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• Key Terms and Explanations

• Washington Consensus (WC): A set of 10 economic policy prescriptions 
considered the "standard" reform package promoted for crisis-wracked 
developing countries by Washington, D.C.-based institutions (IMF, World Bank, 
and US Treasury).

• Fiscal Discipline: Avoiding large fiscal deficits relative to GDP. Example: A 
government cutting subsidies to reduce its borrowing.

• Structural Adjustment Programmes (SAPs): Loans provided by the IMF and 
World Bank to countries that experienced economic crises, conditional upon 
the adoption of WC policies.

• Industrial Policy/Strategy: Official strategic effort by a state to encourage 
the development and growth of specific sectors of the economy. Example: 
India’s PLI (Production Linked Incentive) scheme.

• Infant Industry Argument: The economic rationale for protecting emerging 
domestic industries against foreign competition until they mature.

• Beijing Consensus: An alternative to the WC, characterized by state-led 
capitalism, authoritarian pragmatism, and a focus on infrastructure and 
stability over immediate political liberalization.

• Strategic Decoupling: The deliberate reduction of economic 
interdependence between nations (e.g., US and China) in sectors deemed 
critical to national security.



• Main Arguments and Substantive Parts

• The Obsolescence of a Universal Template: The core thesis is that the "one-size-fits-all" approach of the 
Washington Consensus has failed. The rigid "liberalize, privatize, deregulate" mantra ignored the unique 
institutional capacities of developing nations.

• The Myth of Market Neutrality: The article argues that the WC was never purely technical but ideological, 
rooted in "Reaganomics." It highlights how institutions like the WTO used rules (TRIPS, TRIMs) to kick away the 
ladder that developed nations themselves used to grow.

• Historical Counter-Evidence: The author points out a glaring irony: no successful industrial power (USA, Japan, 
South Korea) actually followed the WC during their growth phase. They all used heavy state intervention.

• The Rise of Geopolitics over Economics: In the 2020s, economic efficiency (supply chains) has been sacrificed 
for national security (friend-shoring/de-risking). The "Trump tariff tempest" is cited as evidence that even the 
proponents of the WC have abandoned it for protectionism.

• Pragmatic Eclecticism: The world is moving toward a "toolbox" approach. Governments now pick and choose 
policies (e.g., combining fiscal prudence with heavy industrial subsidies) based on national interest rather than 
ideological purity.



• Historical Evolution of the Issue

• Late 1980s (The Genesis): John Williamson coins the term 
(1989) as Latin America struggles with debt. The fall of the Berlin 
Wall reinforces the "End of History" belief in market capitalism.

• 1990s (The Heyday and First Cracks): SAPs are rolled out 
globally. However, the 1997 Asian Financial Crisis exposes the 
dangers of premature capital account liberalization.

• 2000s (Institutional Backlash): Ministerial failures at Seattle 
and Cancún show the Global South’s resistance to WTO mandates. 
Growth in the "BRICS" nations starts offering alternative models.

• 2008 (The Turning Point): The Global Financial Crisis originates 
in the heart of the "Consensus" (the US), shattering the myth of 
self-regulating markets.

• 2016–Present (The Age of Populism): Brexit and the election 
of Donald Trump signal a retreat from hyper-globalization. The 
COVID-19 pandemic and the Ukraine war further cement the 
need for "self-reliance" and state intervention.





• Logical and Philosophical Base

• Neoliberalism vs. Developmentalism: The WC is rooted in Neoclassical 
economics, which assumes markets are perfectly competitive and efficient. 
The counter-argument is based on Developmental State theory, which posits 
that in developing contexts, the state must "create" markets and guide 
investment.

• The Trickle-Down Assumption: The logic was that inequality is a secondary 
concern because growth would eventually lift all boats. Philosophically, this 
prioritizes Aggregate Utility over Distributive Justice.

• Sovereignty vs. Global Governance: The WC assumed that global rules 
should supersede national policy space. The new shift is a reassertion of 
Sovereign Realism—the idea that a state's primary duty is the security and 
prosperity of its own citizens, not the health of the global trading system.



• Multidimensional Analysis

• Social: Rising inequality under the WC led to the erosion of the middle class in many nations, 
fueling "identity politics" and anti-immigrant sentiment.

• Political: Economic nationalism is now a winning electoral strategy. The "middle ground" of 
politics has shifted from market-liberalism to state-protectionism.

• Legal: A crisis in the WTO’s Dispute Settlement Body as nations increasingly invoke "National 
Security" exceptions to bypass trade rules.

• Ethical: Is it ethical for developed nations to deny developing nations the same tools 
(subsidies/protection) they used to prosper? This is the "Ladder-Kicking" ethical dilemma.

• International: A shift from a unipolar economic world (led by the IMF/WB) to a multipolar one 
with new players like the New Development Bank (NDB) and the AIIB.

• Economic: A move from "Just-in-Time" efficiency to "Just-in-Case" resilience.



Linkages with NCERTs

Class 9–10 Economics: “People as Resource”, “Globalisation and the Indian Economy” – concepts of 
liberalisation, MNCs, and outsourcing.

Class 11 Economics (Indian Economic Development):

• “Indian Economy 1950–1990” – planning, public sector, ISI.

• “Economic Reforms Since 1991” – LPG reforms, structural adjustment, role of IMF/World Bank.

Class 12 Economics:

• “Macroeconomics” chapters on fiscal policy, external sector – relevance for deficits, exchange rates, BoP.

• “Open Economy Macroeconomics” – trade flows, capital flows.

