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India’s GDP debate: Right questions,
wrong num

OW ACCURATELY does In-

dia’s GDP capture what is

happeninginthe economy?It

is a question serious econ-

omists have been wrestling
with forsome years. The February 27 revision
tothe national accounts methodology — de
veloped through what even the authors of a
recent paper on the issue describe as “com-
mendable consultations” — is the most sub:
stantive effort to improve GDP estimation,
addressing deflator choices, the treatment
ofthe informal sector, and the use of admin
istrative data. Into this conversation steps a
working paper by Abhishek Anand, Josh Fel-
man, and Arvind Subramanian, published
by the Peterson Institute in March 2026,
claiming to provide “new evidence” of sys-
tematic misestimation.

The paper’s two core methodological
complaints —that India used WPI-based de-
flators tracking commaodity and oil prices
rather than prices of actual production, and
that it used formal-sector corporate data as
aproxy for informal-sector activity — are not
new. They have been in the academic litera-
ture since at least 2016, including in Subra
manian’s own earlier work. These choices
were driven by structural data limitations
rather than analytical oversight. In the ab-
sence of regular annual data on informal
sector output and a comprehensive Pro-
ducer Price Index, the use of WPI-based
deflators and formal-sector corporate data
was pragmatic and arguably the most viable
option available

The paper's assertion that the WPl is an
inappropriate deflator and the CPI a better
alternative is also misplaced. India’s WPl is
conceptually close toa Producer Price Index,
which is what international recommenda
tions prescribe. The CPI reflects price move
ments relevant to private consumption;
goods and services such as steel, cement,
minerals, chemicals, I'T services, trade, and
professional services are produced primarily
forindustrialuse and rarely appear in the CPl

basket. Real estimates formany services also
derive from a much broader set of volume
indicators than the paper considers.

With annual data from the unincorpor
ated sector survey and labour force surveys
now available, the base-year revision to 2022-
23addressed several of these issues. The
ruary 2026 methodology revision — de
scribed by the authors as resulting from
commendable consultations — was in any
case announced before this paperappeared.

The informal sector corrections are shak-
fer still. The paper uses unincorporated en
terprise survey data covering only half the
informal economy construction Is ex-
cluded — and applies the performance of
surveyed sectorstothe entire informal econ-
omy to construct its “lower bound” esti-
mates. That phrase, lower bound, isdoing a
lot of work. The survey data also exclude
housing services, which account for a sub-
stantial share of informal-sector GVA in the
national accounts. Using raw survey figures
without .lL\“lHllIH)‘,XUY”H\l)lnl\.\l(‘l\ struc
turally understates informal-sector perform
ance and overstates the formal-informal di
vergence that sits at the heart of the
mismeasurement argument.

Moreover, the paper’s use of inter-survey

rowth ratestoinfer divergence fromofficial
GVA growth overlooks the fact that India’s
National Accounts rely solely on
GVA per worker from the unincor
porated sector survey. There isalso
a circularity problem: The paper
uses corporate sales data as its pri-
mary benchmark to demonstrate

)P mismeasurement, which a

sumes corporate sales are the cor-
rect benchmark — precisely what
Is at issue. Worse, corporate sales

If the true overestimation
were really 22 per cent of GDP,
the official re
look nothing like it does. That
gapis notadetail tobe
ained away

ision would

R SASHUMAR

measure turnover rather than value added
Changes in input cost structures and produc-
tivity can drive large wedges between sales
growth and GVA growth that have nothing
to do with measurement error.

The authors also argue that using MCA
data may lead to overestimation. But the
MCA database provides comprehensive
coverage based on actual reported data,
not survey-derived estimates like the ASI;
corrections relying solely on ASI data for
organised manufacturing are therefore
unacceptable. More fundamentally, the
paper never confronts the fact that India’s
economy changed substantially after 2015:
Rapid expansion of the digital economy
strong growth in financial services and in-
surance, the emergence of India as amajor
hub for Global Capability Centres, and de-
liberate policy-driven formalisation. These
are precisely the activities that do not show
up in energy consumption, trade volumes,
or bank credit data — the very indicators
the paper treats as reliable proxies for
aggregate output

Some weakeningof correlation with the
selected variables is therefore not unex-
pected, given the significant changes in in
dicator relevance over time. The use of di
rect tax growth ignores major tax policy
rationalisation, most notably the corporate
tax rate reduction introduced in
2019. The Index of Industrial Pro-
duction does not adequately cap-
ture structural changes in Indis
manufacturing sector since 2011-

growing role of alternative financ-
ing sources in \Upl\\"lllL‘_ invest
ment and consumption.

But the most damaging issue is

one the paper never addresses. Subra

manian, as India’s Chief Economic Adviser,
was the principal author of the Economic
Surveyof India 2017-18. Chapter 2 of that Sur-
vey, using early GST data, found that purely
informal firms — outside both GST and so-
cial security coverage — accounted foronly
about 7 per cent of total economic turnover,
eventhough they represented 87 per cent of
firms by number. Firms within the GST net
accounted for nearly 80 per cent of total turm:

over. The Survey documented rapid, self-re-
inforcing formalisation, as small firms reg-
istered voluntarily toaccess input tax credits
from larger buyers,

The 2026 paper’s mismeasurement ar-
gument rests on the claim that the infor
mal sector accounts for roughly 44 per cent
of GVA and that formal and informal sec-
tors diverged so sharply after 2015 that
using formal data as a proxy led to sus-
tained overestimation. Both claims are
substantially weakened by what the 2017-
18 Survey found. If 80 per cent of turnover
was already in the formal economy by late
2017, and formalisation was accelerating,
the informal sector’s weight would have
shrunk further still in the years that fol
lowed. The 2026 paper makes no attempt
to reconcile its baseline assumption with
the evidence its own author produced. The
omission is not peripheral: The informal
sector mismeasurement component ac-
counts for between 04 and 0.8 percentage
points of the paper’s estimated annual
overestimation. Weaken it, and the quanti
tative edifice wobbles considerabl

The strongest empirical check on the
paper’s claims is the official February 2026
revision itself. The authorsdescribe the con-
sultation process behind it ascommendable.
The revision, produced by statisticians work:
ing with full access to administrative data
and without the methodological shortcuts
the paperemploys, produced asubstantially
more modest adjustment than the paper’s
estimates imply. If the true overestimation
were really 22 per cent of GDP, the official
revision would look nothing like it does. That
gap betweenthe paper’s claims and the offi-
cial outcome is not a detail to be explained
away. Knowing where to stop is part of the
discipline of empirical work. This paper does
not stop at the right place.

pgeswaran and Garg are the Chief Economic
Adviser to ernment of india and Secretar
MoSP, respectively. V




* Key Terms and Explanations

* Gross Domestic Product (GDP): This is the total monetary value of all final goods and services produced
within a country's geographic borders over a specific period, usually a year. Think of it as the ultimate
scorecard for a nation's economic size.

* Gross Value Added (GVA): GVA measures the value of output minus the value of intermediate
consumption. While GDP looks at the economy from the consumers' side (demand), GVA looks at it from the
producers' side (supply). GDP is essentially GVA plus net taxes on products.

* Deflator: Because inflation artificially inflates the value of goods, economists use a deflator to strip out
price effects. It converts Nominal GDP (current prices) into Real GDP (constant prices), giving a true picture
of actual volume growth.

*  Wholesale Price Index (WPI): This index tracks changes in the price of goods sold and traded in bulk by
wholesale businesses to other businesses. It heavily weights manufactured goods and primary articles.

* Consumer Price Index (CPI): This measures changes in the price level of a weighted average market
basket of consumer goods and services purchased by households. It reflects retail inflation.

* Producer Price Index (PPI): An internationally favored metric that measures the average changes in
prices received by domestic producers for their output. India currently relies on WPI as a proxy for PPI.

* Informal Sector: The part of an economy that is neither taxed nor monitored by any form of government.
Street vendors, unregistered construction workers, and small unincorporated enterprises fall into this
category.

* Administrative Data: Data collected by government departments for administrative purposes, such as tax
collection (GST returns) or regulatory filings (Ministry of Corporate Affairs registry), which is increasingly
used for statistical estimation.



* Main Arguments and Substantive Parts

* The ongoing discourse regarding the accuracy of national economic estimation revolves
around methodological choices and the structural reality of the modern economy.

* The Deflator Debate A central point of contention is the use of WPI to deflate economic
output. Critics often argue that relying on WPI—which heavily tracks commodity and oil
prices—rather than actual production prices can distort reality. However, the conceptual
counterargument is that WPI acts as the closest available proxy to a Producer Price Index
(PPI). Using CPI, which tracks private retail consumption, would be conceptually
inappropriate for measuring the value added by producers, especially in industrial sectors.

