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SECTION 1: KEY TERMS AND EXPLANATIONS

1.1 Core Conceptual Terms

WHY TERMS MATTER FOR UPSC

UPSC GS Paper Il & lll demand precise conceptual clarity. Examiners reward answers that define
terms before deploying them. In IR and Economy questions especially, sloppy usage of terms like
'strategic autonomy' or 'competitiveness' can cost critical marks.

Term Definition & UPSC Relevance

Resilience The capacity of a nation-state to withstand, adapt to, and recover
from external shocks — geopolitical, economic, or ecological —
without compromising its development trajectory. Unlike mere
robustness (which resists shocks), resilience implies adaptive
capacity and forward learning. In India's context, resilience must be
built across supply chains, fiscal systems, and diplomatic frameworks
simultaneously.

Interdependence A condition in which two or more actors are mutually reliant on each
other for key resources, markets, or security. Differentiated from
dependence (unidirectional) and isolation (no linkage). Keohane and
Nye's 'complex interdependence’ theory (1977) argues that in today's
world, military power is not the only instrument of statecraft —
economic and institutional linkages matter equally. India's integration
into global value chains exemplifies this.
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Self-Reliance
(Atmanirbharta)

India's post-COVID policy doctrine emphasising domestic production
capability, reduced import dependency in critical sectors, and
technological indigenisation. Distinct from autarky (complete self-
sufficiency), self-reliance accepts selective interdependence while
building domestic anchors. Its Nehruvian antecedent was Import
Substitution Industrialisation (I1SI), which was partially abandoned
after 1991.

Structural
Competitiveness

A nation's ability to sustain productive advantage across sectors
through institutional capacity, innovation systems, human capital, and
regulatory quality — not just through currency depreciation or factor
cost advantages. The World Economic Forum's Global
Competitiveness Index measures this across 12 pillars including
institutions, infrastructure, ICT adoption, and innovation.

Research & Development
(R&D) Investment

Systematic expenditure on basic research, applied research, and
experimental development intended to generate new knowledge or
products. India's gross expenditure on R&D (GERD) is around 0.7%
of GDP — far below China (2.4%), USA (3.5%), and South Korea
(4.8%). This is a structural bottleneck for moving up the innovation
value chain.

Free Trade Agreement
(FTA)

A bilateral or multilateral treaty eliminating or significantly reducing
tariffs, quotas, and non-tariff barriers between signatory countries.
India has FTAs with ASEAN, Japan, South Korea, UAE, and
Australia. Negotiations with the EU and UK are ongoing. FTAs carry
risks of trade diversion, deindustrialisation in vulnerable sectors, and
asymmetric gains if negotiated poorly.

CPTPP (Comprehensive
and Progressive
Agreement for Trans-
Pacific Partnership)

A mega-regional trade agreement among 11 Pacific Rim economies
(including Japan, Canada, Australia, Mexico, Vietham) covering trade
in goods, services, investment, digital trade, and IP rights. The USA
withdrew in 2017. India has not yet joined, partly due to concerns
over agricultural market access and services mobility. It is considered
a 'high-standards' agreement with WTO-plus commitments.

Global Value Chains
(GVCs)

International production networks in which different stages of a
product's design, manufacturing, assembly, and distribution occur
across multiple countries. Participation in GVCs — as in electronics,
pharmaceuticals, and textiles — determines economic upgrading
potential. India's GVC integration is lower than East Asian peers,
limiting export sophistication.

Act East Policy

India's strategic framework (launched 2014, upgraded from 'Look
East' policy of 1991) for deepening engagement with Southeast and
East Asia through trade, connectivity, cultural ties, and security
cooperation. For Northeast India, it is transformational — positioning
Assam and the Seven Sisters as the gateway to ASEAN, with
projects like the India-Myanmar-Thailand Trilateral Highway and
Kaladan Multimodal Transit Project.
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Strategic Autonomy A foreign policy posture that preserves a country's freedom to make
independent decisions across domains — diplomatic, military,
economic — without being bound by any single alliance or power
bloc. India's non-alignment tradition evolved into this concept. It
allows India to buy Russian defence equipment, partner with the USA
on technology, engage China on trade, and advocate for Global
South interests simultaneously.

Export Competitiveness A country's ability to win and sustain market share in international
markets through price, quality, and innovation advantages. Measured
by export growth, market share trends, and revealed comparative
advantage (RCA) indices. India's merchandise exports (~$450 billion)
lag behind China's (~$3.3 trillion). Services exports (IT,
pharmaceuticals) are relatively stronger.

Proprietary Technology / Technology developed, owned, and protected by a firm or country —
In-House R&D not dependent on licensed foreign platforms. Building proprietary
technology requires sustained R&D investment, patent protection
regimes, skilled talent pools, and risk capital. India's success in
ISRO, DRDO, and domestic pharmaceutical generics shows
feasibility, but scaling to global tech leadership requires more.

Trade Deficit The excess of a country's import value over its export value. India's
trade deficit is structurally driven by petroleum, electronic goods,
gold, and capital machinery imports. A persistent trade deficit, if
unfinanced by capital flows or remittances, pressures the current
account and the rupee.

