECPA == H
\ (2021) - " ; :
1 ‘b India - Sri Lanka ETCA :
i India-UAE CEPA (2022) c :
E India-Australia ECTA a ‘U' Indis:: Perd/ETA i
E (2022) i
[ — ‘ India- Chile CEPA |
E (2024) Sermav B i

) < &&= mdia-Usa
gg;as-)u K CETA * = Bilateral Trade Agreement
Yet to be implemented

India-Oman CEPA (2025) ’, = 4, India - Eurasian E

Yet to be implemented Economic Union FTA

E 98

i

! India-New Zealand FTA a ®. India- Korea CEPA
i (2025) Negotiations concluded Upgraded negotiations
|
|
i
|
!

India - European Union FTA - ASEAN - India (AITIGA)

Negotiations concluded Review ongoing

Services trade continues to be a key driver of India’s trade performance
H H N
E Compounded annual growth rates R — e R E
: » Total exports @ Merchandise exports W Services exports E Services trade surplus 1
i ' i
i ] H
! 13.7 i 5% 304.0 !
! 12.7 i 2y growth) !
: 1.7 : zs:iV :
i ! i
i 10.4 ! H
i 9.7 |
bz o - :
T -3 [ \
[ 7.6 I B8 . i
P 2 6.7 6.9 = 135.5 Sl
! o2 5.8 18 !
|

i ! H
| ! |
i ! i
i ! 1
i 1 1.5% !
' 1 (YoY growth) |
i ! L o H
i i 150.0 152.2 |
E FY00-25 FY10-25 FY10-20 FY20-25 E Apr-Dec 2024 Apr-Dec 2025 (E) i QM A
S L %
Note: E : Estimates Source: RBI and DoC @
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USD billion

Comfortable current account deficit (CAD) positi

" Merchandise deficit s offset by services exports and remittances*, keeping CAD manage-“;

“Transfer recrigls mainly ﬂmsenl remittances by Indians emglmrd overseas

The

Highlights of Economic Survey 2025-26
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able !
=== Net Merchandise E==m Net Services === Net transfers i : Brazil
] ; China
! Mexico
: Viet Nam
' Singapore

E=== Net income = = CAB

! Indonesia
Malaysia
India

H «+ India emerged as the largest destination for greenfield digital investments, attracting USD 114
! billion between CY 2020-2024.
i « Investments span digital services, data centres, and IT infrastructure

India leads the world in greenfield digital investment
between 2020-2024

Top economies by project announcements in digital economy

— o3
—y

—)

e ——

I —————

——

R —M—M—$B—M—M—Mm——,y

[ 11 E———

USD billion [2020-2024] Source: UNCTAD

FYi5 FY16 FYi; FYi8 FYi9 FY20 FY21 FY2z2 FY23 FY24 FYz5 H1FY
26

CAD moderated to 0.8% of GDP in H1 FY26 from 1.3% in H1 FY25

Balance of Payments (BoP) Dynamics

Key Features
e Goods deficit remains structural
e Services exports and remittances act as buffers
e Capital flows crucial for BoP stability

Turning global reorientation into
sustainable foreign direct investment (FDI)

’ ) D & % S 4 \
g India attracts gross FDI at scale 2 ¢ Next step is deepening investment ]
' LB ]
E @Gross Inflows  @Repatriation ~ @Net FDI by India E % E
; 90 i1 Following factors create a window for India to plug into reconfig- |
: o " ured GVCs & move up the value-addition ladder "
| & L :
1 " 1
! 70 A N 1
: 64 7 : : Global FDI :
! ) ! Reorientation !
- 60 55-8 11 Geopolitics, tariffs & industrial 4
(-1 1 1 policy shifts are re-routing '
1 § 50 " global supply chains. !
I

: 3 : : India’s Structural :
' a 40 e Strengths 1
: =] : : \ Strong growth, macro stability, :
] 30 N . Y l.'lrge markets, deepening ]
1 1 - Ewd digital & manufacturing base 1
1 [N . \ attract long-term capital. !
' 20 i e !
] it o " ]
: 10 - : : Strategic Sector \ :
' 1 Momentum @ '
1 i 1 ™y $*-3 Poe 1
! o0 - " Digital, semiconductors, | "% 4 S ee? H
! o o & x ' data centres & advanced . !
' o w“ ) = " manufacturing. /' I
1 - o o - N e ]
: S e - £ 8 :
Note: *(Apr-Nov); P: Provisional; PR: Provisionally Revised Note: GVCs: Global Value Chains d
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CONTEXT: The Economic Survey was presented in Parliament on 29 January.

International Pattern
Why Rupee Underperforms ? e Manufacturing excellence — Export surpluses —
Currency strength

Survey’s Core Argument : Countries with strong e Services-led exporters:

and stable currencies are manufacturing o GRS ST el pRe R
o  Weaker external anchor
powerhouses.

The rupee is “punching below its weight.”

Strong external buffers anchor stability
(FY15 vs FY25)

FromFY15 mmmm) 2025-2026*

Forex Reserves External debt to GDP
$701.4 as of 16
P P 7« « 00,
January 2026 23.8% 19.2%
" E in _— end-
\\, . Sept
. DEBT
\«f% $341.6 bn H1g 2025
in FY15
Reserves more than doubled Lower external leverage
Import Cover Current Account Deficit/GDP
To 11.1 =0 e
n From months -1.32% -0.8% in
89 — as of 9 A H1FY26
months January FY15
y inFYi5 2026
Stronger import buffer Improved external balance

* As of the latest available data.

India enters 2026 with strong buffers against external shocks.

Chapter 5 : Inflation

Key insight: Global inflation shock was

Global Inflation Context : Post-pandemic transitory but asymmetric, with lingering
global inflation has moderated sectoral pressures.

e Advanced Economies (AEs):
o  Disinflation aided by monetary
tightening
o  Core inflation easing gradually
e Emerging Markets: Faster inflation
normalisation due to supply-side
adjustments

<
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Decline in food inflation was driven by a persistent contraction in
prices of major commodities like vegetables and pulses
g 50.0 e\ egetables Pulses i
é 40.0 i
g 30.0 i
i 20.0 i
; % 10.0 ;
i -10.0 i
é -20.0 i
; -30.0 | | ‘
. ™1 ~Headline Inflation|-, -| Core Inflation |
Source: Mo}
¢ The total inflation rate ||e The inflation rate

covering all goods and excluding food and fuel

services — including prices — as these items

essentials like food fluctuate frequently.

and fuel. * |t helps identify long-

e |t reflects the overall term inflationary
cost of living in the trends without short-
economy. term noise.
N — ———

A strong base effect played a critical role in tempering headline = : 5 :
Steady pace of core inflation has been largely influenced by higher

inflation, especially in second half of 2025

inflation in the prices of precious metals like gold and silver

May-25
Jun-25
Jul-25
Aug-25
Sep-25
Oct-25
Nov-25
Dec-25

i
i
i
i
4.50 ’ !
PLY -y 4 i
| PR Lo N - e i '
L 40 g i e |
= b L L |
1§ 350 :
' i
1g 300 :
| & I
| 2,50 \
| |
i
2,00 :
150 !
g 2 § £ 2 5 & Z» E B oY & g oz 3 |
c 2 a s d& 5 <5385 3480z 8
wme Core e Core excl. G&S
Source: Calculated from the CPI Source: Calculated from CPI numbers
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Factors that made inflation benign

Moderate inflation in the global prices of key metals FOOD-GRAIN PRODUCTION OVER THE YEARS

Below-normal temperature coupled with above-normal monsoon created very
favourable agriculture conditions in the country

Improved stock position of foodgrains

*2014-15 mss————{l 252 Qutput (In Million Tonnes)
*¥2015-16 msssn{ll 251
2016-17 e———{] 075 R

2018-19 el 285
2019-20 E—— ] 207 =SUL
2020-21 n—————f 3]0
2021-2? ee———— 3],
2022-23 sl 330
2023-24 e 332
2024-25 el 341 (target)
2025-26 354 (target)
100 200 W 400
*2014-15 and 2015-16 were drought (deficient monsoon rains) years
Crop Year: July-June cycle (Figures are rounded off)

2017-18 el 285
RN

Pass-through of GST rates rationalization into commodity prices

Timely intervention helped in reducing the volatility in the prices
of pulses over the years

' 1
i 29 Visible decline in pulses retail price volatility across the years i
' 9 ,,----_---_\\ !
L} 1
i 6o 1 :
{19 I :
X A0 I S
; e S e e s s ;
i 2 . i = f - ;
] 3 1 1 l !
| ] 1 1 1
21 i 1 - 1 i |
| ! ! :
I 0 Memmmmeea==? ey e e \ ;' i
P TEYEY e et IYINTR a9 STVITITRE |
' E RS2 E R E DRy AR A A DA B !
. S35 EESSSLESREE8SE8EE 85 ERR N5y |
! o4 Q b I =T~ L~ = i - - L O w i I o & Q2T G i B IS e T '
! e e BRSO~ S - T e n M R I s S L e B I T B0 B > 2 TG T Y ) !
. Note: 30-day Rolling standard deviation of daily retail prices of pulses (uified price calculated basis CPI weight |
\ from Jan.2015 to 11 Jan. 2026. H
Source: Calculated from the daily data given by the Department of Consumer Affairs

MAINS 2024

What are the causes of persistent high food inflation in India? Comment on the
effectiveness of the monetary policy of the RBI to control this type of inflation.