* Capturing the Informal Sector Estimating the unorganized sector is notoriously difficult. A
common critique is that using formal-sector corporate data as a proxy overestimates informal
growth. Yet, relying solely on sporadic unincorporated enterprise surveys presents its own
flaws. Such surveys often exclude massive sectors like construction and housing services.
When raw survey data is used without adjusting for these exclusions, it structurally
understates the informal economy's actual performance.

* The Shift in High-Frequency Indicators Historically, economists used indicators like energy
consumption, bank credit growth, or trade volumes to cross-check overall economic output.
A modern conceptual realization is that economies undergoing structural shifts—such as
rapid digitalization, the rise of financial services, and the boom in Global Capability Centres
(GCCs)—create massive value that does not necessarily consume proportionate electricity or
bank credit. Therefore, a divergence between traditional indicators and overall GVA growth is

natural and expected. /




* Historical Evolution of GDP Measurement in India

* A. Pre-Independence and Early Post-Independence

* Before 1947, systematic national accounts were limited; colonial authorities compiled partial statistics mainly for trade and revenue.

* Post-independence, India set up the Central Statistical Organisation (CSO) which started official GDP estimates (back-cast to 1950-51).
* Early estimates heavily relied on production statistics for agriculture, industry, and simple extrapolation for services.

* B. Planned Economy Era (1950s—1980s)

* Five-Year Plans demanded more detailed sectoral data; national accounts gained importance for plan formulation.

* Base-year revisions became periodic (e.g., 1960-61, 1970-71, 1980-81), incorporating new surveys and updated price structures.

* Large-scale surveys by the National Sample Survey (NSS) started providing information on household consumption, employment, and unorganised
enterprises.

C. Liberalisation and Structural Change (1990s—2000s)
* Economic reforms accelerated structural changes: rise of services, IT, financial sector, and global integration.

* Base year shifted to 1993-94 and then 2004-05, with increasing attention to services and financial sector measurement.

* Globalisation and informalisation introduced new challenges—capturing BPO services, telecom boom, as well as informal manufacturing clusters.
* D. Move to 2011-12 Base and New Methodology

* Around mid-2010s, India adopted 2011-12 as base year and aligned more closely with UN-SNA 2008.

* Key changes included: wider use of MCA corporate database, new treatment of financial services, and revised methods for manufacturing and
services.

* This led to higher estimated growth in some years compared to earlier back-series, triggering intense debate.
* E. Recent Data and Policy Shocks

* Events like the global financial crisis, demonetisation (2016), introduction of GST (2017), and the COVID-19 pandemic further stress-tested the
system.

* Shocks particularly affected cash-intensive and informal sectors, raising concerns that existing extrapolation methods may not capture sudden
structural breaks.

* The debate has increasingly moved beyond academia into media, courts of public opinion, and even international commentary.
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India’s GDP Debate: Decoding Methodology, Accuracy, and Modern Reality

Evolution of Estimation The Accuracy Debate:
(The Methodological Paradigm Shift) Myths vs. Modern Reality
Traditional Indicators & New-Age Growth Indicators
Deflator Controversy & Digital Economy

GDP GVA

(Gress Domestic Product = (Gross Value Added -
Consumer/Demand Side) Producer/Supply Side)

Pre-2015

Revision
(Foctor Cost)

2015 Revision (+ (— ,

(Market Prices) Post-2015, India adopted GDP Critics question using WPl to Modem value is driven by Global
at Market Prices as the defiate GVA; however, WPI serves Capability Centres (GCCs) and
headline metric, aligning with Net Product subsidi as the closest proxy for a Producer = digital services, which don't
international UN-SNA norms. Taxes upsidies Price Index (PPI). corbrgla':e v;tg\n troc{itjonal electricity

or bank cr metrics.

2026/Present Day

- < 3 Term Focus/Definition Key Relationship
(Administrative Date Revolution S
& Base Year Modemization) GDP Consumer/ GVA + Net Product Taxes

Demand Side - Subsidies

Estimation moved from limited sample =
surveys (AsI) to population-scale databoses GVA Producer/ Output - Intermediate
like MCA21 (corporate filings) and GST Supply Side Consumption Capturing the Informal Sector:
networks, Frequent revisions (latest base year While hard to measure, GST
2022: 23) ensure the GDP bosket reflects Real Actual Volume Norninal GDP adjusted data reveals that nearly 80% of
structural shifts like digitalization and GDP Growth by the Deflator economic turnover is now within

financial services. the formal net.




* Logical and Philosophical Base

* Philosophical Foundation of the Counter-Argument (Empiricism vs. A Priori
Reasoning):

* The working paper's argument is built on an a priori logical
framework: /f the informal sector is large and stagnant, and if formal sector
growth is used as a proxy for it, then GDP must be overestimated.

* The article's rebuttal is grounded in empiricism. It counters the paper's
assumptions with actual data—from the GST network (showing high
formalization), from the revised national accounts (showing a modest
adjustment), and from observations of structural economic changes (rise of
digital economy). It argues that the paper's elegant logic fails because its
foundational premises are contradicted by empirical evidence.

* Epistemological Angle (How Do We Know What We Know?):

* This debate is fundamentally about the epistemology of economic
measurement. How can we "know" the true size of an economy? The
paper places faith in a set of indirect proxies (energy, credit) as more "real"
or reliable indicators of economic activity.

* The article champions a pluralistic and evolving approach. It argues that
"knowing" the economy requires using multiple, improving data sources
(direct tax data, GST data, corporate filings, specialized surveys) and
constantly updating our statistical frameworks to match the changing
structure of the economy. It suggests that the paper's proxies have become
less valid because our methods of "knowing" have improved and the thing
being measured (the economy) has transformed.



Multidimensional Analysis

Social Dimension

Mis-measurement of GDP can mask unemployment, underemployment, and income stagnation, especially among vulnerable groups.
Under-counting informal work may lead to inadequate social security and welfare provisioning.

Perception of “high growth” amidst visible distress can erode social trust.

Political Dimension

Growth figures are politically sensitive; parties use them to claim success or failure.

Charges of “data fudging” can undermine legitimacy of the government and the statistical system.

Credible numbers enable informed debate on issues like jobless growth, regional disparity, and policy evaluations.

Legal Dimension

National statistics interface with legal mandates: FRBM targets, Finance Commission formulas, Monetary Policy Committee decisions (inflation—

growth trade-offs).

If underlying data are questioned, the legal integrity of such frameworks may also be contested.

Data privacy and confidentiality laws regulate use of administrative data.

Ethical Dimension

There is an ethical duty not to mislead citizens and investors through rosy but inaccurate numbers.

Ethical measurement requires visibility to marginalised communities whose economic activities may be under-recorded.
Transparency, peer review, and responsiveness to criticism are ethical norms for public institutions.

International Dimension

GDP numbers influence sovereign credit ratings, foreign investment decisions, and global perceptions of India’s rise.
Disputes over data can affect negotiations in multilateral forums and India’s soft power.

Harmonisation with international standards is necessary but should not come at the cost of ignoring India-specific realities.
Economic Dimension

Mis-estimated growth can misguide fiscal and monetary policy (e.g., wrong interest rate stance, misplaced stimulus).

It affects projections of tax revenue, debt sustainability, and poverty reduction.

For firms and households, distorted signals can lead to misallocation of investment and savings.



Linkages with NCERTSs

e Chapters on national income, growth, and development indicators help contrast GDP with broader
development.

¢ Good for basic definitions and limitations of GDP.

Class 10, Economics — “Understanding Economic
Development”

e Chapters on Indian economy 1950-1990 and post-reform period explain structural changes that
influence measurement.

e Section on employment and informal sector connects directly to the challenge of capturing
unorganised activity.

Class 11, Economics — “Indian Economic Development”

* Detailed treatment of national income accounting, nominal/real GDP, GVA, sectoral classification.

Class 12, Economics — “Macroeconomics” e |deal for understanding how different components of GDP are calculated and why base
year/deflators matter.

e Chapters on liberalisation, poverty, and human capital show why credible GDP and related
Class 12, Economics — “Indian Economic Development” statistics are crucial for policy.
e Case studies on informal sector and employment provide context for under-measurement debates.




* Linkages with UPSC CSE Syllabus
* GS Paper |
* Topic: Post-independence consolidation and reorganisation; Indian society.

* Link: Evolution of economic structure, informal sector, regional disparities, and
impact on society.

* GS Paper i

* Topics: Governance, transparency and accountability; Role of statutory,
regulatory and quasi-judicial bodies.