Class 11 Political Science (“Political Theory” and “Indian Constitution at Work”): justice, equality, role 
of the state, and globalisation.

Class 12 Political Science (“Contemporary World Politics”): globalisation, WTO, IMF, World Bank, and 
alternative models of development.



• Linkages with UPSC CSE Syllabus

• GS Paper I

• World history: post-World War II economic order, decolonisation, globalisation.

• Indian society: impact of globalisation on inequality, social justice, and regional disparities.

• GS Paper II

• Functions and responsibilities of the Union and the States in economic and social sectors.

• Role of external actors (IMF, World Bank, WTO) in policy-making; impact on sovereignty and 
policy space.

• Comparative politics and international models of development.

• GS Paper III

• Indian economy: liberalisation, reforms, planning vs market, growth and inclusion.

• Inclusive growth, issues arising from it; government budgeting; fiscal policy.

• Infrastructure, investment models, industrial policy, FDI, and trade.

• Environment: sustainable development, climate-related economic policies, green industrial 
strategies.

• Science and Technology: digital economy, AI governance, technology and national security.

• GS Paper IV (Ethics)

• Probity in economic policy-making, conflict of interest, crony capitalism.

• Ethical dimensions of austerity, welfare, and distributive justice.

• Global justice, responsibilities of richer nations in shaping fair rules.



• Way Forward 

• Context-Specific Policy Design

• Encourage countries (including India) to use evidence-based, locally grounded approaches instead of copying external templates.

• Promote wider consultation with stakeholders (states, communities, businesses, civil society) before major economic reforms.

• Balanced Role of State and Market

• Maintain macro-prudence (inflation control, sustainable deficits) but combine it with proactive industrial policy, especially in strategic and green sectors.

• Strengthen independent regulators and competition policy to avoid both over-centralisation and crony capitalism.

• Inclusive and Just Growth

• Prioritise human capital (education, health, nutrition) and comprehensive social protection as non-negotiable pillars of development.

• Use tax and transfer policies to address inequality while preserving incentives for innovation and investment.

• Reformed Global Economic Governance

• Advocate for greater voice of the Global South in IMF, World Bank, and WTO.

• Seek more flexible rules on industrial policy, technology transfer, and climate finance to expand policy space for developing economies.

• Strategic but Responsible Protectionism

• Use tariffs and industrial subsidies judiciously for genuine infant industries and critical technologies, with clear sunset clauses and performance monitoring.

• Avoid beggar-thy-neighbour policies that provoke trade wars and undermine multilateralism.

• Embedding New Frontiers: Digital, Climate, AI

• Develop coherent national strategies on data governance, cyber-security, and AI ethics, aligned with constitutional values and human rights.

• Anchor industrial policy in climate commitments (e.g., green hydrogen, EVs, renewable energy) to align development with ecological limits.



• UPSC CSE Mains – GS III & Essay

• 2014 GS-III: “Critically examine the impact of globalisation on poverty and inequality 
in India.”

• 2016 GS-III: “The nature of economic reforms in India since 1991 has been such that 
they have increased the inequality in India. Comment.”

• 2018 GS-III: “How far has globalisation affected the economic and social structure of 
India?”

• 2019 GS-III: “Do you think that protectionism and economic nationalism is taking 
shape in the world in the name of development? Give reasons.”

• 2020 GS-III: “Discuss the role of WTO in promoting trade in the era of globalisation. 
Has it been able to balance the interests of developed and developing countries?”

• Essay (multiple years): topics on globalisation, development models, role of the state, 
inequality, and democracy.

• UPSC CSE Prelims 

• Questions on IMF, World Bank functions; WTO–TRIPS–TRIMs provisions; balance of 
payments; effects of liberalisation; FDI vs FII; fiscal deficit concepts.





• Key Terms and Explanations

• Weaponized Interdependence: This concept refers to how states, particularly powerful ones, can leverage 
global networks of trade, finance, and information as instruments of power. By controlling key nodes in these 
networks (e.g., the SWIFT financial messaging system, global shipping chokepoints, or semiconductor supply 
chains), a state can impose costs on others.

• Example: The US using its control of the dollar-based financial system to impose sanctions on Russia, 
making it difficult for other countries to trade with Russia without facing secondary sanctions.

• Operational Autonomy: This is the practical freedom a state has to make and implement decisions in its 
national interest, regardless of external pressure. It's not about what a country says (declaratory policy), 
but what it can do. It emphasizes the actual capacity for independent action over rhetorical posturing.

• Strategic Exposure: This describes a state's vulnerability to external shocks or coercion due to its dependence 
on other countries for critical needs. The article identifies key areas of exposure for India: energy (oil imports), 
technology (access to critical software and hardware), capital (foreign investment), supply chains (for 
manufacturing and pharmaceuticals), and security (defense partnerships).

• Signalling: In international relations, signalling refers to the actions or statements a state makes to convey its 
intentions, preferences, or resolve to other actors. The article critiques a focus on "optics"—the signal sent by 
appearing aligned with a particular bloc—over the substance of policy.

• Declaratory Non-alignment: This refers to the historical practice of India staking out a clear, principled, and 
independent position on global issues primarily through statements and votes in international fora. The article 
argues this was easier and less costly when India was less integrated into the global economy.

• Asymmetry Critique: This specific criticism, as defined in the article, argues that India's responses are 
uneven. It suggests India is quicker to react to the consequences of actions by Western powers (e.g., instability in 
the Gulf after US/Israeli strikes) than to the original actions themselves, implying a bias or a hierarchy of concern 
influenced by its strategic partnerships.