(Answer in 150 words) 10 ||

~T

~
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Mains Practise Question

Q. What are the key growth challenges identified in the
Economic Survey 2025-26, and how does the Survey propose
to address them to push India’s growth frontier in a volatile
global environment?(10 Marks, 150 words)
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Chapter 6 : Agriculture and Food
Management

"
Agriculture and Food Management:

Raising productivity, Securing Incomes
and Ensuring Food Security

Raising Productivity, Securing Incomes and Ensuring Food Security

Diversifying Agriculture: Livestock and Fisheries Lead the Way

Average GVA growth (FY20-FY24)

5 7.2%
; 6.1% :
| 4.7% :
: 4.0% 5
i S a0 %
5 ‘ = ¢ s
E Aériculture.s.ec.tor V Crop ' Livestéck Fishing and Aquaculture 5
Policy Considerations
Ethanol Pricing and Aligning Fertiliser Use
Cropping Incentives with Agronomic Needs
« Careful calibration of incentives ! + Fertiliser decisions need to be
is required to avoid unintended | guided by soil health and crop
concentration across crops. ' . requirements
« Ethanol expansion to be pursued ! . @ : « Input Distortion to Acre-
that supports both energy security | = Based Support

and food and nutritional security.

A Calibrated Approach to Crop Diversification
« Crop choices should reflect local soil, rainfall, and market conditions, ensuring economic
and agronomic viability.
: @ « Per-acre / per-quintal incentives cover transition losses; lower input costs improve profits

QM A
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Sector Overview Key Issues
e  Agriculture & allied sectors: e Low Total Factor Productivity (TFP)
o Backbone of food security e Fragmented landholdings
o  Key for inflation control e Climate stress
o Major source of rural livelihoods
e  Performance supported by: Policy Interventions

o Normal monsoons

o Improved procurement & buffer stocks Digital Agriculture Mission

Soil Health Cards

Natural Farming (BPKP, NMNF)

Custom Hiring Centres (mechanisation
access)

Government support to farmers

» National Food Security and Nutrition Mission

Productivity: The Central Constraint

« National Mission on Edible oils-Oilseeds
» National Mission on Edible 0il-Oil Palm
POLICY AND « Krishi Vigyan Kendras
INSTITUTIONAL i .
SUPPORT « Promotion of FPOs and Cooperatives
« Insurance support through PM Fasal Bima Yojana
« Krishonnati Yojana

« Digital Agriculture Mission

Providing access to High Yielding seeds

Assured Irrigation through Pradhan
Mandri Krishi
Sinchayee Yojana

Soil Heath Cards

Fertiliser Subsidy

Kisan Credit Card Scheme

Establishing Custom Hiring Centres

Food and Mouth disease control programme for livestock

« Pradhan Mantri Matsya Kisan Samridhi Sah-Yojana for fisheries

« Pradhan Mantri Kisan Samman Nidhi (PM Kisan)
INCOME o )
SUPPORT « Minimum Support Prices

« PM Maandhan Yojana

N L=
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Chapter 7: Services g -
*  Services - From Stability to
New Frontiers

Resilient and steady: India’s Services GVA growth outperforms global trends

:' @ Deviation from pre-covid levels m Pre-covid avg growth (2015-2019) w2024
1
o S — .
H 5.0
H 13—
S
E L 0.0 G5
L o o —
. 2.0
'
i o 7 ——
! Union 1.5
. -0.
! UK -7 - 2.1
i —y -4
| E—— .
E H 7.Z
.

__________________________________________________________________

Services PMI expands higher than the
long-run average in Q3 of FY26

g ko e e e o e o e e e i ST

..............................................

Services sector drives urban employment

30% e 0 0 o & o o o o ®
womns TTETTRTRTD
1n services
- 61.9%
WV, Lifeblood for cities  “hare in urban
FORMAL JOB CREATION (EPFO)
SERVICES ALL OTHER SECTORS

i

P

- - e e o e PP

| g [

1 1

e @Public Admin, Defence & Other !

\ 8 ‘ Services !

1 !

- 1

' _E — wFinancial, Real Estate & :

' g "g' Professional Services '

1 g8 1

1 2_5 W Trade, Hotels, Transport, Comm &

1 # Services related to Broadcasting '

(- '

1 2 4 Services Sector 1

1 1

' 1 ]
i ' - A
1 Pre-Covid Hi Avg 2 1

\ (FY16-FY20) !
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Services exports expand on the back of high-value software and
professional services

M FY16-FY20 (Purple) [ FY23-FY25 (Orange)

&4

Professional & Management Consulting

-

’ \
1 1
' 1
1 1
1 1
: 2.0 194.0 :
' '
1 1
' 1
1 1
1 1
' 1
1 i
1 1
1 A = 1
: FY16-FY20  FY26 FY16-FY20 FY26 FY16-FY20 FY26 FY16-FY20 FY26 :
' (Apr-Dec) (Apr-Dec) (Apr-Dec) (Apr-Dec) (Apr-Dec) (Apr-Dec) (Apr-Dec) (Apr-Dec) N
: Port Cargo Traffic (MT) Air Cargo Air Passenger Railway Freight (MT) :
l\ Traffic (MT) Handled (Million) /I

Global & Domestic Context

e Global services trade expanding
faster than goods
India:
o Major services exporter
o Global hub for IT-BPM &

GCCs
C"“!!'}f“c;“l, 393 foreign satellites (2015-2024)
\./ launches
Export

earnings

Commercialising

Space & Ocean NSIL
revenues
—3 Satellite data

/T\ (o  services
- Ocean tech via
. PPP——’ Survey proposes to capitalising on
Earth-system data products N P
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Tourism sector: Domestic resilience with emerging high-value segments

® 17.5% Growth in domestic Medical & wellness N

tourist visits (202 4) R Amival CAGR: 12% during
2009-2024
8.9% Growth in International \ Proposes Long distance For enhancing livelihood through

4 5 /A emote location touris

tounst al'rlvals (2024) remc l10n tourism
HOTEL
>60% Avg hotel occupancy
z rate (FY24-FY26)

Media and Entertainment Real estate and housing services:

A sustained upcycle
Quarterly Avg Housing Sales (Thousands)

Sector size ~22.5 tnllion (2024). Digital media = key growth
engine (-one-third of total revenues)

Rev from Gaming -¥232 billien, Animation & VFX -¥103
billion, in 2024

Orange Economy:

Live entertainment >T100 billion (2024); strong spillovers 1o
tourism and urban services

-

Steady expansion of Global India’s technology startup ecosystem

Capability Centres is world’s I1I largest
- Noof GCCs 1700 . |
; i P GenAl startups :
s v e 890 |
; 1430 : P4 ;
i 4 b 5
i TK P 66 . E
: 2l § — :
: i HICY Hi1 CY H1CY :
‘ FY19 FY24 ' :‘ 1 2023 1 2024 1 2025 : N -

'
1

]
\ ’ ‘ -~
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Chapter 8 : Industry’s Next Leap
e

Industry’s Next Leap: Structural
Transformation and Global Integration

Industry Performance: Growth, Resilience and Transformation

\ . \

Medium and high-technology activities now
account for 46.3 per cent of India’s total

’
'

Optimism about prospects continues to remain high

—Seasonally Adjusted Global Exports of Medium- and High-Tech
Manufactured Products

i o |
i v ;
' 20 i 8 & '
i ol manufacturing value added |
1 LI '
:-g i1 16 ;
s i
< i
§ P 1 B i
:5100 ——————————————————— Pl B H
:g ::gll ;
| = PR | '
'3 L0 i
12 90 o ;
i L P P A - '
| o §3§ 53939993 ITew
' 80 - —— - — 1 esﬁééj?:ségasaa:f\:
; 11 eeeRIIFIFFe: ! S2423323 3838335
' ;:dgé:é§;:hgh&§.:: :
: S2dazZSdazidazia !

Source: Business Expectations Index (BEI) (RBI Industrial Outlook Source: UNIDO Statistics.
Survey of the Manufacturing Sector: Q2 FY26). Note: BEI >100-optimism;
BEI<100 —pessimism.

Sustained Momentum in Real Manufacturing GVA Real Industry Gross Value Added (GVA)

i’ ] l’
' 5 ¢
' 8
E Growth (y-o-y) » Growth (y-o-y)
5 ¢
i R ¢
i P
: 9.13% 1
' / T
' g K
P 7so% 7.72% o 7.00%
i P
i | e i
L g ' 1§
: g 4.85% iy
' g n
' ]
y E 3.61%/ . 1B 5:09%
i P 5.89% '
- 216% P i
1 - ' 1 '
' o '
' 5 '
1 P i
' o '
' 8 3 '
' y It '
¢ QiFYas Q2-FYes Qa-FY25 Q4-FY2s Qu-FY26 Q2-Fy26 | | FY25 H1FY26 |
Source: National Accounts Statistics, MoSPL. Note: Industry comprises of four sub-sectors- Manufacturing; Electricity,
Gas, Water Supply & Other Utility Services; Construction and Mining &
Quarrying.
Source: National Accounts Statistics, MoSPL
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{  Growth of Electronics Production and Exports | | Nearly 30-fold increase in Mobile manufacturing |
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CONTEXT: The Economic Survey was presented in Parliament on 29 January.

i India’s Ranking in the Global Innovation Index

Innovation Ecosystem: Research, IP and Entrepreneurship

improving steadily

Source: World Intellectual Property Organization (WIPO).