* Link: Institutional design and autonomy of statistical agencies, data
transparency, relationship between state and citizens.

* GS Paper lli

* Topics: Indian Economy and issues relating to planning, mobilisation of
resources, growth, development and employment; Inclusive growth; Government
budgeting.

* Core linkage: GDP measurement, informal sector, employment, data for policy,
macro-stability.

* GS Paper IV (Ethics)

* Topics: Ethics in public administration; Probity in governance; Information
sharing and transparency.

* Link: Ethical responsibilities of public officials handling statistics, integrity of
data, consequences of manipulation.

|~
O




. WayForward ]
|_ Way Forward |
e Strengthen Statistical Institutions

¢ Provide legal and financial autonomy to national and state statistical organisations.

e Institutionalise periodic independent reviews of methodology by panels including
domestic and international experts.

e Publish detailed methods and metadata in accessible language.

e IMmprove Data Quality and Coverage

» Regular, well-funded enterprise and employment surveys to benchmark informal sector
more frequently.

* Enhance integration of surveys with administrative data (MCA, GST, tax) through robust
data-linking frameworks.

e Invest in training statisticians and data scientists, including at state level.

e Transparent Use of Administrative Data

e Clear protocols for cleaning and classifying corporate and tax datasets.

e Anonymised micro-data access for researchers under strict safeguards to enable
independent validation.

* Regular audits of administrative data quality.

e Complement GDP with Broader Indicators
e Publish dashboards that combine GDP with employment, wage growth, poverty,
nutritional indicators, and environmental metrics.

® Encourage media and policymakers to use multi-indicator narratives rather than celebrate
a single growth number.

mmmm. Address Communication and Perception |

® Proactive communication strategy by statistical authorities to explain revisions, methods,
and limitations.

* Engage with academia and civil society through consultations, workshops, and open data
initiatives.

® Recognise errors openly and correct them; trust builds when institutions show willingness
to learn.




* UPSC CSE Mains — GS I

* 2013 GS lil: “Explain how national income is calculated in India. What
are the limitations of the current methods?”

* 2014 GS lil: “The growth of GDP has not translated into
commensurate employment growth in India. Discuss.”

* 2017 GS lll: “Account for the changing share of different sectors in
GDP and employment. What implications does this have for inclusive
growth?”

* 2019 GS lll: “How far is GDP an adequate index of economic
development? Suggest alternative measures.”

* 2020 GS lll: “How reliable are the estimates of India’s growth in the
recent period? Discuss the role of data quality in economic
policymaking.”

* 2022 GS llI: “Discuss the challenges in measuring informal sector
output in India and its implications for macroeconomic management.”

* UPSC CSE Mains —GS Il / IV / Essay

* GS Il (various years): Questions on transparency and accountability in
governance, role of statutory institutions, data and governance.

* GS IV (Ethics): “What do you understand by transparency in public
life? Why is information integrity important in governance?”

* Essay Paper: Themes on “GDP vs human development”, “Data and
democracy”.

e UPSC CSE Prelims

* Questions on basic concepts: GDP, GNP, NNP, real vs nominal GDP,
base year, deflators, informal sector, etc., across many years.



Why the affiliation system is outdated

n often less discussed

feature of the National

Education Policy (NEP),

2020 is the new
regulatory system envisaged for
affiliating colleges. The objective
of the new system is to foster
empowerment and autonomy by
gradually phasing out the
affiliation system over a period of
15 years through a process of
graded autonomy.

‘The NEP suggests that each
existing university should play the
role of a mentor for its affiliated
colleges, and enable them to
develop their own capabilities and
achieve minimum benchmarks in
academic and curricular matters,
teaching and assessment,
governance reforms, financial
robustness, and administrative
efficiency in order to become
self-reliant. All affiliated colleges
will have to attain the minimum
required standards to secure
accreditation benchmarks and
acquire the status of an
autonomous degree-granting
institution. Needless to say, itisa
big reform for which nation-wide
efforts and governmental support
is a sine qua non.

Untethering colleges
The college-university affiliation
system has long served as the
foundational structure for higher
education and is so deeply
entrenched in the Indian higher
education system that
disassociating colleges with the
university sounds unrealistic.
Universities conduct affiliation for
colleges in accordance with the
University Grants Commission
(UGC) guidelines to maintain
academic standards, ensure
uniform curriculum and
examinations, and regulate
infrastructure and faculty quality.
Moreover, college affiliation in
India is not a one-time process.
The affiliation is usually granted
initially for one year and renewed
annually or periodically.
However, while the
conventional university affiliation
model once provided centralised
control and administrative

Milind Kumar
Sharma

teaches in the
Department of
Production and
Industrial Engineering
at MBM University,
Jodhpur

The university
affiliation system
is now riddled
with systemic
inefficiencies.
archaic
academic
rigidity, and
administrative
challenges that
impede the
progress of
colleges

stability, it now seems to hinder place under the university
the growth, autonomy, and quality = affiliation model. Since
of colleges. The unlversny universities oversee a large
affiliation system is now riddled number of colleges, revising
with systemic inefficiencies, curricula requires extensive
archaic academic rigidity, and consultations, committee
administrative challenges that meetings with the board of studies
impede the progress of colleges. and department councils, and
administrative approvals from
Multiple challenges academic councils. This process
One of the most significant often takes a very long time,
problems with the affiliation causing course content to become
system is the overwhelming dated by the time reforms are
burden it places on uni s d. The educational
Most universities in India are needs of students in disciplines
affiliated with hundreds of such as engineering and
colleges, and entrusted to manage | technology change very rapidly,
examinations, evaluate answer but the affiliation system is simply
scnpts design curriculum, not agile enough to respond with
monitor college compliance, and the required speed.

oversee academic and Moreover, the affiliation model,
extracurricular activities for an despite its best intentions to
overwhelming number of standardise education, has led to
students. The attention of quite the opposite. While all
resource strained universities, colleges may follow the same
especially State universities, gets curriculum, the actual delivery of
diverted from their core functions, | education varies drastically due to
such as research, innovation, the huge gaps in infrastructure.
faculty development, and Many colleges operate with
collaboration, due to heavy inadequate laboratories,
administrative workloads. As a msuﬂicnem hbrary facilities,
result, universities are compelled anda
to act merely as bureaucratic shortage of quahﬁed teachers.
bodies instead of pushing the Such disparities weaken the
boundaries of knowledge both for | credibility of standardised
students and faculty. learning outcomes, as students
The lack of autonomy for from different colleges under the
affiliated colleges poses another same university may graduate
challenge. Under the present with vastly different levels of skill
university affiliation system, it is and competence.
mandatory for all colleges to
follow the regulations, syllabi, An alternate model
examination patterns, and While the university affiliation
administrative instructions issued system once played a vital role in
by the affiliating university. This expanding higher education, its
dependency prevents colleges limitations now hinder progressive
from designing their own courses educational aspirations.
that align with their local or Instead of affiliations, colleges
industrial needs, and emerging may be encouraged to participate
market trends. This rigidity in the National Institutional
imposes uniformity at the cost of Ranking Framework/National
creativity, denying colleges the Board of Accreditation exercise
freedom to differentiate which is grounded in established
themselves through specialised quality criteria. The future of
courses, modern ical higher education in India hinges
practices, or i iplinary on ing institutions with
initiatives. As a result, the aumnomy flexibility, and the
potential for innovation is stifled. capacity to innovate freely —
Then there is the slow pace at conditions the affiliation system
which curriculum reforms take can no longer adequately provide.

V %




* Key Terms and Explanations

« Affiliation System: A hierarchical model where a central university grants recognition to smaller colleges to offer
specific courses. The university prescribes the curriculum, conducts examinations, and awards degrees, while the
colleges handle day-to-day teaching. For example, a college in a small town might be affiliated with a large state
university, meaning its students must follow that university's syllabus and take its exams.

* Autonomous College: A college granted the freedom to design its own curriculum, set its own examination
patterns, and evolve its own evaluation methods, while still being affiliated to a university for the eventual awarding
of degrees. This is a status of graded autonomy.

* Graded Autonomy: A step-by-step process of granting greater academic and administrative freedom to colleges
based on their performance and maturity. The National Education Policy (NEP) 2020 proposes this as a pathway to full
independence.

* National Education Policy (NEP) 2020: India's comprehensive framework for education, replacing the 34-year-old
National Policy on Education (NPE), 1986. It aims to overhaul the entire education system from school to higher
education.

* University Grants Commission (UGC): The statutory body established by an Act of Parliament in 1956 for the
coordination, determination, and maintenance of standards of university education in India. It provides the guidelines
for affiliation.