Foreign Direct Cross-border investment in which the investor acquires a controlling
Investment (FDI) interest (typically 210%) in a foreign enterprise. FDI brings capital,
technology, managerial know-how, and market access. India
received ~$71 billion in FDI in 2023-24, but needs to improve the
ease of doing business, contract enforcement, and IP protection to
attract more.

Confederation of Indian India's premier industry association, representing over 9,000 member
Industry (CII) companies across sectors. Cll engages with policymakers on trade,
investment, technology, and skills policy, and runs international
delegations to promote Indian business interests abroad.

1.2 Specific Frameworks and Acronyms

Acronym / Framework Full Form and Significance

WTO World Trade Organization — the global body governing international
trade rules. India plays a complex role: it defends developing country
flexibilities (especially on agriculture and public stockholding) while
pushing for liberalisation in services and Mode 4 movement of natural
persons.
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GDP Gross Domestic Product — the monetary value of all final goods and
services produced within a country in a given period. India is the
world's fifth-largest economy by nominal GDP and third-largest by PPP.
GS Paper lll: growth, development, and economic indicators.

PPP Purchasing Power Parity — an exchange rate that equalises the

purchasing power of different currencies. India's GDP at PPP (~$14
trillion) is larger than the EU's, reflecting lower price levels for non-
tradeable goods and services.

IT (Information
Technology)

One of India's globally competitive sectors. IT-BPM exports exceed
$245 billion. Concentrated in Bengaluru, Hyderabad, Pune, Chennai.
Contributes ~8% to GDP. Potential for further growth lies in Al, SaaS,
and deep-tech.

IP (Intellectual
Property)

Legal rights over creations of the mind — patents, trademarks,
copyrights, trade secrets. India's IP regime is governed by the Patents
Act 1970 (amended 2005), which balances innovation incentives with
access to medicines (Section 3(d)).

EU FTA

The proposed India-EU Free Trade Agreement (now called India-EU
BTIA — Broad-based Trade and Investment Agreement). Negotiations
resumed in 2021 after a decade-long stalemate. Key issues: IPR,
government procurement, data localisation, and geographical
indications.

MNC

Multinational Corporation — a firm with operations in multiple countries.
India needs MNCs both as FDI sources and as partners for technology
transfer, while simultaneously building domestic champions.

NRL

Numaligarh Refinery Limited — located in Golaghat, Assam. A major
public-sector undertaking in Northeast India. Relevant for APSC:
energy security, Assam's industrial base, and Northeast development.

OIL India

Oil India Limited — a Navratna CPSE headquartered in Duliajan,
Assam. Pioneer of oil exploration in Northeast India since 1958.
Relevant for APSC in context of energy federalism and state revenues.

Brahmaputra / Act East

The Brahmaputra river corridor is central to Northeast India's
connectivity and trade with Southeast Asia. Under the Act East Policy,
inland waterways on the Brahmaputra (National Waterway 2) are being
developed for cargo and passenger movement.
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SECTION 2: MAIN ARGUMENTS AND SUBSTANTIVE

PARTS

CORE THESIS

The central argument is this: resilience is not the same as self-reliance. Self-reliance is an
instinctive but ultimately insufficient response to global disorder. True national resilience requires
both domestic economic strength AND proactive international ambition — working simultaneously,
not sequentially. The two are mutually reinforcing, not alternatives.

2.1 Critique of the Self-Reliance Reflex

» After geopolitical shocks — Galwan 2020, COVID-19, global supply chain disruptions — India's
instinct was to 'turn inward': restrict FDI from China, limit imports, and push Atmanirbharta. This
was understandable but insufficient as a long-term strategy.

* India remains structurally dependent on others — for energy (oil imports), specialised
machinery, aircraft, intermediate chemicals, and electronic components. No policy rhetoric
changes these physical realities quickly.

» The empirical evidence against excessive import restriction is stark: post-Galwan restrictions did
not reduce India's dependence on China. Instead, India's imports from China doubled to over
$120 billion, while exports to China stagnated at under $20 billion, producing a $100 billion trade
deficit. Protectionism without competitiveness-building creates perverse outcomes.

+ The lesson from India's own history (post-1991 reforms) is instructive: the economic
liberalisation triggered by the 1991 crisis, which forced openness to imports and foreign
competition, produced India's first globally competitive sectors — IT services and
pharmaceuticals. The competitive pressure of openness, not protection, created champions.

2.2 The Case for Interdependence as Strategy

* The alternative to self-reliance is not dependence — it is strategic interdependence. The goal is
to be so valuable to so many countries that isolation becomes costly for everyone, not just for
India.

* Interdependence works in two directions: India should want others to be dependent on it — for
software services, generic medicines, skilled professionals, and increasingly for manufactured
goods. Simultaneously, India should ensure its own dependencies are spread across multiple
partners so that no single country can hold India hostage.

* The ASEAN countries, the Gulf Cooperation Council, and even parts of Europe and Africa
already depend on India for skilled labour, IT, and pharmaceuticals. This 'soft power of supply’
needs to be deepened and broadened.