Patent Applications nearly doubled from

Source: DPIIT.

2015 2020 2021 2022 2023 2024 2025 25
2 197
. —— 39—38 ) 157
48—4 215 1.23/
=
S 4 0.88/
0.61.~
05 0.26 0/'4' P
81 o.

2017 2019 2021 2023 2025*

Source: DPIIT. Note: *Data for 2025 is as on 31 October 2025

Trademark Registrations grew

FY20 to FY25 1.5 times from FY20 to FY25
1,20,000 500000
90,000 400000
300000
e 200000
30,000 100000

Rapid growth in DPIIT-Recognised Startups 7

[} N o
2014-15 2016-17 2018-19 2020-21 2022-23 2024-25

Source: DPIIT.

€ Global Innovation Leap:

India ranks globally

+ 12" in entrepreneurship policy & culture
+ 4™ in trademarks;

+ 6™ in patents;

+ 7% in industrial designs in global filings
(World Intellectual Property Or fon (2024))

+ " Critical Tech Breakthrough:

«Top-5 globally in 45 of 64 critical technologies (up from 4 in 2003-07)
(Australian Strategic Policy Institute)

|

2014-15 2016-17 2018-19 2020-21 2022-23 2024-25

Policy Architecture
Key Initiatives

PLI Schemes
National
Manufacturing
Mission

Industrial corridors
Logistics reforms

Focus on ecosystem
building, not firm-level
protection.

MSMEs: The Weak Link
Challenges

e Credit access
e Technology
e Market integration

Strategy

Scale MSMEs
Integrate into
GVCs

e Reduce cost of
capital instead
of raising tariffs

issues comprehensively. (10 Marks, 150 words)

Question : What are the major drivers of the growing threat of
cybercrime in India? Suggest some measures to address the

=
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Survey flags IndiaInc's lack 2ttty e e | Chapter 9 : INnvestment and
of investment appetite’, )

says Swadeshi ‘inevitable’ . ime | e === | Infrastructure

lagpam & RAVI

(Akash Mandal & = standing regulatory burdens or Medical device
RaviDutta Mishra E coordination failures. || Drones
Mumbai/New Delhi. L EXPLAINED ‘The Survey pointed out that 4 I'| whiegoods
| January 29 ‘national transformation is most Export Growth
Behind the low durable when business leaders Negative + Textiies | Speclaltysteel
SWADESHI IS "inevis i appetite  seethemselvesas trustees of a %~ frgortGrowth ACCBattery
necessary” asthe globaltrading. Negative ILes | - ' ITHardware
Y o : X o .) |+ % " Automobiles _Electronics .
- Buk | pharma oo posiive
regimes and carbon border ised by low R&Dintensity,  Germany, Japan. and East Asia drugs |+ ot v
i i . 3 % | Telecom Impart Gromth: Negative
e - ration) “ -
¢ “oalye Alie; uiag " poeas 305 10% o 30% s 0% 0%
y y but n-  pability and workforce Inerage anal export GroM{FYZLFY2S)
|America, Germany, Japan, and  firms) — family control, and derived legitimacy from
East Asia eithe i e nal resil-
= - « = ‘
: h ; Need toft Alapplicati
Jerein” ind riles vouna  opedions. ? = €edtorocus on Al applications
manner. Indian corporates. according to the Survey 1t stressed that a well-de- th fr t_i d l N
however have a relative “lack of signed regulatory architecture
veie o ot sz i rather than frontier models
i jon.  inputs,technologies, and mar- pacity, and should be
= . 5 ibe - ‘ :
India New Delhi, January29 T
long-term “In such tor is not merely a subject of le 1l
N "
Regulatory s ipanti i the Econ- P
arbitrage. protected margins, S h
" initiat- pers, re b W enter-  institutions
I shocks, and thway to tion,"the iri
decompeti- ingnati Surveysaid. asamonetarysharehoiderinAl  upon each other's work. The expansion in expensive, re-
tion, by "the  ities that
Survey said. ignty. tic UPL and A function as standards V- ‘The Survey bats for a “bot-
‘The Survey. however, said _isnolonger whetherthe state ~dian corporates. “Despiteno- | public goods. The St dfund-  tom-up” 10 Al devel
“rational Jbut i di i pment,
in an environment™ where how it should do so without i i i that allows Al capabilities to
downside i v spread widely across sectors
through bailouts, banking for- i “the  frontier and
bearance, tariff protection,or  Surveysaid. ion in real estate— models and large language expenditure, energy intensity,
i iation, "A Jinked, regulated, i ‘model y and hardware
. Thisreflects
pon . but govern-
i i ‘The proposed AI-O8 would These Al
¥ familycontrol, ificial intell efficient
" itsaid. Sub-  tation, i public good,
corpor- et
the it i i ital,” the Sur- -sup- abli
i P y  veysaid. ported GitHub — under the il
anenvironmentwhereaccessto  has been hindered by long- firms, sectors, start-ups, research WIWVLNDIANDIPRESS.COM

Investment and Infrastructure:
Strengthening Connectivity, Capacity and
Competitiveness

Effective Capex has increased steadily since FY15

’ \

% lakh crore

FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26
(PA) (BE)

CGrants for creation of Capital Assets E=Union Govt Capex =e=Effective Capex

Y ’
Source: Union Budget documents. Increase in Project Approvals by Public-Private Partnership
Appraisal Committee
i Total Project Cost : _ Number of Projects :
i | 28 }
; 104686 | :
: 69583 L :
H - : '
- i ‘é 15 :
! 'é 49067 E E :
N P s

: P FY2s  FY26(upto |
! Nov) : Nov) 3
4 gl “Wrsesep e e s s e e s s LIS b
: PP} c 5 4
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Progress in Physical connectivity

> 5 & Average Commissioning of ¢
railway network per year

{ Total National Highway Network * {Operational High-Speed Corridors’
(60 per cent increase) 3 (~10 times increase)

H '
: 1 '
' 146,572 'y 5.364 8 318
: E ' ' :
1 2l oLalr i E & E :
H = Ve o Ve o '
; - : £ : ) 8 99 ;
: : ' ;
i ' 550 i i
: FY14 FY26 (upto - FY - 3 :
: ' 14  FY26 (upto ' :
: December) : December) ' 2004-14 2014-24 )
Source: Ministry of Roads, Transport & Highways. Source: Ministry of Roads, Transport & Highways.  Source: Ministry of Raibways.
¢ Port Infrastructure Expansion ' { Reduction in average container : ! Cargo movement through Inland
i and Record Cargo Performance | ! vessel turnaround time o Water Transport ;
i ' ' ]
' ' 4344 '
; ' %) ' i 1o ;
- i I N | :
¢ X ' H H / :
P S 1 HhOE 8 |
' 'V i Z 8o -
: i i / -
' ' i 40 4

oo S
3 Affordability Driving Surge in Monthly Data Consumption
:
i Average revenue realization (per subscriber per GB H 2o X
| ' Average data ption (
' 300 268.97 e ) - 55 data subscriber
P e s
: =
o R
f 75 s 75
' 8.27 : 0.06166
: . -
: o :
$ 2014 2025 e s

Source: Department of Telecommunications. Note: Data for 2025 is as of September 2025

Power Sector

Capacity addition in the power sector

Improvement in Daily Average Power Supply

22.6

22.1 234

i Generating Capacity 409386 | ! ;
; Addition (MW) 15,007.9 P '
E iloB :
H I i
| 1 1 ° L
1 e 8 '
: P18 :
i Transformation capacity 60,260.0 | | :
i addition (in MVA) 38,805.0 o E
! mFY26(Apr-Nov) WFY 25 (Apr- Nov) Lo Rural Urban E
it Al BFY14 mFY25 )
Souie Hrpativg Bsiiesy Repat (Nvashes 2038, Omital Hiptadly.  Bomeedbelbralionsr ’

Authority.
Power Distribution Turnaround:
Profit After Tax: 367,962 crore loss (FY14) - 2,701 crore profit (FY25) QM A7
AT&C Losses: 22.62% (FY14) - 15.04% (FY25) ﬁ
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SYLLABUS : GS 3: Growth and Development
Newspaper: The Indian Express Page Number :15

Improving Digital Connectivity

6.93 6.95

i
'
"
"
i
"
"
1
. 2.09 2.14 2.15 K
i

| I o

= A
Gram panchayats connected (in lakh)

B As on Dec- 2023 OAs on Dec- 2024

Optical Fibre Cable laid (in lakh km)

High Speed Broadband (in lakh)

OAs on Dec- 2025

(As on 15 August 2019)

¥ 3.23 Crore
“. .oy | rural households

with FHTCs

Over 81% of rural
households now

water under Jal

(As on 01 December 2025)

Jeevan Mission

have access to tap |

Source: Jal Jeevan Mission Dashboard.

Why Infrastructure is Central to Growth

Addresses supply-side bottlenecks
Lowers logistics and transaction costs
Enhances competitiveness across sectors
Strong multiplier effects

Infrastructure is treated as productive capital, not fiscal burden.