• Main Arguments and Substantive Parts

• Core Thesis: The central argument is that Indian foreign policy under the current government should not be judged by the old yardstick of "non-alignment vs. 
alignment." Instead, it is best understood as a pragmatic strategy of managing India's growing "exposures" in a world where economic and technological 
dependencies can be weaponized.

• Key Points and Supporting Evidence:

• Critique of the Critics: The article acknowledges the three main critiques of current policy—dependence (on the US), asymmetry (in responding to 
conflicts), and signalling (adopting a US/Israel frame). It presents these as a valid starting point but argues they are incomplete.

• Managing Exposure, Not Just Alignment: The author uses key policy moves as evidence for the "exposure management" thesis.

• On Chinese Investment: The decision to reconsider restrictions on Chinese-linked investment (Press Note 3) wasn't due to reduced distrust, but 
because the need for capital and technology to fuel domestic manufacturing (an exposure) outweighed the symbolic benefit of keeping investment 
out. This shows policy adjustment based on economic exposure.

• On Russian Oil: India's massive purchase of discounted Russian crude was a direct response to the exposure of its energy-dependent economy to 
price shocks and inflation. When the "costs of that position rose" (i.e., risk of sanctions), India adjusted again. This is portrayed as a state trying to 
navigate a narrow path between affordability and punitive fallout.

• On the Iran-Israel Conflict: India's stronger reaction to the retaliatory strikes by Iran, which threatened Gulf stability and energy flows, is explained by 
its deep "exposure to the Gulf." The region is critical for India's energy security, remittances, and trade. The response was driven by material 
vulnerability, not just political preference.

• Historical Precedents: The article grounds its argument in Indian history. The 1962 war with China exposed the "limits of rhetoric without leverage." The 
1971 treaty with the Soviet Union is cited as a classic example of a state seeking "strategic insurance" when security is at stake, prioritizing survival over 
"rhetorical consistency."

• The New Metric for Autonomy: The author proposes a new way to measure India's freedom of action: not by its declaratory distance from the US, but by its 
ability to maintain operational autonomy. The real question is whether India can retain enough flexibility in energy, technology, and security to avoid being 
trapped by any single power center.

• Conclusion: The article concludes that in a fractured global order, inelegant and pragmatic policy is not a sin. The greater danger is misreading the nature of 
the problem—which is not about ideological purity, but about managing complex vulnerabilities without surrendering agency.



• Historical Evolution of the Issue

• Pre-1947 & Early Independence: The idea of strategic autonomy is rooted in the anti-colonial struggle, which fostered a deep 
distrust of entangling alliances. This led to the philosophy of Non-Alignment, a moral and political stance aimed at preserving 
newly won independence.

• The Cold War Era: Non-alignment was the guiding principle, but it was often tested.

• 1962 Sino-Indian War: Exposed the hollowness of purely rhetorical non-alignment when faced with a direct military 
threat, leading to a pragmatic, though temporary, military dependence on Western powers.

• 1971 Bangladesh Liberation War: The signing of the Indo-Soviet Treaty of Peace, Friendship and Cooperation was a 
masterstroke of strategic insurance. It was a clear demonstration that when core security was at stake, ideology took a 
backseat to pragmatism and the need for hard power support.

• Post-Cold War Era (1990s-2000s): The collapse of the USSR necessitated a major foreign policy reorientation.

• Look East Policy: A shift towards engaging with Southeast Asia, driven by economic imperatives.

• Nuclear Tests (1998) and the US-India Civil Nuclear Deal (2008): This period marked a strategic realignment with the 
US, culminating in a deal that recognized India as a responsible nuclear state. This was a high point of strategic 
convergence with the West.

• The Contemporary Era (2014 onwards): The current phase is defined by a more multipolar and confrontational world.

• Deepening Strategic Partnerships: India has deepened its strategic ties with the US, Japan, Australia (Quad), and Israel, 
focusing on shared concerns, particularly regarding China.

• Multi-Alignment / Issue-Based Alliances: Simultaneously, India has pursued a policy of "multi-alignment," 
participating in groupings like SCO and BRICS with Russia and China, and maintaining robust energy ties with Russia 
despite Western pressure.

• Weaponized Interdependence: The Russia-Ukraine war and the subsequent Western sanctions, along with the US-
China tech war, have fully revealed the concept of "weaponized interdependence," forcing India to actively manage its 
exposures in energy, trade, and technology.





Logical and Philosophical Base

Philosophical Foundation (Realism/Pragmatism): The article's logic is rooted in political realism. It assumes that 
the primary goal of a state is survival and the pursuit of national interest in an anarchic international system. 
Power, not just principles, determines outcomes. This is a departure from the more idealistic strain of 
Nehruvianism, which gave significant weight to moral suasion and global norms.

Core Logic: The central logic is that India's growing integration into the global economy has created new 
vulnerabilities. A wealthier India has more to lose from disruptions. Therefore, foreign policy must be primarily a 
tool for risk mitigation. The logic is defensive and proactive: identify the key areas where India is most exposed 
(energy, technology, capital) and use diplomacy and policy to create buffers, diversify sources, and retain 
freedom of action. It's a logic of managing complexity, not simplifying it through ideological commitment.



• Multidimensional Analysis

• Social: A foreign policy focused on stable energy prices and job-creating investment has direct social implications. It cushions the poor and middle class 
from inflation and supports livelihoods tied to the Gulf (remittances) and manufacturing (investment). This creates a strong social mandate for pragmatism 
over ideological purity.