* Accreditation: A formal, external quality check process by an independent body (like the National Assessment and
Accreditation Council - NAAC) that certifies an institution meets predefined quality benchmarks. It is a mark of quality
and credibility.

* National Institutional Ranking Framework (NIRF): A methodology adopted by the Ministry of Education to rank
higher education institutions across India based on five parameters: Teaching, Learning and Resources; Research and
Professional Practice; Graduation Outcomes; Outreach and Inclusivity; and Perception.

* National Board of Accreditation (NBA): A body that accredits technical programs (like engineering, management,
pharmacy) specifically, as opposed to NAAC which accredits institutions as a whole.



* Main Arguments and Substantive Parts

* Core Thesis: The traditional university affiliation system, once crucial for expanding
higher education, has become a major obstacle to quality, innovation, and institutional
growth. The article advocates for its gradual phasing out, as envisioned by NEP 2020.

* Key Arguments:

» Stifles Autonomy and Innovation: Colleges are forced into a "one-size-fits-all"
model. They cannot design courses tailored to local industry needs, emerging
market trends (like Al or Data Science), or student demographics, killing creativity
and differentiation.

* Leads to Curricular Rigidity and Obsolescence: The process of updating syllabi is
slow and bureaucratic, involving multiple layers of committees (Board of Studies,
Academic Council). By the time a new curriculum is approved, especially in fast-
moving fields like technology, it is often outdated.

* Perpetuates Inequality in Outcomes: While the affiliation model aims for
uniformity, it ironically creates vast disparities. All colleges follow the same
syllabus, but the quality of delivery varies drastically due to uneven
infrastructure, faculty shortages, and inadequate labs. This results in graduates
from the same university having vastly different skill levels.

* Creates a Culture of Dependency: Colleges become perpetually dependent on
the affiliating university for approvals, which weakens their ability to build
internal capabilities in governance, finance, and administration.

* Proposed Solution/Alternate Model: The article suggests a transition where colleges are
encouraged to participate in quality assurance frameworks like NIRF and NBA. This shifts
the focus from regulatory compliance (with a university) to performance-based quality
benchmarks. The ultimate goal is to empower colleges to become self-reliant, degree-
granting institutions.




e Historical Evolution of the Issue

* Pre-Independence Era: The affiliation system was inherited from the British model, most
notably from the University of London. The first three universities (Calcutta, Bombay, and
Madras, established in 1857) were primarily affiliating and examining bodies, designed to
maintain control and standards over a vast geographical area with a few scattered colleges.

* Post-Independence Expansion (1950s-1980s): Post-1947, the demand for higher education
exploded. The affiliation system became the primary tool for rapid expansion. It allowed new
colleges to be set up quickly without needing the infrastructure or academic expertise of a full-
fledged university. This phase prioritized access over quality.

* Era of Reforms and Autonomy (1980s-2000s): The challenges of the system became
apparent. The National Policy on Education (NPE) 1986 first formally proposed the concept of
"autonomous colleges" to reduce the burden on universities and grant freedom to well-
performing colleges. However, the pace of granting autonomy remained slow due to resistance
from universities and a lack of clear incentives for colleges.

* Consolidation and Quality Concerns (2000s-2020): Regulatory bodies like UGC and NAAC

focused on mandating minimum standards and accreditation. The concept of "cluster

universities" and "university with potential for excellence" emerged, but the foundational

affiliation system remained largely unchanged. The huge number of affiliated colleges continued

to strain university resources. '

* NEP 2020 and the Paradigm Shift: The NEP 2020 marks a definitive break from the past. It
explicitly calls for phasing out the affiliation system in 15 years. It proposes a four-stage graded
autonomy model, where colleges can move from affiliated to autonomous, and eventually to /
degree-granting colleges or become part of a larger university cluster.
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THE AFFILIATION CRISIS
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India is transitioning away from a colonial-era
“Affiliation System" where a single university
manages hundreds of colleges. NEP 2020 proposes
a 15-year roadmap to replace this with “Graded
Autonomy”.
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* Logical and Philosophical Base

* Logic of the Current System: The affiliation system is built on the logic of centralized control for
standardization and quality assurance. It assumes that a central university is best positioned to
prescribe curricula and conduct exams to ensure all students under its umbrella receive a
comparable education. It is a top-down, regulatory model.

* Logic of the Proposed Reform: The argument for phasing out the system is rooted in the logic

of subsidiarity and decentralization for quality enhancement. It posits that decisions are best made
at the level closest to where they will have an impact. A college, knowing its students and local
context, is better equipped to design a relevant curriculum. The university's role shifts from a
regulator to a mentor. This is a bottom-up, empowerment model.

* Philosophical Foundations:

From Dependency to Empowerment: The current model fosters a "permission culture."
The reform philosophy is to replace this with a culture of accountability and
empowerment, where institutions are trusted to manage themselves but are held
accountable for outcomes (e.g., via accreditation).

From Uniformity to Diversity: The old philosophy valued uniformity as a proxy for equality.
The new philosophy argues that true equity lies in providing diverse educational paths that
cater to different talents and needs, thereby fostering excellence and innovation. This
aligns with the liberal arts and multidisciplinary approach of NEP 2020.

Epistemological Angle: If knowledge is dynamic and context-dependent (epistemology),
then a static, centrally imposed curriculum (like in the affiliation system) is inherently
flawed. The NEP reform acknowledges that knowledge creation happens best when
teachers and students have the freedom to explore, question, and adapt, which requires
institutional autonomy.



* Multidimensional analysis
* 8.1 Social dimension
Potential to tailor courses to local social realities (caste, gender, regional disparities, tribal communities) and make curricula more inclusive.
Risk of deepening inequalities if some colleges become islands of excellence and others stagnate.
Student mobility and credit transfer systems can mitigate disparities if implemented well.
* 8.2 Political dimension
Higher education is closely linked to state politics, especially appointments in universities and regulation of private colleges.
Moving away from affiliation may reduce some forms of political patronage but could also generate new arenas of contestation (e.g., around autonomy status).
Centre—state relations may be affected when national policies push reforms within state university systems.
* 8.3 Legal dimension
Requires amendments to state university Acts, new regulations on autonomous colleges, and harmonisation with central laws.
Litigation may arise over affiliation withdrawal, recognition of degrees, or status of teachers during transition.
Regulatory clarity is essential to avoid uncertainty affecting students.
* 8.4 Ethical dimension
Core ethical issues: fairness in access, transparency in evaluation, and protecting students from exploitation.
Autonomous institutions must adopt stronger internal ethics codes, including academic integrity and anti-plagiarism norms.
Governance ethics (avoidance of nepotism and undue influence) gain salience.
* 8.5 International dimension
Many countries have moved towards institutional autonomy combined with strong accreditation (e.g., outcome-based education models).
Greater institutional freedom can facilitate international collaborations, joint degrees and student exchanges.
Harmonising Indian degrees with global frameworks (like qualification frameworks) becomes easier when institutions can innovate.
* 8.6 Economic dimension
Higher education is linked to productivity, innovation and employment outcomes.
Autonomy can help align programmes with labour-market needs and emerging sectors.

However, without adequate public funding, colleges may rely excessively on fees, raising affordability concerns.



Linkages with NCERTs
NCERT Political Science, Class Xl — “Constitution: Why and How?”, “Constitution as a Living Document”

* Concepts of decentralisation, federalism, and institutional design relevant to governance of education.
NCERT Political Science, Class XIl — “Challenges of Nation-Building”, “Planned Development”

* Role of state in social sector development, including education; debates on central planning vs autonomy.
NCERT Sociology, Class XI — “Education and Social Change”

* Functions of education in stratification, mobility and socialisation; relevance to equity issues in higher education.
NCERT Sociology, Class XIl — “The Indian Sociological Tradition”, “Social Institutions: Continuity and Change”

* How colonial legacies shape modern institutions like universities and colleges.
NCERT Economics, Class XI — “Infrastructure”

* Education as a component of social infrastructure; need for quality and accessibility.
NCERT Economics, Class XIl — “Indian Economy Since 1991”

* Liberalisation, human capital, and the role of education in growth and employment.



* Linkages with UPSC CSE syllabus
* GSPaperl
* Indian society; role of education in promoting equality and social mobility.

* Post-independence consolidation and reorganisation — evolution of educational institutions as part of
nation-building.

* @GS Paper 2

* Functions and responsibilities of the Union and States; issues and challenges pertaining to federal
structure in education policy.

* Issues relating to development and management of social sector/services relating to education.
* Government policies and interventions for development in education; performance and limitations.
* @GS Paper3

Inclusive growth and issues arising from it — human capital formation.