Financing Infrastructure: Key
Trends

¢ Shift from budget-only
financing to:
o PPPs
o Asset
monetisation
o Infrastructure
Investment Trusts
(InvITs)
e Private participation

improving, but uneven
across sectors

15.76 Crore
rural households
with FHTCs
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Chapter 10 :Environment and Climate Change

Environment and Climate Change:
Building a Resilient, Competitive and [ Why Nuclear?
Development-Driven India g \( (0
O h ¥
The Resource Intensity Challenge of Renewable Energy
‘e 24/7 Clean Power Supports Heavy Hydrogen Production
Rz Low-carbon Industry
G SOLAR POWER per GW - .
No mtermmex'lcy Reliable baseload Transport fuel
- o e ——— Energy security Tech-ready power Industrial use
ver ~ 18., 'er: 4, MWh N o N AN -
Materials . Polysilicon ~ 2-3 Energy *% ~350-400 households/year
required thousand t required 44 Aluminum: 1,948,000 GJ
- Aluminum-~ 10,252 t ~100,000+ households/year
\
[ / I /i—WIND POWER per GW -
M Copper: 2,866t -
Materials . with a 0.6 per cent yield Teaanoad v-% ~ 1,194 truckloads (400-ton
required Total material = [ | trucks)
MR 6660t -

hall

Scaling renewables is also a materials, ing, and energy 2

20,000 cr allocation in Union Budget 2025—26
» Development of 5 indigenously designed SMRs

» Target: Operational by 2033

» Focus on Energy security & clean power

8,780 MW 100 GW by 2047

Current Nuclear Capacity

=

Energy storage is positioned as a key enabler for renewable integration, peak management,
and long-term resource adequacy

Target capacity

Enables private & state participation
Graded lability framework
Protects victim compensation

VVVY

£

B t: uring, R&D & innovation

India’s Energy Storage Requirement & Policy Push

Requirements
India will require around 411 GWh of energy storage by 2031—32
== — 1
e

G Policy Support ]

National Framework Formally d Included in the A core resource in
for Promoting under the Electricity Har d M: T Sy lanni:
Energy Storage Rules List of Infrastructure under Resource

Systems Adequacy Plans.
1R
v
]

[ . Market enablers and Deployment support ]
‘Waiver of Inter-State Storage assets PLI scheme - VGF schemes
Transmission System allowed to provide 18,100 crore for 50 targeting ~43 GWh D I

charges ancillary services GWh ACC of BESS
manufacturing
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Recent Environmental Governance Reforms

PARIVESH 3.0 — Single Window Clearances

Digital approvals & post-clearance monitoring

VAJRAM & RAVI

Nation-wide uniform guidelines

Consent to Establish/Operate through amendments in Water & Air Acts

Streamlined Mining Regulations

Critical, Strategic, and Atomic Minerals

Third-Party Environmental Audits

Environment Audit Rules, 2025

Updated Graded Industry classifications

Promoting Circular Economy

Circular Economy Action Plans covering 10 waste categories, Extended Producer
Responsibility (EPR) frameworks for multiple waste streams, ban on Single use
Plastics

QR @) E

Decriminalisation through the Jan Vishwas Act

Public Liability Insurance Act, Environment (Protection) Act, 1986, Air Act, 1981
Indian Forest Act, 1927 and the Water Act, 1974

e

Rationalised Green belt requirements for industries

Y

based on the pollution potential of industrial estates/parks and individual
industries

QM A

2




The
Analyst | Economic Survey- Investment,

Handout Infrastructure & Sustainability
30th Januvary 2026

VasiRAM & RAVI

BRSR by SEBI: BRSR Core by SEBI:

Business Responsibility Assurance-based :
listing of Green and Sustainability reporting for key ESG

Bonds by SEBI indicators; value-chain
' Reporting for 1op1,000 | ¢ 130nce an disdosuz introduced | (other than green debt
Iisted companies: Sustainable & to reduce greenwashing | securities) by SEBI
Voluntary for FY 22 Sustainability - and improve reliability
Mandatory from FY 23 m Lending by of sustainability data O P
Framework for to facilitate ease of doing
of Green | business with respect to
Deposits by RBI the framework for

assurance or assessment,
ESG disclosures for value
chain, and the introduction
of voluntary disclosure on
green credits

O, ©

Evolution of State Action Plans on Climate Change

®
@
(o)

SAPCC (2020 omwards)
Adaptation-led development approach

State- and district-specific climate risk
analysis

SAPCC (2010-15) gle};g;a'trilzgtswith Planning & Finance

Convergence with flagship social sector

Broad alignment with NAPCC missions

Predominantly mitigation-oriented schemes (water, agriculture, urban)
sectors . ) Strong role of communities & local
Standalonc climate projects institutions

Limited budgetary linkage Outcome-  and  resilience-focused

monitoring,.

N L=

2
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Economic Survey highlights uneven
distribution of secondary schools

The rej

ort notes the need to ‘internationalise” h

igher education and build State capacity in the sector; main reason for

children dropping out continues to be the need to supplement household income, and domestic and care responsibilities

Abhinay Lakshman
NEW DELHI

key issue in achiev-
A ing the target set by

the National Educa-
tion Policy (NEP), 2020 to
increase expected years of
schooling in India to 15
from the current 13 was the
“uneven distribution of
schools", said the Econom-
ic Survey for 202526, re-
leased on Thursday ahead
of the Budget.

Only about 17% schools
provide secondary educa-
tion in rural areas, it
showed, and about 38%
schools provide secondary
education for urban areas.

‘The Survey showed that
this corresponded with
other sources of data that
said the largest number of
out-of-school children
were of secondary school
age (between 14 and 18
years), and the need to
supplement household in-
come, and domestic and

T

laboration, and expanding
global engagement can
further enhance the educa-
tion system’s

17% schools in rural and

about 38% in urban areas provide secondary education. fILE PHOTO

“Notable gains in school
enrolments and higher
education sector, and im-

ness to the changing needs
of the economy,” the re-
port said in its chapter dis-
cussing education. The re-
port also touched upon the
newly introduced Viksit
Bharat Shiksha i

in
index also reflect how PM
Modi's ‘reform express’ is
fulfilling aspirations, driv-
ing transformations and
ensuring inclusive
growth,” Union Education
Minister L

Bill, 2025 intended to “re-

Pradhan said on Thursday,
on the out-

care conti-  place over]
nued to be the leading rea-  ping regulations”, and fo-
sons for school dropouts.  cused ~ on  policy

“Building State capacity  interventions needed for
in higher ion, foster-  the “i It

ing academia-industry col-

of higher education.

look on education in the
Economic Survey.

Mr. Pradhan also shared
a snapshot of the Survey's
section on  education,

‘which highlights that India
now has 23 Indian Insti-
tutes of Technology (IITs),
21 Indian Institutes of Man-
agement, and 20 All India
Institutes  of  Medical
Sciences, along with esta-
blishing two international
1T campuses (in Zanzibar
and Abu Dhabi).

While India had im-
proved enrolment at early
levels of school education,
the “secondary age-specif.
ic net enrolment (NER) re-
mains low at 52.2%, high-
lighting the need to retain
students beyond Grade VI-
11" the Survey said.

“To fully convert its vast
human resource base into
high quality human capi-
tal, India needs to raise its
EYS (Expected Years of
Schooling) to 15 years set
by NEP's 5+3+3+4 schooling
structure for ages 3-18.2,"
the Survey added.

Citing data from the Pe-
riodic Labour Force Survey
of 202324, the Survey
notes that nearly two crore
adolescents aged between
14 and 18 were out of
school.

“The single largest rea-
son for adolescent dropout

is the need to supplement
household income, ac-
counting for 44% of dro-
pouts,” it added. While ov-
er 67% boys cite the need
to supplement household
income as a reason for
dropping out of school,
55% girls reported domes-
tic and care responsibilities
as the “major constraint”,
the Survey said.

“High dropout rates,
driven by economic pres-
sures, make integrating
school-based  vocational
and skills education an ur-
gent priority,” the Survey
noted, adding that current
data from the Periodic La-
bour Force Survey 202324
showed that only 0.97% of
adolescents aged between
14 and 18 had received in-
stitutional  skilling, with
91.94% having received
none.

A major thrust of the
Survey's section on higher
education is the need to
“internationalise” the sec-
tor, along with developing
State capacities for higher
education, considering
that over 81% of higher
education enrolments
were in State institutions.

Survey calls for tackling rising digital
addiction, mental health problems

du Shajan Perappadan
NEW DELHI

The Economic Survey
202526, presented on
Thursday, has flagged the
rapid rise of digital addic-
tion and screen-related
mental health problems as
a major healthcare issue,
particularly among chil-
dren and adolescents.

The Survey has recom-
mended structured inter-
ventions including cyber-
safety education, peer-
mentor programmes, man-
datory physical activity in
schools, parental training
on screen-time manage-
ment, age-appropriate dig-
ital access policies, and
platform ility for

It suggests mobile network-level safeguards such as differentiated
data plans for educational-versus-recreational use. AILE PHOTO

counselling to actively ad-
dress digital addiction. In-
tegration with school and
college systems and train-
ing of dedicated counsel

I
lors is to

harmful content.

It also suggests network-
level safeguards such as
differentiated data plans

normalise help-seeking be-
haviour and enable early
intervention at scale.

The Survey also under-

for
creational use and default
blocking of high-risk con-
tent categories.

On mental healthcare
delivery, the Survey pro-
posed expanding the na-
tional Tele-MANAS pro-
gramme beyond crisis

lined the of
technology-enabled public
health surveillance and
service delivery and stated
that sustained investment
in preventive care, nutri-
tion, mental health, digital
wellness and community-
level health systems was

essential to protect India's
demographic dividend and
ensure a healthier, more
productive workforce in
the coming decades.