• Political: Domestically, it provides the government with flexibility to navigate a complex world without being hemmed in by rigid ideology. 
Internationally, it positions India as a "swing state" capable of engaging with all major powers, enhancing its diplomatic heft. However, it also exposes the 
government to criticism from those who demand a more principled stance on issues like democracy and human rights.

• Legal: This policy approach often involves navigating a complex web of international law and domestic regulations. For example, the purchase of 
Russian oil required setting up complex payment mechanisms to avoid violating international sanctions, while the reconsideration of Chinese investment 
involves amending domestic FDI (Foreign Direct Investment) rules (like Press Note 3).

• Ethical: This is the most contentious dimension. The policy prioritizes national interest, which can be seen as ethical in a realist framework. However, it 
can appear amoral when it involves maintaining ties with regimes accused of human rights abuses (e.g., Russia, Myanmar) or when it prioritizes economic 
gain over a strong, value-based stance on global conflicts. The "asymmetry critique" is fundamentally an ethical one.

• International: It shapes India's global image as a pragmatic, strategic actor that is difficult to pigeonhole. It increases India's attractiveness as a partner 
for those seeking to balance against a single power. However, it can also lead to trust deficits, as major powers may see India as unreliable. It reinforces 
India's role as a key player in the Global South, advocating for the interests of developing economies in a fragmented world.

• Economic: The policy is fundamentally economic in its logic. It aims to secure affordable energy, attract diverse sources of capital, integrate into global 
supply chains, and protect domestic growth from external shocks. The success of the policy is ultimately measured by economic outcomes: growth, 
inflation, and employment.



Linkages with NCERTs

Class 12 Political Science (Contemporary World Politics):

• Chapter 1 (The Cold War Era): Provides the foundational understanding of Non-
Alignment, its origins, and its meaning during the bipolar world. Essential for 
contrasting with the modern concept of "exposure management."

• Chapter 2 (The End of Bipolarity): Explains the shock of the USSR's collapse and 
the consequent need for India to reorient its foreign policy, setting the stage for 
the post-Cold War pragmatism.

• Chapter 4 (India's External Relations): Directly relevant. It covers the principles of 
India's foreign policy, the history of relations with neighbors (China, Pakistan), and 
the domestic debates around these policies. The 1962 war and the 1971 treaty are 
discussed here.

• Chapter 9 (Globalisation): Helps in understanding the concept of 
"interdependence" and how economic integration creates both opportunities and 
vulnerabilities.



Linkages with UPSC CSE Syllabus

GS Paper II (Governance, Constitution, Polity, Social Justice and International Relations):

• India and its Neighborhood- Relations.

• Bilateral, Regional and Global Groupings and Agreements involving India and/or affecting India's interests. (e.g., Quad, 
BRICS, SCO, I2U2).

• Effect of Policies and Politics of Developed and Developing Countries on India's interests.

• Indian Diaspora. (Its role in the Gulf is a key example in the article).

• Important International Institutions, Agencies and Fora - their Structure and Mandate. (Relevance of UNSC, IMF/World 
Bank in shaping global rules).

GS Paper III (Technology, Economic Development, Bio-diversity, Environment, Security and 
Disaster Management):

• Indian Economy and issues relating to Planning, Mobilization of Resources, Growth, Development and 
Employment. (Link to foreign investment and its role in manufacturing).

• Effects of Liberalization on the Economy.

• Challenges to Internal Security through Communication Networks, Role of Media and Social Networking Sites. (Connects 
to the "signalling" and information warfare aspect of foreign policy).

• Role of External State and Non-state Actors in creating challenges to Internal Security.





UPSC CSE Mains (General Studies Paper II)

•2023: "What is the significance of Indo-US defence deals over Indo-Russian defence deals?" (Tests understanding of shifting strategic 
partnerships and exposure management).

•2022: "‘India’s relations with Israel have, of late, acquired a wider meaning and depth.’ Discuss."

•2021: "How will I2U2 (India, Israel, UAE, USA) grouping be a driver of the economic growth of India?" (Tests understanding of new, issue-based, 
pragmatic groupings).

•2020: "‘India’s look east to act east policy has been a success story in terms of economic diplomacy.’ Analyze."

•2019: "The issue of turbulence in the Gulf region has significant implications for India. Evaluate." (Directly relevant to the Iran-Gulf exposure 
argument in the article).

•2018: "India’s relations with its neighbours have always been a tightrope walk. Analyze India’s neighbourhood policy since independence."

•2017: "What are the main implications of the US withdrawal from the Iran Nuclear Deal for India? How should India respond?" (Directly relevant 
to the Iran exposure example).

•2016: "‘Non-alignment 2.0’ and ‘Strategic autonomy’ are the two terms used in the context of Indian foreign policy. Discuss."

•2015: "The broader aims and objectives of India’s foreign policy have remained largely unchanged over the years. Critically examine."

•2014: "With reference to the comprehensive and long-term strategic partnership between India and Russia, evaluate the areas of convergence 
and divergence between the two."







Main Arguments and Substantive Parts

Core Thesis: India's official GDP growth has been significantly overstated, by about 1.5-2 percentage points on average, between 2011-12 and 2023-24. This statistical 
misreading has painted an inaccurately rosy picture of a "steady, rapid growth" trajectory, masking a significant slowdown.

Key Points and Supporting Evidence:

• Breakdown of Macroeconomic Relationships: Historically, GDP growth correlated strongly with indicators like credit growth, tax revenue, electricity 
consumption, and industrial production. This relationship fractured after the 2015 GDP methodology revision, suggesting that the new GDP numbers were out 
of sync with ground-level realities.