* Science and technology, employment, and skilling — higher education as a driver of innovation.
* GS Paper 4 (Ethics)

Ethical issues in public service delivery — fairness, transparency and accountability in educational
governance.

* Values of autonomy, responsibility, integrity as applied to academic institutions.



Welvarela'r:lge

e |dentify colleges with adequate capacity and strong performance for early autonomy; expand
gradually based on periodic reviews.

e Use pilots to learn what works before large-scale rollout.

e Independent, professional accreditation bodies with transparent criteria, periodic
assessments and public disclosure of results.

e Use technology for real-time monitoring of student outcomes, research output and
governance indicators.

e Intensive training for faculty and administrators in curriculum design, assessment, governance
and financial management.

e Targeted grants for infrastructure, digital systems and quality enhancement in rural and
smaller colleges.

Protecting equity and social justice

* Mandate adherence to reservation policies, need-based scholarships, and reasonable fee
regulation in autonomous colleges.

* Encourage community colleges, open and distance learning, and flexible pathways for
disadvantaged groups.

Redefining the role of universities

e Universities should focus on advanced research, postgraduate education, faculty
development and academic leadership.

* They can form academic clusters with autonomous colleges for joint research, shared
resources and benchmarking.

Participatory governance and ethics frameworks

e Statutory representation of teachers, students, alumni and local community in governing
bodies.

e Clear codes of conduct, grievance redressal mechanisms and strong safeguards for academic
integrity.




4
e UPSC CSE — Mains

* GS2 (2013): “Examine the role of the University Grants Commission in
maintaining standards of higher education in India.”

* GS2 (2015): “Discuss the key challenges in the expansion and quality
improvement of higher education in India.”

* GS2(2017): “The quality of higher education in India requires major
reforms. Discuss.”

* GS2 (2020): “National Education Policy 2020 aims at transforming the
education sector in India. Critically examine its approach towards higher
education.”

» Essay (various years): Topics like “Education without values, as useful as
it is, seems rather to make man a more clever devil”; “Education as the main
instrument of social change”; “Digital economy and knowledge society”.

* UPSC CSE — Prelims

* MCQs on NEP 2020 features; role of UGC/NAAC; constitutional provisions
relating to education (Concurrent List, RTE Act — though more
school-oriented but conceptually linked).
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* Key Terms and Explanations '

* Euthanasia: Derived from Greek, meaning 'good death'. It refers to the practice of intentionally ending a life to relieve an individual from
incurable suffering or an undignified existence.

* Passive Euthanasia: The intentional withdrawal of life-supporting medical treatment (like ventilators) or clinically-assisted nutrition and
hydration, allowing the person to die naturally from their underlying condition.

* Active Euthanasia: The direct and intentional administration of lethal substances (e.g., a poison or a high dose of painkillers) by a medical
professional to cause the patient's death.

* Physician-Assisted Suicide / Assisted Dying: A related but distinct concept where a medical professional provides a competent,
terminally ill patient with the means (usually a prescription for a lethal dose of medication) to end their own life. The patient, not the doctor,
performs the final act.

* Advance Medical Directive (Living Will): A legal document executed by a competent adult in anticipation of a future where they may lose
the capacity to make decisions. It specifies the type of medical treatment they would or would not want in case of a terminal illness or
permanent incapacitation.

* Vegetative State: A condition of profound brain damage where a person appears awake but shows no signs of awareness or purposeful
response to external stimuli. A permanent vegetative state implies that this condition is irreversible.

* Palliative Care: A specialized area of healthcare focused on relieving the symptoms, pain, and stress of a serious illness. Its goal is to
improve the quality of life for both the patient and the family, not to cure the underlying disease. It is often presented as the primary ethical
alternative to euthanasia.

» Santhara / Sallekhana: A religious practice in Jainism involving a voluntary, gradual, and ritualized fasting unto death. It is undertaken
when a person feels their life has served its purpose, or when they are suffering from an incurable disease, with the aim of purifying the
soul.
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* Main Arguments and Substantive Parts

* Core Thesis: The central theme is the "delicate balance between life and dignity." It posits that while the state has a sacred duty to protect life, it must also
recognize the fundamental right of individuals to die with dignity when faced with hopeless medical suffering. The Supreme Court's 2026 judgment in
the Harish Rana case is presented as a culmination of this evolving jurisprudence.

* Key Arguments For Euthanasia (Proponents' View):

* Extension of Autonomy: The right to a dignified death is an extension of an individual's personal autonomy and freedom of choice.

e Compassion: It is a humane and compassionate alternative to prolonged, unbearable pain and persistent trauma. It spares patients and their families
from unnecessary suffering.

* Relief from Undignified Existence: It allows a person to escape a state of existence that they might consider undignified or devoid of meaning.

* Key Arguments Against Euthanasia (Opponents' View):
* Potential for Misuse: Vulnerable groups like the elderly, disabled, or impoverished could feel subtle or overt pressure to opt for death to relieve their
families of a financial or emotional burden.

* Erosion of Care: Legalizing euthanasia might weaken society's and families' commitment to caring for the sick, disabled, and aged.

* Disability Rights Perspective: The "disability rights critique" argues that allowing euthanasia for conditions deemed "undignified" sends a harmful
message that the lives of people with severe disabilities are "less worth living."

» State's Interest: The State has a compelling interest in protecting all life, and permitting its termination, even voluntarily, undermines this
fundamental duty.

* The Middle Path - Passive Euthanasia with Safeguards: The article, and Indian law, ultimately endorse a middle path. It acknowledges the validity of the
ethical concerns but allows for passive euthanasia under strict judicial and medical safeguards. This includes transparent diagnosis, repeated informed consent,
and robust palliative care to ensure that the choice for death is not made for lack of pain relief.



e Historical Evolution of the Issue in India

* Pre-2011 (Absolute Prohibition): Section 309 of the Indian Penal Code, 1860 criminalized attempt to suicide, reflecting a societal and legal view that life is not a
personal possession to be renounced at will. This was based on the principle that the state has a duty to protect life.

* 1994 - A Brief Expansion: In P. Rathinam vs Union of India, the Supreme Court briefly held that the "right to life" under Article 21 includes the "right to die,"
effectively striking down Section 309. This was a short-lived interpretation.

* 1996 - The Course Correction: In Gian Kaur vs State of Punjab, a larger SC bench overruled the P. Rathinam judgment. It authoritatively established that Article 21
(Right to Life) does not include the "right to die" or the "right to be killed." It clarified that life and death are natural, not legal, counterparts. The court, however,
opened a door by distinguishing between the right to life and the right to die with dignity at the end of life.

* 2011 - The First Guidelines (Aruna Shanbaug Case): In this landmark case, while rejecting the plea for active euthanasia for Aruna Shanbaug, the Supreme Court
for the first time laid down detailed guidelines for passive euthanasia. It allowed the withdrawal of life support in specific circumstances, subject to the approval of
the High Court. This was a monumental shift from a complete prohibition to a regulated allowance.

* 2018 - Formal Recognition of Right to Die with Dignity (Common Cause Case): A Constitution Bench of the Supreme Court formally recognised the "right to die
with dignity" as a fundamental right under Article 21. It also legalised Advance Medical Directives (Living Wills) , empowering competent adults to make decisions
about their future medical care.

* 2023 - Simplifying the Process: The Supreme Court further modified and simplified the procedural requirements for executing Advance Medical Directives and
constituting medical boards. It reduced the role of the judiciary (Judicial Magistrate) to make the process more accessible and less cumbersome.

* 2023 - Decriminalisation of Suicide Attempt: The new criminal law, the Bharatiya Nyaya Sanhita (BNS), 2023, omitted the offense of attempting suicide,
effectively decriminalising it. This signaled a shift in social and legal attitudes, viewing such actions as a mental health crisis rather than a crime, and was a precursor
to a more accepting view of end-of-life choices.

* 2026 - The First Implementation (Harish Rana Case): The article's central event is the Supreme Court allowing the first-ever case of passive euthanasia by applying
the safeguards established over the previous decade. This moves the issue from theoretical guidelines to practical, real-world application.



4. AXIA  The Right to Die with Dignity: India’s Legal & Ethical Journey
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India’s legal stance on end-of-life care has shifted from absolute criminalization to recognizing the “Right to Die with Dignity” as
an intrinsic part of Article 21, balancing the sanctity of life with personal autonomy through passive euthanasia and Living Wills.
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* Logical and Philosophical Base

* The entire debate and its legal evolution rest on a conflict between two fundamental
philosophical principles:

* Sanctity of Life: This principle, deeply embedded in Judeo-Christian and Islamic traditions,
as well as in the dharmic traditions of India, posits that life is inherently sacred and given by
God (or Nature). It is not ours to take, and the state has a parens patriae (parent of the
nation) duty to protect it. This forms the basis for opposing both suicide and euthanasia. The
state's interest in preserving life is paramount.