Decline in MMR

It also noted that since
1990, India had reduced its
maternal mortality rate
(MMR) by 86%, far exceed-
ing the global average of
48%. “A 78% decline in the
under-five mortality rate
(USMR) was achieved, sur-
passing the global reduc-
tion of 61% and a 70% de-
cline in the neonatal
mortality rate (NMR) com-

pared to 54% globally dur-
ing 1990 to 2023. The in-
fant mortality rate (IMR)
marked a drop of more
than 37% over the past de-
cade, declining from 40
deaths per thousand live
births in 2013 to 25 in
2023," it said.

Roma Kumar, clinical
psychologist, Sir Ganga
Ram Hospital, said the
pandemic accelerated
screen dependence as iso-
lation pushed individuals
toward digital spaces for
connection.  “Excessive
screen time aggravates all
lifestyle diseases. Preven-
tive strategies include exer-
cise, stress management,
and lifestyle changes from
ayoung age," she said.

Vinay Aggarwal, former
national president, Indian
Medical Association (IMA),
said that India had an inap-
propriate share of both in-
fectious and non-infectious
diseases. “Burdened by the
thrifty gene inherited over
centuries, the current lifes-
tyle and food choices end
up in farty liver, obesity,
and diabetes mellitus,” Dr.
Aggarwal added.

Chapter 11: Education and Health

and XI1. (UDISE+).

! 11I) (PARAKH 2024):
+ From 39 % in 2

Learner centric education

School Education -
Achieving 100 % GER by 2030

+ ~25 crore students enrolled in 14.7 lakh schools sup-
| ported by over 1 crore teachers.

GER*: 0.9 for Grades I to V, 90.3 for Grades VI to
VIIL, 78.7 for Grades IX and X and 58.4 for Grades XI

|+ 500 hostels approved under PM-Janjati Adivasi
Nyaya Maha Abhiyan. 1

i+ 2682 Kasturba Gandhi Balika Vidyalayas upgraded.

i+ 692 hostels sanctioned under Dharti Aaba Janjatiya |
Gram Utkarsh Abhiyan.

'y Universal FLN* under NIPUN Bharat |
i Improved proficiency at the foundational level (Grade |

21 to 57% in 2024 in language.
« From 42% in 2021 to 63% in 2024 in mathematics.

i« APAAR® IDs track learner progress across school, |
higher and skill education.

|+ Vidya Samiksha Kendra monitors learning progress |

2

L,

Achieving 50 %

tions.

23 (AISHE),

ple languages.

+ Competency-based assessments are being done un-

der PARAKH.

+ Teacher capacity strengthened through DIETs* and
SCERTSs*

f“'

+ 15 foreign institutions are expected to set up campus-

es in India.

India’s education landscape: Key achievements of NEP

Universal access

UNIVERSITY
==

Higher Education
s GER by 2035

+ 4.46 crore students enrolled in over 70018 institu-

GER increased from 27.1in 2019-20 to 29.5 in 2022-

Multilingualism

Over 3000 Al-driven interactive e-content in multi-

’ﬁmdemic Structure +Curriculum reforms |

+ Curriculum reform undertaken as per NEP recom-
mended 5+3+3+4 structure.

Internationalisation

i+ 100 per cent FDI allowed in higher education.

GER: Gross Enrolment Ratio; APAAR: Automated Permanent Academic Account Registry; DIET: District Institute of Education
and Training; SCERT: State Council of Educational Research and Training; FLN : Foundational literacy and numeracy

Nod

Source: Sample registration system 2023 & MoSPI

,A“

Increase in nutrition
intake (per capita)

Strengthening healthcare

Drop in IMR

over the past of

cade.

Life expectancy

70.3

rs in 202

compared to

49.7 in 1976.

7

(Kcal/day)

(g/day)

‘ 2009-10  2023-24
Rural 59.3 61.8
Urban 58.8 63.4 A

Rising nutritional intake, life expectancy and declining Infant Mortality Rate together point to

sustained improvements in population health and overall well-being,

Digital study material in 22 Indian languages under |
Bhartiya Bhasha Pustak Scheme.
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Government Initiatives towards a healthier lifestyle

Il pr—- 7 A : 5 - 4 : s A AR
; Awareness initiatives for tackling obesity . Technology driven initiatives
» Eat right camapign « Centre of Excellence for Al driven reforms at AIIMS |

10% reduction in ol consumption Delhi, AIIMS Rishikesh & PGIMER, Chandigarh

« Khelo India and Fit India Movement . (.Il}ucfxl dvc_xsnm support system integrated with |
e-Sanjeevani.

« Aaj se Thoda kam Campaign s 3 A .

Ly f ) ¥ g ) » Al-based diabetic retinopathy screening.

« Stop Obesity & Fight Obesity Campaign o A

» 14.32 crore beneficiaries registered under U-Win portal.

5 R Mental health: Combating digital addiction

« Safe Internet Guidelines for schools

» Pragyatah Framework for screen-time planning for digital education
« NCPCR* guidelines on screen-time limits and online safety

« Online Gaming Regulation Act, 2025

» Tele-MANAS* (14416): 24x7 national mental health helpline

» Specialised treatment: SHUT* Clinic, NIMHANS

EH = Infrastructure strengthening
il

1.8+ lakh Ayushman
Arogya Mandir oper-
ational with footfall of
506.50 crore.

Nearly 3.78 lakh
human resources
provided to states. %

42.78 crore Ayushman
Bharat cards generated.

=

“NCPCR:National Commission for Protection of Child Rights; Tele-MANAS:Tele Mental Health Assistance and Networking Across States
; SHUT: Service for Healthy Use of Technology;

Health: From Treatment to Prevention

Education: Key Focus Areas Achievements

e Expanded insurance coverage (PM-JAY)
e Improved access to healthcare

Access & Outcomes

e Improved enrolment ratios
e Focus shifting to:
o Learning outcomes Non-communicable diseases (NCDs)
o Foundational Literacy & Obesity
Numeracy (FLN) Mental health

Emerging Challenges

Digital addiction
Structural Reforms
Behavioural & Private Sector Role
e NEP 2020 implementation
e  School-skill-industry linkage e Health outcomes influenced by:

e Use of digital platforms SR h s chuic
o Diet

o  Physical activity
e Education & health require societal

Key challenge: Enrolment = learning. el )
participation, not state action alone




The
Analyst | Economic Survey-Human Capital,

Handout Inclusion & Future Readiness
30th Januvary 2026

VAJRAM & RAVI

Chapter 12 : Employment and Skill
Development

Employment and Skill Development :
Getting Skilling Right

Catalysing job growth

................................................................................................

Labour force participation rate (%) Unemployment rate (%)
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Labour Codes: Balancing worker protection and flexibility

29 labour laws consolidated into 4 labour codes, enacted on 21 November 2025.

Code on wages, Code on Social  Industrial Rela- Occupational Safety, Health and
2019. Security, 2020. tions Code, 2020. Working Conditions Code, 2020.
=« Boost to formalisation 1Y/ Enhanced Social Security ' . Female participation
» Recognition of fixed-term « Portability of benefits via « Provision of creches and enabling
employment (FTE) as formal Universal Account Number. night shifts.
engagement. « Formal recognition of gig workers. | | « Expansion of maternity benefit.
« Equal benefits for FTE and « Flexible work provisions.
contract workers « Work across all establishments.
» Mandatory employment letter for
\all 2, PAN #
Growth in income ,,; Ease of doing business j‘@ Employment expansion
« Introduction of a statutory « ‘Inspector’ role shifts to « Higher layoff, retrenchment and
National floor wage. ‘Inspector-cum-Facilitator under closure thresholds to discourage
» Ensuring equal pay for equal Code on Wages, 2019, focusing on firms from staying small.
work. guidance. « Provision of direct hiring and FTE
« Introduction of Single to boost training and hiring.
Registration, Single Return, and
Single License for businesses.
\ _J \_sing AN o -

Implementation could result in the creation of ~77 lakh jobs (SBI, November 2025). ﬁ
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Enhancing female participation

Increase in female labour force
DaRLITAIGH fats A fall in female unemployment rate

2017-18 2017-18 2023-24
= A
M L] [ )
JOB JOB
23.3% 41.7% / \ 5.6% 3.2% /

Source: Annual PLFS report 2023-24

.ﬂ @ Employment Snapshot : Labour

Flexible work structure Affordable housing market shows gradual
.
« Code on Social Security, 2020 (CSS) provides for « Sakhi Niwas, Ministry of Women & Child Impl‘ovement
flexible work models and gender-responsive work Development.
standards.

» Thozhi hostel, Tamil Nadu

e Key features:

o Rising Labour Force
Participation Rate
(LFPR), especially for
women.
Shift from agriculture to
non-farm work.

o High informality persists

Public-private partnership
Innovative mnde.ls_ to cznh:mce private
participation
« Telangana’s WE-Hub
» Maharashtra’s Mahila Arthik Vikas Mahamandal

= Kerala’s Kudumbashree
299,
Tlﬁ'

Extending safety infrastructure

Skill development
« Aligning skilling with industry demand.
» Enhancing STEM enrolment.

« Initiatives such as ‘Back to Work’ and ‘Returnship
programme.