• Two Primary Methodological Flaws:

• Inappropriate Data Sources: The new methodology used data from the formal corporate sector to proxy for the performance of the vast informal sector. This
was particularly problematic after 2015 when the informal sector was disproportionately hit by the twin shocks of demonetisation and the introduction of the 
Goods and Services Tax (GST). This led to an overestimation of informal sector output.

• Inappropriate Deflators: The use of the Wholesale Price Index (WPI) to deflate nominal output in the services sector. When global oil prices crashed, the WPI 
fell sharply. Using this falling index to deflate services artificially lowered the inflation rate, thereby inflating the real growth rate of the services sector.

• Consequences of Misestimation:

• Policy Paralysis and Complacency: The strong growth numbers suggested that the existing policy framework was working exceptionally well, reducing the 
perceived urgency for major structural reforms between 2014-15 and 2019-20. If the data suggests the economy is growing at 7-8%, why risk political capital 
on difficult reforms?

• Creation of "Puzzles": The strong GDP figures created several economic puzzles that required convoluted explanations: Why was private investment weak if 
growth was strong? Why was wage growth tepid? Why was there pressure on the rupee? The authors argue for a simpler explanation: growth was not as 
strong as it appeared.

• Revision of Historical Narrative: The 2015 methodology not only overstated recent growth but also understated growth for the period between 2004-05 and 
2011-12. This effectively erased from history the "India Shining" boom period of the mid-2000s and the sharp slowdown that followed the Global Financial Crisis, 
replacing it with a narrative of unbroken, stable high growth.



• Historical Evolution of the Issue

• Pre-1990s: National income estimation relied on a combination of production and income methods, often with significant time lags. The 
informal sector was largely estimated through decennial surveys.

• 1999-2000 Base Year (2006 Revision): A shift towards more comprehensive data sources, including the Annual Survey of Industries (ASI) and 
National Sample Survey (NSS) data. The challenge of capturing the rapidly growing services sector began to emerge.

• 2004-05 Base Year (2010 Revision): Attempts were made to improve corporate sector data using MCA-21 database. The limitations of using 
WPI for services deflation started becoming a subject of academic debate.

• 2011-12 Base Year (2015 Revision): This was the major "radical" revision discussed in the article.

• Change: It involved a major overhaul of methodology, including new data sources and a change in the way MCA-21 data was used.

• Problem: As the article points out, this revision introduced the significant flaw of extrapolating informal sector performance from 
formal sector data, a problem exacerbated by the unique economic shocks that followed.

• 2023-24 Base Year (Recent Revision): The government's latest effort, acknowledged by the authors as commendable, aims to update weights 
and address some methodological shortcomings identified over the years. The true test will be the quality and plausibility of the backcasted
historical data.





Logical and Philosophical Base

Logic of Data-Based Policy: The entire argument rests on the foundational logic that sound 
policy requires accurate diagnosis. If the data is wrong, the policy prescription will be wrong. 
The article argues that India suffered from a "statistical illusion" of high growth.

Positivist vs. Constructed Reality: The article implicitly contrasts a positivist view of 
economics—where data should reflect an objective reality (ground-level economic 
activity)—with a situation where the statistical methodology has constructed a different 
reality (a narrative of steady high growth).

Principle of Parsimony (Occam's Razor): The authors use this philosophical principle to 
argue that the simpler explanation for various economic puzzles (weak investment, tepid 
wages) is slower growth, rather than a complex set of unique, unrelated causes for each 
puzzle.



Multidimensional Analysis

•Social Dimension:

• The misestimation obscures the real struggles of the common person, particularly those in the informal sector who bore the brunt of shocks like 
demonetisation. If the data shows high growth but people don't feel it, it widens the gap between public perception and official narrative, fueling social 
discontent.

• It masks the true state of employment and wage growth, which are critical for human development indicators.

•Political Dimension:

• The issue becomes highly politicized. The ruling party can use high GDP figures to showcase economic success, while the opposition can use critiques of the 
data to attack the government's credibility.

• The article's argument about "policy complacency" is deeply political, suggesting that strong data might have allowed the government to delay tough but 
necessary reforms, impacting long-term governance.

•Legal Dimension:

• The Collection of Statistics Act, 2008, provides the legal framework for data collection. The challenge lies in the effective implementation of this act, 
especially in compelling timely and accurate data from a vast and diverse set of economic actors.

• There is no legal provision for penalizing methodological errors, only for non-compliance in data submission.

•Ethical Dimension:

• The foremost ethical issue is one of transparency and integrity. Statistical agencies have an ethical duty to produce the most accurate picture of the 
economy possible. Using flawed methodologies, even inadvertently, can mislead the public and policymakers.

• It raises questions about the "right to know" of citizens regarding the true state of their economy.



Linkages with 
NCERTs

Chapter 2: Collection of Data: Directly linked to the core issue of what data sources 
(primary vs. secondary) are used and the challenges of collecting data from a large, 
diverse economy, especially the informal sector.

Chapter 8: Index Numbers: Essential for understanding deflators (CPI, WPI) and the 
concept of base year. The chapter explains how index numbers are constructed and 
their limitations, which is the crux of the deflator problem.

Class 11 Economics 
(Statistics for 
Economics):

Chapter 2: National Income Accounting: This is the most crucial link. It covers the 
concepts of GDP, GVA, Nominal vs. Real GDP, and the methods of calculating national 
income. The entire debate is a real-world case study of the complexities and pitfalls 
in national income accounting.