* Quality of Life & Personal Autonomy: Rooted in liberal humanist and utilitarian
philosophies, this principle argues that what matters is not just being alive, but the quality of
that life. When life is reduced to perpetual, unbearable suffering without hope of recovery,
the very essence of personhood is lost. This perspective champions individual autonomy—the
right of a person to make fundamental choices about their own body and existence, including
the choice of a dignified exit. The logic follows that a "right to life" necessarily implies a "right
to die with dignity," as a life devoid of dignity may not be considered a life worth living by the
individual.

* The Supreme Court's jurisprudence, particularly from Gian Kaur to Common Cause,
attempts a philosophical synthesis. It upholds the sanctity of life but carves out an exception
for "dying with dignity." It argues that the right to life includes the right to live with dignity
until the very end, and if that dignity is irrevocably lost, the right to life cannot be used to
force a person to endure an undignified and painful process of dying.



* Multidimensional Analysis
* 8.1 Social Dimension
Alters how society views ageing, terminal illness, and disability.
Could improve quality of death if accompanied by community-level palliative care.
May reduce family conflicts when clear legal frameworks and advance directives exist.
* 8.2 Political Dimension
Sensitive policy area; political parties may hesitate to legislate due to fear of backlash from religious groups and conservative opinion.
Debates link to broader discussions on health policy, right to health, and welfare state obligations.
Federal dimension: states manage health services; central guidelines must be adapted locally.
* 8.3 Legal Dimension
Located at the intersection of criminal law (IPC), constitutional rights, and medical law.
Raises questions on decriminalising attempted suicide (Section 309 IPC) and harmonising with mental healthcare provisions.
Demands detailed statutes defining procedures, liabilities, and protections for stakeholders.
e 8.4 Ethical Dimension
Balances autonomy, beneficence, non-maleficence, and justice.
Deals with inter-generational and intra-family ethics: who speaks for incompetent patients, how to handle disagreements among relatives.
Questions fairness: will vulnerable populations be adequately protected?
* 8.5 International Dimension
Many European countries permit some form of euthanasia or assisted dying under strict law, while others prohibit it absolutely.
International human rights discourse increasingly focuses on dignified death, palliative care access, and patient rights.
India’s path may influence or be influenced by global debates in WHO, UN human rights bodies, and comparative constitutional law.
* 8.6 Economic Dimension
Intensive care and aggressive treatment at terminal stages are expensive and often not cost-effective.
Properly designed end-of-life policies can reduce wasteful spending and redirect funds towards preventive and primary care.

Insurance and public financing mechanisms must clearly define coverage for palliative and hospice care.



* Linkages with NCERTs

* Class IX Social Science (Democratic Politics): Chapters on
democracy, rights in the Constitution, and working of institutions —
connects with judicial review, rights discourse, and institutional checks.

* Class Xl Political Science (Indian Constitution at Work): Chapters on
Fundamental Rights, Judiciary, and constitutional values — directly
relevant to Article 21, dignity, and Supreme Court’s role.

* Class XIl Political Science (Contemporary World Politics / Politics in
India since Independence):

* Topics on human rights, social movements, and judicial
activism.

* Class Xl Biology (Human Health and Disease, Reproduction in
Humans): Offers basic understanding of terminal illnesses, organ
failure, and medical technology, which are background for euthanasia
debates.

* Class XI Psychology (if used by students): Chapters on stress, coping,
and death and dying — helps understand emotional dimensions for
families and patients.

* Class XI/ XIl Sociology: Discussions on health, illness, social change,
and role conflict.




* Linkages with UPSC CSE Syllabus
* 10.1 GS Paper Il (Polity & Governance)

* Fundamental Rights: Article 21, right to privacy, right to health, right to die
with dignity.

* Separation of powers and judicial activism.

* Role of Supreme Court and High Courts in social transformation.

* Issues relating to health, vulnerable sections, and social sector policies.

* 10.2 GS Paper | (Society)

* Salient features of Indian society, diversity of beliefs about life and death.

* Role of family, community, and religion in shaping attitudes to illness and
dying.

* Women, elderly, and vulnerable sections — caregiving burdens and gendered
impacts.

* 10.3 GS Paper lll (Economy & Science-Tech)

* Health spending, insurance, and catastrophic expenditure.
* Role of medical technology in shaping ethical dilemmas.

* Issues of resource allocation in public health.

* 10.4 GS Paper IV (Ethics, Integrity & Aptitude)

* Human values: empathy, compassion, and dignity.

* Medical ethics — autonomy, beneficence, justice.

* (Case studies: doctor confronted with a terminal patient; family facing decision
on life support.




Way Forward
12.1 Comprehensive Legislation
Enact a detailed End-of-Life Care Act or integrate provisions into a broader Health Rights law.
Clearly define:

* Passive euthanasia and its permissible scope.

* Procedures for advance directives.

* Roles and liabilities of doctors, hospitals, and families.
Provide legal immunity to doctors who act in good faith and follow prescribed protocols.
12.2 Strengthening Institutional Mechanisms
Mandate hospital ethics committees with representation from doctors, nurses, legal experts, and laypersons.
Standard operating procedures for:

* Assessing medical futility.

* Recording consent.

* Conflict resolution when family members disagree.
12.3 Capacity Building and Training

Integrate palliative care and communication skills into MBBS and nursing curricula.

Continuous medical education on end-of-life care guidelines.

Training magistrates and legal officers who may have to oversee implementation.
12.4 Expanding Palliative and Hospice Care

Include palliative care in primary health centres and district hospitals.
Public—private partnerships and NGO involvement for hospice services.

Ensure availability of essential pain-relief medications (like morphine) with safeguards against misuse.



13.1 UPSC CSE — Mains

GS II:

¢ “Right to life includes the right to die with dignity.” Discuss in the light of
Supreme Court judgments.

e Examine the need for a comprehensive law on euthanasia in India.

GS IV (Ethics):

¢ A terminally ill patient in ICU wishes to discontinue life support. Discuss
the ethical issues involved from the perspective of the doctor and the
family.

e How should a civil servant balance law, compassion, and public opinion
when dealing with controversial moral issues like euthanasia?

13.2 UPSC CSE — Essay

“Care of the dying is as important as care of the living.”

“Technology has outpaced our ethics.”

“Healthcare, equity and human dignity.”
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he Middle East crisis that

emerged at the end of

February has added an

uncertainty that is far more

severe than any other event
in the recent past. No one knows how
long it will last — days, weeks or
months, even after the completion of a
fortnight since the eruption of the crisis.
India’s economic and political
diplomacy and commitment to the
ideology of peace with dignity, referred
to often as multi-pluralism, is under
severe threat.

One of the major consequences of the
crisis is that prices of oil will go up and
trigger inflation and the expectations
thereof. This should worry India since it
could disrupt the projections made in
February of growth and inflation for the
fiscal 2026-27.

Should India merely reset the
economic projections or wait for some
more time? The best option available is
towait and watch for the oft-mentioned
price of oil to spike to $100 and over to
even $150 per barrel. This is not
something that the world has not
experienced earlier.

In fact, the world has seen $100 per
barrel and over of the marker oil, the
Brent Crude, in at least seven calendar
years since the global financial crisis of
2008. In amajority of these years, the
main cause of such spikes involved Iran
and China.

SUPPLY DISRUPTIONS

India should be more worried about the
supply disruptions in respect of oil as
well as critical minerals, and other goods
including steel, electronic goods, chips,
batteries, and edible oils as well as
pulses. Identification of these
commodities is not a serious challenge,
though. What would be more worrisome
is about how to build up inventories of
these commodities, in case the crisis
stretches for three to six months from
now.

Superimposed on this is the need for
building up inventories of defence
equipment, including radars, missiles
and more importantly drones in case the
crisis triggers hostile activities from
those not well disposed to the country.

India does not have, from most
accounts, a sound well-tested inventory
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policy to take care of suchan
uncertainty. Trade deals concluded with
some of the countries and a cluster of
the European Union countries (EU)
could help procure the commodities in
question to a significant extent.

Will this be enough to take care of
inventory costs? And who will bear such
costs? Should we construct first a base
scenario of maintaining inventories that
would last for at least six months and
build up more scenarios, if need be, as
new developments emerge? As of now,
there are no clear answers to these

Apart from oil, building up
an inventory of critical
minerals, and other goods
including steel, electronic
goods, chips, batteries, and
edible oils as well as pulses
is the challenge, especially if
the war prolongs

questions. And the opportunity costs
could be high if the decisions about the
inventory policyand inventory
dynamics are not taken expeditiously.