Keyword: Quantity of jobs has

Removal of statutory restrictions improved faster than quality of jobs.

« 17 States/UTs removed prohibitions on women'’s

» Kochi’s Women Police Control Room employment in hazardous industries.

» Hyderabad’s SHE Team.

Structural Employment Issues

« 22 States/UTs permit night work for women in
factories.

= Chennai’s inclusive street design manual 5 e A ; p
= 33 States/UTs allow night work in commercial
= Bhubaneswar’s Janpath Street establishments.

e Low employment elasticity of
growth.
Dominance of:
o Informal sector
o Self-employment
. li\pa-n-ding network of Anganwadi centres. Limited qbsorption by
| = Provision of creches under CSS. .
% manufacturing.

Key constraint: Skills mismatch

between education output and
labour market demand.
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National Scheme
for Upgradation of
Industrial Training
Institutes (ITIs)
» Toupgrade 1,000 ITIs

« Smart classrooms,
modern labs, digital
content, and industry-
aligned courses being
provided

Getting Skilling Right

Industry-driven skilling

S

Flexi-MoU Scheme
« Firms providing
customised training.
« Nearly 10,000

trained by prominent
enterprises

PMKVY 4.0
Training in NSQF-aligned
job roles

Collaboration with
industry-led sector skill
councils.

Rozgar & Apprenticeship
Melas linking employers
with job seekers.

DBT under NAPS* 2.0
and NATS* 2.0

« Over 12 lakh DBT stipend
transfers made under NATS 2.0.

« Under NAPS 2.0, 25% of the
stipend directly transferred to
apprentices via DBT.

Demand-side financing instrument
providing choice to learners.

» Maharashtra’s Vikalp Skill
Voucher Programme.

« Tamil Nadu skill voucher
scheme.

PM Kaushal Vikas Yojana

Model Skill Loan
Scheme

« Credit-based skilling expanded
by raising loan limits and
widening eligible lenders.

« Coverage extended to non-NSQF
courses from MSDE-SIDH*

k. registered providers. )

Skill Impact Bond of
NSDC*

Links funding with verified
placement and retention

outcomes.
A

L

*NSDC: National Skill Development Corporation; DBT: Direct Benefit Transfer; NAPS: Na-
tional Apprenticeship Promotion Scheme: NATS: National Apprenticeship Training Scheme;
NSQF: National Skills Qualifications Framework; SIDH: Skill India Digital Hub; PMKVY:

Survey emphasis: Skills
must follow jobs, not
precede them blindly.
Youth & Skilling
e Youth
unemployment
remains concern
e Need for:
o  Modular
skills
o On-the-job
training
o Lifelong
learning
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Chapter 13 : Rural Development and Social Progress

| Extreme poverty rate down to 5.3% |
| in 2022-23 as per the revised inter- |
| national poverty line of USD 3.0 per |
3 day (World Bank). i

i+ 3.28lakh villages mapped; 2.76 |

i crore property cards issued i
under SVAMITVA

« Empowering women through |

: Namo Drone Didi: 500 drones |
provided (2023-24) H

|+ Leverage technology, drones,
solar & telemedicine for smart

+ villages: RuTAGe Smart

:\ Village Centre

|+ Samarth application for

i effective tax collection.

i+ Meri Panchayat App for
monitoring.

i eGramSwaraj: Unified inter-
| face for reporting and tracking of |
Panchayat activities. -

*:DDU-GKY: Deen Dayal Upadhysya Grameen
Kaushalya Yojana.

DAY-NRIM: Deendayal Antyodaya Yojana - Na-
tional Rural Livelihood Mission.

RSETI: Rural Self-Employment Training Insti-
tutes.

i+ Enhanced rural connectiv- |
ity: Over 99.6% eligible habita- |
tions have been provided with |

connectivity.

!+ Har Ghar Jal: Over 81% of ru- |
ral households have a tap water |

connection.

+ Housing for all: Over 2.9 crore |

houses constructed.

Skill Development

| + DDU-GKY: State-led, skill pro- !
gramme for rural poor youth !
focusing on employment, reten- |
tion, progression, and third-party |

quality certification.

+ Upskilling through RSETIs: |
629 functional centres across 616 |

districts in 33 States/UTs.

+ Under DAY-NRLM support '
provided for self-employment |
and skilled wage work via wom- |

en-led SHGs.

|« Over g lakh community resource |
persons work towards food secu- |
rity and stable incomes of house- |

holds.

lagpam & RAVI

—_—

Rural Development and Social Progress:
From Participation To Partnership

Transforming the Rural Economy

Structural Changes

e Declining dependence on agriculture
e Riseof:

o Rural non-farm employment

o Self-help groups (SHGs)

o Rural enterprises

4. Role of Institutions

e SHGsas:

o  Credit conduits

o  Social capital

o  Entrepreneurship platforms
e Panchayats:

o  Planning (GPDPs)

o  Service delivery
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E:hhT:tér 14 : Evolution of the Al Ecosystem in India

( 1 _ Evolution of the AI Ecosystem in India:
\N 4 - The Way Forward

Al Ecosystem: Trade-Offs for India

Navigating Constraints for Policy Choices

> > FRONTIER vs APPLICATION ¢ o L
Few Firms; or-Specific | 23
Al e AT TRADE-OFF: Solutions; s
al Capability Scale & Control OR Local Diverseset [~ 1
. of Firms JiL
Alignment

SCALE vs INCLUSION Liakici
Cost Rethe. TRADE-OFF: ation;
tion; Higher H Augxsnlent’ahon. e
g Productivity  Productivity OR Absorption et
Rapid Scale
Incentive to PROPRIETARY vs OPEN .
Innovate; : Shared
gobec] TRADE-OFF: Innovation;
Pushing - A ili
Frontiers  C Edge OR Op
Proprietary Open-Source
Larger DATA CENTRE SCALE vs
Models; LOCAL COMPUTE Small Models;
Availability TRADE-OFF: Decentralised
; e, Centralised Scale OR Distributed ™'
: " : Efficiency g |
«. Compute Scale Local Compute

REGULATION vs
Fixed Costs & INNOVATION Speed;
Compliance; Diffusion;
Safety & Risk TRADE-OFF: Possible Risks
Mitigation Safety & Trust OR Sustaining of Misuse
Innovation

HUMAN CAPITAL FOR Al

Building a Future-Ready Workforce
[ Redefining Education & Work |

High School -and-! University
(Apprenticeships, Projects)

Flexible, Integrated, Credit-Bearing Pathways start early, building experience with education

Beyond White-Collar: Filling Gaps in High-Skill, Human-Centric Jobs

High School Early Education Culinary Arts

HIGH POTENTIAL, UNDERSTAFFED SECTORS REQUIRING HANDS-ON EXPERTISE

Development-Oriented Al Human Capital for Al
Approach A T
e Focuson: o Advanced Al
o  Agriculture research talent
o Headlth o Interdisciplinary
o Education skills
o Public service e Solutions:
delivery o  STEM + humanities
o Research
e Avoid copy-paste of institutions
Big Tech—centric Al o Industry-academia
models. collaboration
e Al forinclusion, not
exclusion.
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Adeption & d‘ffusnon

Capability building
3. Glabal leadership (long
term)
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Chapter 15 : Urbanisation

Urbanisation: Making India’s cities work
for its citizens

(15

Agglomeration economies underpin the logic of urbanisation

) Agglomeration N
Efficient worker economies ©5

- job matching Greater productivity

Kn9wlcdgc @ Improved firm

spillovers e dynamism
Sharing of infra, i i £

services and o ] Y Stronger innovation
specialised inputs 1 A 1 1/ L outcomes
b
Free FSI* across India’s cities is lower than i Unlocking land productivity will help
in major cities across the globe reduce urban sprawl

0 NN
LT

X
f 2 \ . e
| I M~ | Increasing FSI at scale across cities

20

Ratio

Improving land titling for ease of

f‘» "‘ transactions. Government measures () Urbqncha"enge: Beyond ropid

58 a o ="} include Bhu-Aadhaar and National e

-- [} | ‘ Generic Document Registration System. urqusqnon

] " 8 e

2z EZ N Reducing development control regulations . i

d 52 needs to be followed by improvements in $ Urbqn govemance' Weok COpGC!ty,

)/ mobility, sanitation and waste management fragmentqtion

o Economic agency: Limited fiscal &
functional autonomy

o Institutional capacity: Plonning,
implementation gaps

Tackle mobility issues

In 2024, commuters in

BengAaluru, Mumbai, ~— Augment and digitise bus fleets
and New Delhi lost 117

hours, 103 hours, and

76 hours, respectively ——— Finance-first e-bus deployment
during rush hour.

In recent years, India
witnessed a massive
expansion in public
transport — metros, Transit-oriented Development (TOD) and

RRTS and e-buses value capture around stations

——— Mainstream last-mile and shared mobility

Manage demand where geometry is most
————— binding through congestion pricing and
parking management

Measures to improve
outcomes
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Why Urbanisation Matters for Growth Binding Constraints in Indian Cities
e  Cities are engines of: (A) Land & Housing
o Productivity e Rigid land-use regulations
o Innovation e Low Floor Space Index (FSI)
o Job creation e  Result:
e India’s urban population share rising steadily. o Urban sprawl
° However, economic returns to urbanisation o Housing shortages
remain sub-optimal o High property prices
Key diagnosis: India is urbanising without (B) Mobility

commensurate city capacity and capability.
e Congestion

Governance Deficit: The Central Constraint e Inadequate public transport integration
e  Poor last-mile connectivity

Core Problems
(c) sanitation & Waste Management

e Urban Local Bodies (ULBs):

o Limited fiscal autonomy e Solid waste processing gaps
o  Weak administrative capacity e Informal sanitation workforce
o  Dependence on state governments e  Environmental and health risks
e Cities lack economic agency despite
responsibility for service delivery These constraints raise cost of living and cost of

doing business.