Class 12 Economics 
(Introductory 

Macroeconomics):



Linkages with UPSC CSE Syllabus

• Issues relating to Growth and Development: The core theme.

• Measurement of Growth: Directly addresses the technical aspects of GDP estimation.

• Inclusive Growth: The misestimation hides the distress of the informal sector, a key component of 
inclusive growth.

• Government Budgeting: Links to how faulty data affects fiscal policy.

• Investment Models: Explains puzzles related to private investment.

GS Paper 3 (Indian Economy):

• Government policies and interventions: The article is a critique of the informational basis of policy.

• Statutory, regulatory and various quasi-judicial bodies: The role and credibility of MoSPI as an institution.

GS Paper 2 (Governance):

• Data, AI, and the Economy: The challenge of big data and its use in official statistics is a modern aspect of 
this issue.

GS Paper 3 (Science & Technology):



• Way Forward

• Strengthen the Informal Sector Database: Invest significantly in more frequent 
and robust enterprise surveys focused specifically on the unorganized sector. 
Leverage technology and local resources for better enumeration.

• Adopt and Expand Double Deflation: The new methodology must fully and 
credibly implement double deflation, especially for the manufacturing and services 
sectors, using appropriate input and output price indices.

• Develop a Comprehensive Services Price Index: Urgently work on creating a 
robust and representative price index for the services sector to replace the 
inappropriate use of WPI.

• Institutional Independence and Transparency: Ensure and publicly demonstrate 
the functional independence of MoSPI from political and bureaucratic interference. 
Publish detailed methodologies, source data, and the assumptions behind 
backcasting exercises for public and academic scrutiny.

• Integrate Multiple Data Sources: Move towards a data ecosystem that cross-
verifies GDP estimates with a wider range of high-frequency and alternative 
indicators (e.g., satellite data on night-time lights, GST e-way bills, digital payment 
volumes) to create a more holistic and real-time picture.

• Communicate Clearly: The government and MoSPI must proactively 
communicate the limitations and revisions of data to the public and policymakers, 
managing expectations and fostering an informed debate.



UPSC CSE Prelims:

2023: With reference to the Indian economy, consider the following statements: (Questions on GDP calculation, Base Year, etc.)

2020: Consider the following statements: The value of Indian exports is continuously increasing. (Indirectly linked to data trends)

2015: The terms 'Base Year', 'Deflator' are directly tested in the context of National Income.

UPSC CSE Mains:

2023: Faster economic growth requires increased rate of investment and improved efficiency of factor use. Comment.

2022: Do you agree that the Indian economy has recently experienced a 'K-shaped' recovery? Support your answer with relevant justifications. (Directly linked to data 
interpretation and ground realities)

2021: Explain the difference between GDP and GNP. Discuss the limitations of GDP as a measure of economic welfare.

2020: “Growth in the economy has not translated into a corresponding increase in employment.” Discuss.

2019: It is argued that the strategy of inclusive growth is intended to meet the objectives of inclusiveness and sustainability together. Comment on this statement. 
(Requires understanding if measured growth is truly inclusive)

2019: Despite consistent high growth, the creation of new jobs has been a persistent challenge. Account for the reasons.

2015: What are the main drawbacks of GDP as a measure of economic growth and development? In this context, discuss the relevance of the Human Development 
Index.





• Key terms and explanations

• Non-fossil power capacity

• Installed electricity capacity from non-fossil sources: solar, wind, hydro, 
nuclear, and other renewables.

• India has recently crossed about 50% non-fossil share in total installed 
capacity of around 485–500 GW, achieving a key COP26 target ahead of 2030.

• Production-Linked Incentive (PLI)

• A scheme that offers financial incentives to firms based on incremental 
production in India.

• Used to encourage domestic manufacturing in electronics, solar modules, 
batteries, etc., thereby reducing import dependence, especially on China.

• IMEC (India–Middle East–Europe Economic Corridor)

• A proposed multi-modal corridor announced at G20-2023, linking India–
UAE–Saudi Arabia–Jordan–Israel–Europe through sea-rail-digital-energy 
networks.

• Intended to provide a faster and more secure route to Europe and 
counterbalance China’s Belt and Road Initiative.

• Force majeure in energy contracts

• A clause allowing parties to suspend obligations due to extraordinary 
events (war, sanctions, blockades).

• West Asia conflict recently led suppliers to invoke force majeure on part of 
India’s LNG imports.



Main arguments and substantive parts

Core thesis

India must drastically reduce over-dependence on a few regions (West Asia, China, North America) and foreign tech platforms in energy, trade, and digital domains.

Short-term shocks like LPG shortages reveal deeper structural vulnerabilities that can threaten economic stability and political legitimacy.

Key strands of the argument

Excessive dependence on West Asian hydrocarbons

• India’s LPG import dependence has risen with rapid household coverage; most imports are concentrated in West Asia and routed via Hormuz.

• Households now spend a significant share of budgets on LPG and conveyance, creating “double exposure” to oil shocks.

• Current crisis shows that even when overall crude supply is adequate, a chokepoint-centric supply chain can cause local shortages and political backlash.

Need for domestic fossil-fuel production alongside renewables

• While non-fossil capacity has crossed 50% of installed power, liquid fuels and gas will remain crucial for at least two decades.

• Climate ambition should not translate into complacency about domestic exploration (onshore, offshore, shale, CBM).

• The slogan “drill, baby, drill” is used provocatively to underline the need for more exploration and investment in domestic basins, including frontier areas like Andaman 
offshore.