The Indian authorities should not
treat the crisis lightly and tinker with the
overall situation of supply of goods and
services inan ad hoc manner. They
should also not hurry to reset the
projections of February 2026 for the
next fiscal year. Instead, they need to
work out fiscal, monetary and
governance strategies that necessarily
involve a reform agenda, to achieve the
projected numbers. This is the only way
expectations of economic units
(households, corporates, small and
informal enterprises and government
entities) about India’s economic
prospects could be influenced towards
achieving the set goals.

MACRO POLICIES

This does not mean that there will be no
volatilities in our interest rates, liquidity
situation, exchange rates of most major
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Policy action in times
of geopolitical crises

CRISIS MANAGEMENT. It is time to think of an inventory policy to stock up
critical goods in times of supply disruptions, arising out of political factors

currencies, gold and other precious
goods, stocks, and fiscal receipts. After
all, the uncertainties at the global level
are so sharp that none of the economic
variables are or can be pre-determinable.

Volatilities have to be managed
through coordinated strategies for
policy action. And what is important is
to ensure that all the tiers of
government at the Centre and States are
committed to the tasks that lie ahead.
The Centre should take the initiative
right away.

Hopefully, issues such as the scarcity
of cooking gas and fertilizers that are
presently the major concerns of
commercial kitchens, households and
farmers would not overwhelm the
governance mechanisms at all tiers of
the government and disrupt the
commitment to the pursuit of the
current macro policy framework.

The writer is aformer Executive Director of the RBland
currentlyan independent economic analyst. (Through
TheBillion Press)




* Key Terms and Explanations

* Geopolitical Crisis: A crisis arising from the struggle for power, territory, or ideological dominance between states, often leading to instability, conflict, or the threat
thereof. Example: The Russia-Ukraine war or the Middle East conflict disrupting global energy and food supplies.

* Supply Disruption: An interruption in the flow of goods and services from producers to consumers, caused by factors like war, trade sanctions, or natural disasters. Example:
The blockage of the Suez Canal or sanctions on a major oil producer.

* Inventory Policy: A strategic framework that dictates how an organization or nation manages its stock of goods. It involves decisions on what to stock, how much to keep
(safety stock), and when to reorder.

* Critical Goods: Commodities essential for a nation's economic functioning, national security, and public welfare, the supply of which is vulnerable to disruption. This includes:

* Energy Resources: Crude oil, natural gas, coking coal.

* Critical Minerals: Lithium, cobalt, rare earth elements (REEs) for defense and green tech .
* Agricultural Commodities: Edible oils, pulses to ensure food security.

* Industrial Inputs: Steel, specialty chemicals, semiconductors .

* Defense Equipment: Missiles, radars, drones, and their components .

» Strategic Reserves / Buffer Stocks: Stockpiles of essential goods held by a government to mitigate the impact of supply shocks and price volatility. Example: India's Strategic
Petroleum Reserves (SPR) to cushion against oil price spikes.

* Geoeconomic Confrontation: The use of economic tools—such as trade restrictions, sanctions, investment controls, and technology bans—by states to achieve geopolitical
objectives and constrain rivals . This represents the "weaponization of interdependence."

. Supply Chain Resilience: The capacity of a supplg/ chain to anticipate, withstand, and recover from disruptions. This marks a paradigm shift from the traditional focus on "just-
in-time" (efficiency) to "just-in-case" (resilience) and now to "just-to-be-secure" .

* Friend-shoring: The practice of shifting supply chains to countries that are considered politically and economically reliable allies, rather than to nations where costs are lowest
but geopolitical risks are high .

* Multi-alignment / Strategic Autonomy: A foreign policy approach where a country engages with multiple major powers across different issue areas to maximize its own
strategic space and avoid becoming overly dependent on or aligned with any single bloc



* Main Arguments and Substantive Parts

* Core Thesis: In an era defined by cascading geopolitical crises and geoeconomic confrontation, India's
traditional, ad-hoc approach to managing supply disruptions is no longer tenable. The country must urgently
formulate a comprehensive, scenario-based inventory policy for critical goods to safeguard its economic
stability and national security.

* Key Supporting Points:

* Systemic Nature of the Threat: The crisis in the Middle East is not an isolated event but an example
of a new normal where political factors can rapidly and severely disrupt global supply chains for a
wide range of goods—from oil and minerals to steel and pulses.

* Beyond Economic Projections: The primary impact is not just about resetting GDP or inflation
forecasts, but about managing real-world supply disruptions. The article argues against a "hurry to
reset" projections, advocating instead for robust policy action to achieve the goals despite the
volatility.

* Multi-Sectoral Vulnerability: The crisis exposes India's dependence across multiple sectors: energy,
defense, manufacturing (steel, electronics), and food (edible oils) . The solution must therefore be
cross-sectoral.

* The Inventory Policy Gap: India lacks a "sound well-tested inventory policy" to manage prolonged
uncertainties (3-6 months). Key questions about costs (who bears them?), duration (base scenario
of six months?), and governance remain unanswered.

* Need for a Coordinated Strategy: Managing the ensuing volatilities (in interest rates, exchange
rates, fiscal receipts) requires a whole-of-government approach. The Centre must lead, ensuring all
tiers of government are committed to the macro-policy framework.

* Implied Counterargument: The article implicitly counters a "do-nothing" or "wait-and-watch" approach.
While cautioning against hasty revisions of economic projections, it strongly advocates for proactive, not
reactive, governance. It dismisses the idea that existing trade deals are sufficient to cover the costs and
strategic depth required for a major crisis.



e Historical Evolution of the Issue

* Pre-Independence Era: The colonial economy was structured as a supplier of raw materials to the British Empire, with little to no
strategic autonomy or concern for domestic supply chain resilience. Famines were often exacerbated by export-oriented policies that
shipped food grains out of the country during shortages.

* 1950s-1980s: The Era of Self-Reliance (Import Substitution) : Post-independence, India adopted a strategy of import substitution,
driven by a desire for self-reliance (Atmanirbharta). While this led to the development of a diversified industrial base, it often came at
the cost of efficiency and global integration. Strategic reserves were more about managing domestic shortages (e.g., Food Corporation
of India for food security) than global supply chain disruptions.

e 1991-2010s: The Globalization Era (Just-in-Time) : The 1991 economic reforms integrated India into the global economy. The focus
shifted to economic efficiency, cost minimization, and "just-in-time" inventory. This led to a heavy reliance on global supply chains,
particularly from China, for critical inputs like pharmaceuticals, electronics, and chemicals. Strategic thinking on inventory atrophied in
favor of market access.

* 2014-2020: Early Warnings and Shifts: Events like the Doklam standoff (2017) and the initial phases of the US-China trade

war began to highlight the risks of over-dependence on a single country. The government launched initiatives like "Make in India" and
later "Atmanirbhar Bharat" to boost domestic manufacturing, but these were primarily focused on industrial promotion rather than
strategic stockpiling.

* 2020-Present: The Polycrisis Era (Just-in-Case and Just-to-be-Secure) : The COVID-19 pandemic was a watershed moment, exposing
the fragility of global supply chains for medical supplies and APIs. The Russia-Ukraine War (2022) further weaponized trade, disruptin
energy and food supplies. The ensuing geoeconomic confrontation between the US and China, including export controls on adva

chips and critical minerals, has cemented the shift. It is in this context that India is now seriously considering strategic reserve

critical minerals (announced in 2025) and revising its trade policy to prioritize "friendshoring" . The conceptual evolution

from efficiency - resilience - security.



‘INDIA’'S STRATEGIC SHIELD: SECURING SUPPLY CHAINS IN AN ERA OF VOLATILITY

@ axiaiasacademy.com & +91 6002-417488

THE CRISIS OF VOLATILITY A AXIA THE “JUST-IN-CASE” FRAMEWORK
(THE PROBLEM) THE SHIFT: (THE SOLUTION)
PRICE VS. PHYSICAL SUPPLY LINEAR CHAIN TO CIRCULAR SHIELD NATIONAL STRATEGIC

INVENTORY AUTHORITY (NSIA)

Proposed specialized body to
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While high prices cause inflation, physical
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EXPANSION OF “CRITICAL GOODS"

Essential inventory must now include
semiconductors, critical minerals (Lithium/Cobalt),
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* Logical and Philosophical Base

* Underlying Logic: The core logic is precautionary and realist. It assumes
that the global order is inherently unstable and that economic
interdependence, rather than being a guarantor of peace, can be weaponized.
Therefore, a nation cannot rely solely on the market or goodwill of other
nations for its essential supplies. The logic is based on risk management:
identifying vulnerabilities (import dependence) and mitigating them through
strategic interventions (stockpiling, diversification).