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

Non-tangible aspects of future cities

Time as the central | | °.
urban resource .

O
©
<
H
o
)

¢ T =

Cities that inspire — Streets as social
: aas
rl

imagination infrastructure —”TI &
. b

Encouraging creative
density

Governance that
enables participation

Integration of
informality
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Government measures have made significant |  Changing the attitude of the public towards
progress in waste management 1 Waste Management — The case of Indore

Door-to door collection of MSW:

negligible in in 2014-15; covers 98% Reinforc-i ng
: segregation
of urban wards in 2024-25 practices Traditional

& modern
communication
—nukkad nataks,
radio shows,
ete

2.5 lakh waste collection vehicles
nationwide

/[ \ GPS-enabled vehicles and integrated '
A ) command centres in many citiesto |
-~ & monitor collection routes

Waste processing: 2014-15 — 16%

\E A: 2024-25 — 80%

Cities must Urban design Incentives Using System-based | Efforts to strengthen
prioritise rule and service should be behavioural civic-sense civic order must
certainty delivery must aligned with nudges to awareness recognise the
over rule be used as correct encourage social rather than distributional
proliferation behavioural behaviour contract around episodic aspect of urban

instruments civic sense messaging rules

Informality as an Urban Outcome Non-Tangible Aspects of Future Cities

e Informality is not a failure of citizens Beyond infrastructure:
e |tis an outcome of:
o Regulatory overload Urban safety
o  Exclusionary urban planning Public spaces

e Slums, street vending, informal housing are Social trust
adaptive responses Cultural vibrancy

N - . . Citizen participation

Survey shift: From eradication of informality — P P

integration of informality. Cities must be liveable, not merely functional.

Civic Order Without a Social Contract Policy Orientation Suggested

Key Argument Structural Reforms Needed

e Weak link between:
o Taxes paid

o Services received . .
e leadsto: o  Professional staffing

o Low compliance e Reform land-use regulations

o Weak civic responsibility . Integraﬁte t_rcmsport planning

o  Trust deficit e Formalise informal sectors through:
o Legal recognition

Indian cities suffer from a broken social contract. o Service access

e Empower ULBs:
o  Fiscal autonomy
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Survey flags India Inc’s Tack
of investment appetite’,
says Swadeshi ‘inevitable’

Akash Mandal &
RaviDuttaMishra
Mumbai/New Delhi,
January29

SWADESHI IS “inevitable and
necessary” as the global trading
environment is marked by ex-
portcontrols, technology denial
regimes and carbon border
mechanismsthatsignaltheend
of “naive globalisation”, the
Economic Survey 2025-26 said.

The Survey noted how pri-
vate corporations in post-war
America, Germany, Japan, and
East Asia either participated in
‘nation building’ while pursuing
profits or behaved in an ‘arm's-
length and rules-bound
manner’. Indian corporates,
however have a relative “lack of
appetite” to invest efforts to-
wardslong-term riskabsorption.
There is a relative lack of
willingness and appetite to in-
vest efforts towards long-term
risk absorption and becoming
globally competitive. Regulatory
arbitrage, protected margins,
and firm-specific accommoda-
tionsoften dominate productiv-
ityenhancement, scale competi-
tion, or leaming-by-doing,” the
Survey said.

The Survey, however
that this preference is “rational
in an environment™ where
downside risks are socialised
through bailouts, banking for-
bearance, tariff protection, or
retrospective renegotiation. "A
corporate sector that external-
ises risk to the state does not
exert pressure for higherstate ca-
pacity; instead, it generates de-
mand for discretion,” its

Making the case for corpor-
ate culture transformation, the
Surveysaid Indiaisoperating in
anenvironment where accessto

EXPLAINED

Behind the low
investment appetite

standing regulatory burdens or
coordination failures.

The Survey pointed out that
national transformation is most
durable when business leaders
see themselves as trustees of a
larger developmental project.

Indian corporate invest
ment is largely characte]
ised by low R&D intensil
caution in frontier man
ufacturing, among othe
factors, reflecting not

merely culture, but govi
ance structures (in such)
firms) — family control,
succession orientation,
weak managerial labou
markets, and underdevg
oped long-horizon capi
according to the Survey

inputs, technologies, and
kets cannot be assumed
frictionless or permanent.
“In such circumstay]
Swadeshi becomes a defel]
aswell as offensive policy I
ameans to ensure continuity of
production in the face of exter-
nal shocks, and a pathway to
buildenduring national capabil-
ities that reinforce economic
sovereignty. The policy question
s no longer whether the state
should encourage Swadeshi, but
how it should do so without
underminingefficiency,innova-
tion, or global integration,” the
Survey said.
Therehastobeabalance be-
tween manufacturing and im-
ports, as Swadeshi-oriented pol-
icies in the past led to compla-
cency and inefficiency duetoa
lack of global competition. Sub-
stituting imports for local prod-
uctsisjustified when production
cost is feasible, but the industry
has been hindered by long-

EN BANERJEE

WE MUST a
breadth and candid presenta-
tion of thestateof the economy leny
presented inthe EconomicSur
vey2025-26.

where

changing global o
therelsresistance from
heavyweight economi

commodate the aspirationsof  tokeeppacewithitsgrowtham-  coursecortectionsthathadtobe  Wprudent monetary policy  businesse pacity,safety frameworks,talent  of the high cost of capital that
rising economies that have g to upstream pro- leading to financial stability govemments. Some of thekey  pipelines, and innovation eco-  makes business
achievedascalethatcannotbe  tectionism impacting micro, ingsituation. An examplethe from lower NPAs of banks and temsfor 1 tive owingto higher deficits, es-
ignored. However, India, onthe ~ small, and med terprist isthe  better pushfor fitsf ging pecally Thepo-
cusp of becoming the world’s  (MSME) cx removal of wid 4 lity ronger nanufacturing with larger mempowering city govern- GDPgrowth ratehasbeen
dl: also faces Inthi d i MSME  ance, sustainablemobility, mod- reased to 7% in the Survey

© ECONOMIC SURVEY REFLECTS THE CORE CHALLENGE FACING INDIA IN A CHANGING GLOBAL ORDER

‘Economic sobriety’ while ‘running the sprint and marathon together’

honest assessment of the
Centre's achievements while
also pointing out the policy

vestmentis making them
ous. Further, India’s manufac-
turing sector has not been able

consolidation and reduction in
general Governmentdebtwhile
improving expenditure quality

Sabka Saath aur Sabka Vishwas
philosophy being ingrained
amongst its citizens, private

forms o align the workforce to
the futureof work
mexpansion of compu

dispensability through cost re-
duction and advanced manu-
facturing Italsoraisestheissue

sless competi-

several internal and external
challenges. The external chal-
come from a continually
disrupted world with ever-in-

knowledge the

estwoin-

teresting phrases that summar-
ise the challenges facing India
and the Indian monetary and
fiscal authorities.

“The first phrase s ‘strategic
sobriety’ TheSurvey relectsthe
core challenge facing Indiaina

Anover-leveraged technol-

world, India cannot lean d MSME: uch

hile

scales of operations,
e

petitive

sively on any strategi

gic impera- learnil r
tive or alignment. Instead, it by the Centre has been termed

cautioning that this would not
ig-term resilience

must demonstra S0
briety and dovetail into a strat-
egy summarised by the second

asan
Some of the achievements
that provideresiliencetothe ln-

ogy challenges y y,include
for the monetary authorities.  —‘unningthesprintandmara-  @contained inflation from
Theriskof contagioninthe fi-  thon'atthe sametime. supply ficiencies being
nancialsectorintheeventofthe  Thisappliesmoretothegov-  achieved through progressive

i Alnotlead-  emment icyandfiscal  logis rom

ing o efficiency returns on in-

perspective. Theexpressionisan  high capex; progressive fiscal

culture, employinga
majority of the workforce, ex-
hibiting stable performance
drivenby allied sectors

The Survey outlines that
India cannot achieve ts Viksit
Bharat ambition without the

emplanning, andstronger mu-
Teg

input costs by reducing protec- citytohamess

® balancing growth and
greentransitionthroughpproper
sequencingof actions, unlock-

rvey highlights the
risk to exchange rates from
negativecapitalflowsand man-

pegged as
In summary,
India’s macroeconomic funda-
‘mentals remain strong despite
global volatility, with growth
supported by resilient domestic

ingclimate finance, and build-  ufacturing not
inginti beable to provide the stra

® reforms for healthcare  leverage Indiacurrentlylacks.t

ualit calls for to be
mstronger focusonskilling,  madetowardsshifting fromim-
andlabourre-  port

demand, a healthy finance sec-
tor,and prudent monetary and
fiscal policies
Thewriteris Partner
and Leade
Advisory,

MeNt that determines wnether
thestate upgrades itscapacity or
govermnsthroughdiscretion,”the
Survey said.