Geopolitical risk of Hormuz and fragility of IMEC-type routes

• Both Gulf Arab monarchies and Iran sit on either side of Hormuz; conflicts, militia attacks, or sanctions can weaponise this chokepoint.

• The proposed IMEC corridor passes through politically sensitive states (Israel, Jordan, Saudi Arabia) and may remain uncertain if Iran–Israel rivalry persists.

• India therefore must look for alternative sources (e.g., US, Africa, Russia) and encourage Gulf suppliers to create export facilities bypassing Hormuz.

Broader over-dependence beyond energy

• Heavy reliance on Chinese imports for critical minerals, electronics, and components creates economic and strategic risk.

• IT services exports are overly focused on North America; firms should diversify markets and build more products/platforms.

• Over-reliance on US Big Tech platforms (Google, Microsoft, Meta, X, etc.) threatens digital sovereignty and data security.

Self-reliance has costs but is necessary

• Building domestic capacity, redundancies, and alternative suppliers will increase costs and reduce margins.

• However, this is viewed as the price of long-term strategic autonomy and resilience.



• Historical evolution of the issue

• Pre-independence to early decades

• British India’s energy policy was shaped by imperial needs, with initial focus on coal and some oil exploration (Assam, Digboi).

• Post-independence, India created ONGC (1956) and IOC to reduce dependence but still faced import reliance for crude.

• 1970s oil shocks and diversification

• The 1973 and 1979 oil shocks exposed India’s vulnerability, leading to pricing reforms, conservation drives, and attempts at supply diversification.

• Strategic relations with the USSR and later Gulf states were partly driven by energy security considerations.

• Liberalisation era (1991 onwards)

• Economic reforms increased energy demand; private and foreign participation entered exploration and refining.

• LPG consumption expanded, but initially urban-centric, with limited rural penetration.

• 2000s–2010s: Targeted energy programmes

• Introduction of PAHAL, Direct Benefit Transfer, and market-linked pricing; expansion of city gas distribution networks.

• Pradhan Mantri Ujjwala Yojana (2016) dramatically expanded LPG connections to poor households, raising total consumption and import dependence.

• Strategic petroleum reserves were created at Visakhapatnam, Mangaluru, and Padur, but no parallel system for LPG.

• Climate commitments and renewable push

• From 2015 Paris Agreement onwards, India announced ambitious renewable targets; at COP26, pledged 50% installed capacity from non-fossil sources by 
2030, achieved early by 2025.

• Simultaneously, domestic crude and gas production stagnated or declined, increasing import dependence.

• Recent developments

• Russia–Ukraine war reconfigured global oil and gas flows, with India importing more discounted Russian crude.​

• Ongoing West Asia tensions and attack threats in Hormuz/Red Sea have disrupted LNG/LPG flows and raised insurance and freight costs.

• IMEC announced (2023) but its implementation faces uncertainty amid regional conflicts.

• Globally, concerns about data localisation and digital sovereignty have grown, influencing India’s own data protection law and debates on indigenous 
platforms.





• Logical and philosophical base

• Risk-management logic

• Over-concentration of supply in a few regions or firms increases systemic risk; 
diversification and redundancy, though costly, enhance resilience.

• This is akin to portfolio diversification in finance: slightly lower returns in 
exchange for lower risk of catastrophic loss.

• Realist view of international relations

• Assumes states pursue power and may weaponise interdependence 
(sanctions, blockades, cyberattacks).

• Therefore, India should not assume benign intentions of suppliers or platform 
providers and must retain autonomy.

• Pragmatic developmentalism

• Growth and poverty reduction require reliable energy and technology access; 
moral commitments to climate or open markets must be balanced with 
domestic development needs.

• Hence the insistence on continued fossil fuel use alongside clean energy.

• Philosophy of autonomy vs efficiency

• The argument privileges autonomy, stability, and security over short-term 
efficiency and cost minimisation.

• It echoes Gandhian-style self-reliance but adapted to a complex, globalised
digital-industrial economy.

• Ethical responsibility of the state

• The state has a duty to shield citizens from avoidable hardship (like cooking 
gas scarcity) and ensure sovereignty over critical data and infrastructure.

• This entails proactive planning rather than reactive crisis management.





• Multidimensional analysis

• Social dimension

• LPG access has improved women’s health and dignity; disruptions hit poor households hardest and can erode trust in the state.

• Energy price rises disproportionately impact lower-income groups; targeted subsidies and safety nets are essential.

• Digital sovereignty also has a social inclusion angle: accessible, multilingual, affordable indigenous platforms can narrow digital divides.

• Political dimension

• Fuel prices and shortages are politically explosive and can influence elections, making energy policy highly sensitive.

• Self-reliance projects can generate nationalist legitimacy but may also trigger centre-state tussles over resource control and environmental 
clearances.

• Digital platforms shape political discourse; foreign control raises concerns about information manipulation.

• Legal dimension

• Environmental impact assessment norms, coastal regulation zones, and forest laws affect new energy projects.

• Data protection, intermediary liability, and competition laws frame how domestic vs foreign digital firms operate.

• Trade agreements and WTO rules constrain extreme localisation or discriminatory policies.

• Ethical dimension

• Inter-generational justice: today’s desire for cheap energy vs future generations’ right to a stable climate.

• In digital domain, balancing privacy, free speech, and national security while designing sovereign platforms.

• Fair distribution of energy transition costs across regions, classes, and genders.

• International dimension

• Energy diversification intersects with India’s “multi-alignment” (ties with Gulf, US, Russia, Africa).