* Philosophical Foundations:

Realism in International Relations: The state is the primary actor,
and its security (economic and military) is paramount. National
interest overrides the liberal ideal of free trade.

Concept of "Strategic Autonomy": The philosophical belief that a
nation's ability to make independent foreign policy choices is
directly proportional to its economic and military strength. This
inventory policy is a tool to preserve that autonomy.

Duty of the State (Raj Dharma) : From an Indian philosophical
perspective, ensuring the welfare and security of the citizenry
(Prajapalanam) is a primary duty of the state. Protecting the
economy and population from externally induced shocks—whether
inflation or shortages of essential goods—falls squarely within this
ancient concept of good governance.




* Multidimensional Analysis

* Social: Supply disruptions directly impact the common citizen through inflation (especially in food and fuel) and job losses in affected industries. The most
vulnerable—informal workers, urban poor, small farmers—are hit hardest . A robust inventory policy is, therefore, a powerful tool for social protection and preventing
unrest. It acts as a shield for the poor against global volatility.

* Political: A government's failure to manage essential supplies during a crisis can lead to a severe loss of public trust and political capital. Conversely, a successful
policy can bolster its legitimacy. The article's emphasis on all tiers of government highlights the political need for cooperative federalism in crisis management. It also
touches upon India's political stance of "multi-pluralism" being under threat.

* Legal: The policy requires a sound legal framework. This includes amending mining laws (like the MMDR Act, 2023) to prioritize critical minerals, creating special
provisions for strategic reserves, and enacting laws for compulsory procurement or stockholding during emergencies. The legal challenge is to balance national
security needs with constitutional provisions on trade, property rights, and environmental jurisprudence .

* Ethical: The core ethical question is intergenerational equity. Is it ethical to spend billions on stockpiling resources today, potentially at the cost of other
developmental priorities like education or healthcare, to safeguard against an uncertain future? There is also the ethics of global cooperation vs. national egoism.
Does hoarding resources undermine the very idea of a rules-based global order that India claims to champion?

* International: This is the most direct dimension. The policy is a direct response to the geoeconomic confrontation between major powers . It will shape India's
relations with:
* China: Reducing dependence on Chinese supplies is a key driver .

* USA & EU: "Friend-shoring" and joining alliances like the Minerals Security Partnership (MSP) align India with the West, but must be balanced with its
strategic autonomy .

* West Asia & Central Asia: These regions become even more critical as partners for resource diversification, requiring deeper diplomatic and security
engagement .

* Global South: India's ability to secure its own supplies must be complemented by efforts to ensure the stability of global commons, lest the world
fragments into protectionist blocs that harm developing nations.

* Economic: The economic dimension is about moving from a pure efficiency paradigm to a resilience paradigm. This means accepting higher costs for supply chain
security. It involves using fiscal policy (tax breaks, PLI schemes) to build domestic capacity in critical sectors , using monetary policy to manage the inflationary impact
of such a transition , and rethinking trade policy to prioritize strategic alliances over pure market access.



Linkages with NCERTs
Economics (Class 11 & 12) :

* Indian Economic Development (Class 11) : Chapters on "Poverty" and "Human Capital Formation" link to the social impact of
inflation and economic shocks on the vulnerable.

e Introductory Macroeconomics (Class 12) : Chapters on "Government Budget and the Economy" (fiscal policy, subsidies), "Balance
of Payments" (import dependence, current account deficit), and "Open Economy Macroeconomics" directly relate to the economic
consequences of supply disruptions and the fiscal cost of an inventory policy.

Political Science (Class 11 & 12):

e Political Theory (Class 11) : Chapter on "Nationalism" provides a philosophical base for the concept of "strategic autonomy" and
prioritizing national interest.

e Contemporary World Politics (Class 12) : Chapters on "The Cold War Era" (concept of alliances and non-alignment), "US Hegemony
in World Politics," and "South Asia in the Contemporary World" provide the historical and geopolitical context for understanding
power dynamics and India's "multi-alignment" policy. The chapter on "Globalisation" is crucial for understanding its recent
challenges and the shift to a more fragmented world.

Geography (Class 11 & 12):

e India: Physical Environment (Class 11) : Chapter on "Mineral and Energy Resources" is fundamental to understanding the domestic
availability and distribution of critical minerals.

e India: People and Economy (Class 12) : Chapter on "International Trade" is directly relevant for understanding India's trade
patterns, major trading partners, and the significance of sea routes and ports. Chapters on "Mineral and Energy Resources" and
"Planning and Sustainable Development in Indian Context" are also pertinent.



Linkages with UPSC CSE Syllabus

GS Paper 2:

e International Relations: Effect of policies and politics of developed and developing countries on India's
interests. Bilateral, regional, and global groupings involving India. This is the strongest link, as the
entire issue is about how global geopolitical crises impact India and how it must formulate a foreign
policy to secure its economic interests .

e Governance: Government policies and interventions for development in various sectors. Issues of
centre-state relations (as all tiers of government need to be committed).

GS Paper 3:

e Indian Economy: Issues relating to planning, mobilization of resources, growth, development, and
employment. Inflation, buffer stocks, supply chain resilience, and critical minerals are core topics .

e Security: Linkages between economic development and security. Various security forces and agencies
and their mandate. Defense preparedness is explicitly mentioned in the article .

e Science & Technology: Developments and their applications and effects in everyday life. The need for
stockpiling chips, batteries, and rare earth minerals for EVs and electronics links to this area.




* Way Forward

Establish a National Economic Security Council (NESC) : As suggested in the discourse, India needs a dedicated, high-powered body modeled on the National Security Council .
This NESC would bring together the Ministries of External Affairs, Finance, Commerce, Defence, and NITI Aayog to:

* Create and continuously update a National Critical Goods List.

Formulate a National Inventory Policy with clear guidelines on stock sizes (e.g., 3, 6, or 12 months of consumption), funding mechanisms, and release protocols.
* Coordinate the strategic direction for overseas acquisition of mineral assets (via KABIL) and "friend-shoring" agreements .

* Develop a Multi-Layered Funding Model:

* Government-funded Strategic Reserves: For defense-related and the most critical civilian goods (e.g., crude oil, life-saving drugs), fully funded by the government.

Public-Private Partnership (PPP) for Core Inventories: For industrial inputs like steel, specialty chemicals, or lithium, the government can share the carrying cost with
private companies in exchange for guaranteed access during emergencies.

It\)ll?jndated Corporate Reserves: For critical sectors (power generation, telecom), mandate companies to hold a minimum level of inventory, audited by a regulatory
ody.

Leverage Technology for "Smart Stockpiles" : Use Al and data analytics to predict potential disruptions (e.g., weather events, political unrest) and manage inventory
dynamically. For technology products, adopt a "rotating stock" model where older stock is sold or used in non-critical sectors to prevent obsolescence.

* Deepen Domestic Capabilities:

* Accelerate Exploration: Fast-track the Geological Survey of India's work to fully map the country's "Obvious Geological Potential" for critical minerals .

Promote Circular Economy: Heavily incentivize "urban mining" through tax breaks and technology missions to recover critical minerals from e-waste and spent
batteries, reducing both import dependence and environmental damage .

Investfin Downstream Processing: Move up the value chain by building domestic capacity for refining and processing critical minerals, such as rare earth magnet
manufacturing .

* Strengthen Multilateral Alliances for Global Commons: While buildin%qnational reserves, India must simultaneously champion a rules-based, stable global trading system. It
can leverage its G20 presidency and leadership of the Global South to push for global rules against the weaponization of food and essential medical supplies, ensuring that
national resilience doesn't lead to global fragmentation that harms the most vulnerable nations.



* PSC Prelims — themes

* Questions on oil prices, CAD, and inflation linkages (multiple
years).

* Questions on food security, buffer stocks, MSP, and PDS.

* Questions on strategic petroleum reserves, energy security,
and IEA normes.

* Questions on critical minerals, rare earths, and their strategic
importance (recent trend).

* UPSC Mains — GS-1I/11I

* Impact of Middle East or Russia—Ukraine conflicts on India’s
energy security and foreign policy.

* Role of buffer stocks and PDS in ensuring food security during
shocks.

* Discussion on Atmanirbhar Bharat and supply chain
resilience in the context of globalisation.

* Questions on disaster management and systemic resilience in
critical infrastructure and supply chains.
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