It also highlighted the short
capital allocation horizons of In-
dian corporates. “Despite no-
table exceptions, Indian corpor-
ate investment is characterised
bylowR&D intensity, cautionin
frontier manufacturing, and
concentration in real estate—
linked, regulated, or quasi-mon-
opolistic sectors. This reflects
not merely culture, but govern-
ancestructures (insuch firms)—
family control, succession orien-
tation, weak managerial labour
markets, and underdeveloped
long-horizon capital,” the Sur-
veysaid. FULLREPORTON
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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

Three Stages of National Strategy

Stage

Meaning

Import

Substitution

Replace imports domestically

(basic)

Strategic
Resilience

PARTI

1. Core Argument

e Raises costs
e Protects inefficiency
e Hurts downstream competitiveness

From Import Substitution to Strategic Resilience &
Strategic Indispensability

Swadeshi is inevitable, but indiscriminate
protectionism is counterproductive.

India must not repeat old-style import substitution that:

Secure critical inputs & supply

chains

Strategic

Indispensability

Become unavoidable in global

value chains
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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

[ ]
o
o
(6]
o

“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

[ ]
o
o
o
[ ]
o

o

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.

PARTII

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

[ ]
O

To:
o  Trust-based compliance

o  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

e  State capacity is a human system
Depends on:

Trust

Compliance

Civic responsibility

(6]
(0]

(o]

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 x Institutional quality x
Strategic concentration.
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New Delhi, January 29

NEW headlineinflation
a, with 2024 as the base year
for prices, will seethe weight of
food and beverage items fall
from 45.86% to 36.75%. Accord-
ing to documents published by
the Ministry of Statistics and
Programme Implementation
(MoSPI) on Thursday, the new
series will also see housing be-
comeamore prominentcompo-
nent of the Consumer Price
Index (CPI) basket — a move
which, in conjunction with cer-
tain methodological changes
adopted to measure rent in-
creases more accurately, will
likely resultin higher housingin-
flation and exert upward press-
ure onoverall retail inflation.
The high weight of food in
CPI has been a longstanding
concern of policy-makers and
economists. As food items make
upalmosthalfthe consumption
basket, sharp changes in their
prices can often drive the head-
line inflation rate higher or
lower. Tk as been apparent
over the second half of 2025.
Starting June 2025, food infla-
tion has been below zero — im-
plying that food prices have been
lower each month compared to

2024 AS BASE YEAR FOR CPI

New inflation series: Food’s
weight to fall to 37% from 46%

¢ Foodinflation drives India’s headline inflation

NOTE: INFLATION D

the same month of 2024.
‘This helped dragdown head-
line CPI inflation sharply, with
the October 2025 print coming
inatan all-time low of 0.25%,
with food inflation a
at a record low of (-) 5.02%.
“By considering the new
weights on unchanged index,
we have calculated new CPIwith
oldindicesand foundthatover-
all CPI will increase marginally
by 20-30 bps (basis points).
While in the months when food
inflation is higher, the new CPI
willbe lower by 20-30 bps,” Sou-
mya Kanti Ghosh, SBI's Group
Chief Economic Adviser, said.
Forthe Reserve Bankof India
(RBI), which sets the country's

key interest rate (repo rate), this
high food weight hasbeena pre-
vailing issue as it is based on
household consumption pat-
temnsfrom2011-12, meaningthat
the existing CPI inflation series
isoutdated and does not present
the correct picture of prices in
the economy.

As per the economic theory
developed by German statisti
cianand economist Ernst Enge
in the 19th century, as the in-
come of a household rises, the
proportion it spends on food re-
duces. This has been borne out
in the results of MoSPI's latest
survey. The 2023-24 Household
Consumption Expenditure Sur-
vey (HCES), on which the new

CPI basket has been updated,
saw rural households spend
47.04% of their Monthly Per
Capita Consumption Expendi-
ture(MPCE)on food, down from
52.9% in 2011-12, which is the
basis for the existing CPI infla-
tion series. For urban house-
holds, the share of food fell from
{PCEt039.68%inthe
same period.

Relieffor RBI

The RBI's monetary policy,
which shapes inflation by in-
fluencing demand, is found
wanting when confronted with
supply-side issues that either
raise or lower food prices--anin-
crease or decrease in interest
rates cannot, in the short run,
lead toarise or fall in the supply
of food items such as vegetables
or cereals, and lower or raise
their prices. In the past, there
have been occasions when the
RBI has not been able to cut in-
terest rates because high food in-
flation has kept overall inflation
elevated. It was in this context
thattwo yearsago, the Economic
Survey for 21 4 had said it

v orthexploringif India’sin-
flation targeting framework
should targetinflation excluding
food items. However, theRBlar-
gued against the suggestion,

withthen GovernorShaktikanta
Das saying in August 2024 that
whilethe Central bank may look
through temporarily high food
inflation, it cannot afford to do
so inan environment when it is
persistently elevated.

The law requires the RBI to
target a CPI inflation rate of 4%
ina band of 2-6%. This flexible
inflation targeting framework,
orFIT, iscurrently under review,
with the target for the five years
starting April expected tobe an-
nounced by March. Economists
widely expect the FIT frame-
worktoberetained inits present
form.

New CPIbasket

The publication of the broad
categoryweights of the new CPI
basket comes ahead of the re-
lease of the first inflation
numberunderthe newserieson
February12, whendatafor Janu-
arywill be released. Before that,
theexactweightsofeachitemin
the CPI basket will be made
available. Accordingto the re-
portofthe expert groupon Com-
prehensive Updation of Con-
sumer Price Index released on
Thursday, the new CPI basket
will contain 358 items, up from
299 current FULLREPORTON

XPRESS.CO

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.

e Compiled by National Statistical Office

Present Weightage

Component

Weight (%)

Food &
Beverages

45.86

Housing

10.07

(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

e  Explains food-led inflation volatility in India

Clothing &
Footwear

6.53

Fuel & Light

6.84

Miscellaneous

30.80

Total

100
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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.

e Goods only (services excluded)

e Compiled by Office of Economic
Adyviser, Ministry of Commerce &
Industry

e Early indicator of cost-push inflation

e Sensitive to fuel and input cost shocks

e Excludes services — declining
relevance in a services-led economy

Present Weightage
Component Weight (%)
Manufactured 64.23
Products
Primary Articles 22 62
Fuel & Power 13.15

Total

100
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The Congress on Thursday
alleged a “systematic and
coordinated” attempt to
delete the names of eligible
voters across several States
through the misuse of
Form-7 during the ongoing
special intensive revision
(SIR) of electoral rolls. In a
letter to the Election Com-
mission (EC), party general
secretary  (organisation)
K.C. Venugopal said the
complaints pointed to a
centrally driven mechan-
ism that could disenfran-
chise lakhs of voters, par-
ticularly  those  from
backward and marginal-
ised communities.

Mr. Venugopal said par-
ty workers and media re-
ports had flagged instances
where persons “affiliated
to the Bharatiya Janata Par-
ty” were found using pre-
printed Form7 docu-
ments, meant only for
specific, verifiable objec-

K.C. Venugopal

tions, to seek deletion of
names on a mass scale.
The letter notes that
Form-7, published under
Rule 26 of the Registration
of Electors Rules, 1960,
carries a narrow statutory
purpose and requires clear
identity details and docu-
mentary grounds for any
objection. Instead, the
forms being submitted in
bulk were allegedly riddled
with illegible names, inva-
lid phone numbers and EP-
IC details, and did not con-
tain verifiable particulars
of the objector.

“These actions, if re-

Congress says Form 7 being
misused for targeted voter
deletion in several States

mained unchecked and
not taken cognisance of by
the commission, will not
only embolden the BJP in
its efforts to wrongfully
gain electoral advantage
but will also lead to the dis-
enfranchisement of lakhs
of voters, especially those
belonging to the backward,
marginalised communi-
ties, who, as per the media
reports, have been made
the target of these dele-
tions through Form 7s,”
Mr. Venugopal said in the
letter.

According to the Con-
gress, the pattern first
emerged in Rajasthan and
subsequently in Gujarat,
Madhya Pradesh, Chhattis-
garh, Uttar Pradesh, West
Bengal, Assam, and Kerala,
suggesting that the issue
was “neither localised nor
isolated”. In several cases,
he said, individuals listed
as objectors turned out to
be BJP booth-level agents
or denied any knowledge
of having filed objections.

Prelims Pointers

- Form 7 is used to:

Object to an ineligibleﬁperson's name

=

Request deletion of one’s own name
9 d W eTe

: i-)O Q‘@,«est deletion of another’s name

~ Key Points

qud only by a registered voter
I

\
RIP

£,

(When is Form 7 used ?

Death of a registered voter

>

Permanent shifting to another constituency

-' Duplicate / Erroneous entries
=

(f‘"gr‘!' lneligibility (undemge, non-citizen, wrong constituency)
)

Reason for deletion is mandatory

<’

Ensures accuracy & integrity of electoral rolls
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Ql. Consider the following statements regarding
the Economic Survey of India:

1. Itis prepared by the Economics Division of
the Department of Economic Affairs under
the Ministry of Finance.

2.  ltis 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) land2only

b) 2only

c) land3only

d 1,2and3
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) lonly

b) 2only

c) Bothland2

d)  Neither1nor2
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 aregistered 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) 1,2,4and5only
b) 1,3and4only
c) 234and5only
d) 1,23 4and5
Answer: a

<
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