• IMEC, Chabahar, INSTC and similar corridors are also tools of geopolitical balancing against China’s BRI.

• Digital sovereignty debates tie into global conversations on data colonialism, platform power, and AI governance.



• Linkages with NCERTs

• Class 9–10 Geography (Contemporary India): Chapters on minerals and 
energy resources, manufacturing industries; maps of oilfields, refineries, 
and transport routes.

• Class 11 Geography (India: Physical Environment & Economic 
Geography): Units on drainage, coasts, and transport; economic chapters 
on energy, international trade, and regional development.

• Class 12 Geography (India: People and Economy): Chapters on 
transport and communication, international trade, planning and 
sustainable development.

• Class 11 Political Science (Indian Constitution at Work): Federalism, 
Parliament, and role of the state in economic planning and regulation.

• Class 12 Political Science (Contemporary World Politics): Globalisation, 
security in the contemporary world, international organisations—helps 
situate chokepoints, energy politics, and digital power.

• Class 11 Economics (Indian Economic Development): Infrastructure, 
environment, and sustainable development, LPG/energy reforms as 
examples of policy change.

• Class 12 Economics (Macroeconomics): Balance of payments, inflation, 
fiscal policy—use energy price shocks as case studies.



• Linkages with UPSC CSE syllabus

• GS Paper I

• Distribution of key natural resources across the world and India, including hydrocarbons and rare earths.

• Geographical features and their impact on economic activity (Strait of Hormuz, sea routes).

• World history/modern world events: evolution of trade routes, colonial exploitation linked with resource and route control.

• GS Paper II

• India and its neighbourhood relations; India–West Asia, India–China, India–US relations.

• Effect of policies and politics of developed and developing countries on India’s interests (sanctions, conflicts, Big Tech regulations).

• Role of non-state actors and technology in international relations (platform companies, cyber security, data flows).

• Governance, transparency, accountability in regulation of digital platforms.

• GS Paper III

• Energy security, infrastructure, growth, and development.

• Science and technology, IT, computers, electronics, space—especially digital economy, AI, and data protection.

• Conservation, environmental pollution and degradation; climate change and commitments.

• Inclusive growth and issues arising from it (LPG access, subsidy reforms).

• Security challenges and their management in border areas and in maritime domain; linkages between development and extremism 
(chokepoints, piracy, terrorism affecting sea lanes).

• GS Paper IV (Ethics)

• Ethics in public administration: responsibility to ensure basic services.

• Environmental ethics, inter-generational justice, climate responsibility vs development needs.

• Ethical issues in technology and digital platforms: privacy, surveillance, misinformation.



Way forward

Balanced energy mix and phased transition

• Continue aggressive non-fossil expansion while reviving domestic exploration with strict 
environmental norms.

• Prioritise gas infrastructure and storage (including strategic LPG reserves) and promote clean 
alternatives like ethanol-based or electric cooking where feasible.

Diversification of suppliers and routes

• Deepen energy ties with Russia, US, Africa, Latin America, and Southeast Asia, while maintaining 
relationships with Gulf states.

• Support alternate routes and infrastructure (e.g., pipelines/terminals outside Hormuz, 
connectivity via Africa, Central Asia, INSTC).

Demand-side management and efficiency

• Encourage energy-efficient appliances, induction cooking where grid reliability allows, and public 
transport to reduce oil demand.

• Use targeted subsidies and smart metering to protect the poor while discouraging waste.

Strengthening domestic manufacturing and critical mineral security

• Deepen PLI and cluster-based policies for electronics, batteries, solar modules, and 
semiconductor manufacturing with an eye on reducing Chinese dependence.

• Secure critical minerals through domestic exploration and international partnerships (Australia, 
Africa, Latin America).

Building sovereign digital ecosystems

• Encourage interoperable, open-source based national email, messaging, payment, and cloud 
platforms under strong independent regulation.

• Enforce robust data protection, competition law, and algorithmic transparency while keeping 
space for innovation and global collaboration.

Institutional and governance reforms

• Streamline clearances through single-window systems, stable taxation, and predictable 
regulation to attract investment in energy and tech.

• Strengthen parliamentary oversight and independent regulators in energy and digital sectors to 
maintain accountability.



• UPSC Prelims 

• 2011: Questions on the location and significance of the Strait of Hormuz and other chokepoints.

• 2017: Question on India’s energy basket and renewable energy targets.

• 2018: Questions on Ujjwala Yojana and LPG coverage.

• 2020: Questions on data protection and personal data, and on rare earth elements.

• 2021–23: Multiple questions on Paris Agreement, COP summits, and India’s climate 
commitments.

• UPSC Mains – GS II and GS III

• GS-II 2017: “Discuss the importance of energy security in India’s relations with West Asian 
countries.”

• GS-III 2013: “Discuss the impact of rising oil prices on the Indian economy and measures to 
reduce vulnerability.”

• GS-III 2016: “Examine the challenges of increasing use of LPG and PNG in Indian households and 
possible solutions.”

• GS-III 2017: “What are the main constraints in India’s infrastructure development? How can 
they be removed?” (Use energy and port infrastructure as examples.)

• GS-III 2018: “India’s renewable energy programme is ambitious but faces many challenges. 
Discuss.”

• GS-III 2019: Question on the role of data as a new resource and need for data protection.

• GS-III 2020: “Account for India’s dependence on crude oil and discuss measures to ensure 
energy security.”

• GS-II / GS-III 2022–23: Questions on India’s Indo-Pacific strategy, Blue Economy, and digital 
economy/data protection.