« Historical analogy: Germany's post-war prosperity was built on Ostpolitik — strategic
engagement even with adversarial neighbours — not on economic isolation. Japan's industrial
policy combined aggressive domestic R&D with deep integration into global markets. These
models are instructive for India.
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2.3 Domestic Strength: Non-Negotiable Foundation

Medium-term macroeconomic fundamentals — decent growth, low inflation, substantial foreign
exchange reserves (~$650 billion), and healthy bank balance sheets — provide the fiscal space
for strategic investments. But macroeconomic stability alone is not a competitive advantage.

Structural transformation of the economy requires building globally competitive firms. The
reform cycle post-1991 was characterised by 'churn' — competitive pressure that eliminated
weaker firms and nurtured stronger ones. This productivity churning has slowed in recent years
and needs to be reinvigorated through policy.

The best catalyst for domestic competitiveness is competitive import pressure. Firms that
compete against the world's best at home become capable of competing abroad. This is the
fundamental mechanism behind export success in East Asia — firms were tested in domestic
markets open to foreign competition before being supported in global markets.

India's large domestic market (1.4 billion consumers, growing middle class) is simultaneously an
advantage and a trap. It reduces the pressure to compete internationally. Policy must
consciously push firms beyond the comfort zone of the domestic market through R&D
mandates, export incentives, and competitive procurement.

2.4 International Ambition: The Missing Ingredient

India's trade negotiations are too tentative and defensive. The flurry of FTA negotiations needs
to be translated into real liberalisation and strategic positioning, not just diplomatic activity.

Close relationships with West Asian countries (UAE, Saudi Arabia, Oman, Qatar) — built on the
Indian diaspora and energy trade — should be leveraged to deepen investment flows,
technology partnerships, and services trade, not just remittances and oil imports.

India's claim to speak for the Global South rings hollow if it does not simultaneously strengthen
trade and diplomatic ties with Latin America, Africa, and Southeast Asia — regions where China
is aggressively expanding its footprint through infrastructure financing, technology supply, and
political engagement.

The real prize is the 'Rest of Asia without China' — a market three times India's GDP — plus
West Asia, Turkey, Africa (over $5 trillion combined), and Latin America (over $7 trillion). These
markets combined dwarf the US and China individually. India's firms need to become genuinely
comfortable operating in these geographies.

2.5 The R&D Imperative

India's in-house R&D spending at 0.7% of GDP must grow to at least 2% (world average) as a
medium-term target. The aspiration should be to match the top 10-20 global firms in each
industry in R&D-to-revenue ratios. Currently, most Indian conglomerates allocate less than 0.5%
of revenues to R&D — a fraction of global counterparts.

R&D investment is not merely about generating patents. It is about building absorptive capacity
— the organisational ability to understand, adapt, and build upon global technological
developments. Without in-house R&D, firms remain perpetual licensees, unable to innovate at
the frontier.

Benchmarking questions that every Indian industry should be asking: How many patents per
billion dollars of revenue? How many researchers per thousand employees? What fraction of
revenues come from products launched in the last five years? These metrics separate
innovation leaders from laggards.
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* The pharmaceutical industry's success in generics proves that R&D investment pays off —
Indian firms mastered process chemistry through sustained in-house R&D over decades. The IT
industry's success in services was similarly built on continuous skill investment. These
templates need to be applied to other sectors: electronics, advanced manufacturing, clean
energy, and defence.

COUNTERARGUMENTS — For a Balanced UPSC Answer

1. National Security Lens: Critics argue that strategic interdependence creates vulnerabilities —
overdependence on adversarial countries for critical inputs (like semiconductors from Taiwan) can
be weaponised in conflict. Diversification, not liberalisation, is the safer strategy.

2. Domestic Industry Protection: Infant industry arguments remain valid for emerging sectors
(semiconductors, EV batteries, drones). PLI schemes and strategic tariff protection may be
necessary for industrial policy to work.

3. Social Cost of Competition: Openness to imports and competitive pressure can cause job losses
and dislocation in labour-intensive sectors. Political economy constraints make rapid liberalisation
difficult.

4. Asymmetric FTAs: India's past FTAs (especially with ASEAN) led to widening trade deficits in
some sectors. Careful sequencing and domestic capacity-building must precede further
liberalisation.

5. Global South Solidarity: India's aspiration to lead the Global South may be compromised if it too
eagerly integrates into the US-led trade and technology architecture, alienating fellow developing
nations.
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SECTION 3: HISTORICAL EVOLUTION OF THE ISSUE

3.1 Pre-Independence Foundations (Before 1947)

» Colonial economic policy systematically de-industrialised India through discriminatory tariffs,
free trade imposed on a captive market (Drain of Wealth — Dadabhai Naoroji), and the
destruction of traditional industries (especially textiles). This created a deep psychological and
structural legacy favouring protectionism after independence.

* Indian nationalist economic thought (R.C. Dutt, M.G. Ranade, Bal Gangadhar Tilak's Swadeshi
movement) emphasised indigenous production as both an economic and political imperative.
The Bombay Plan (1944) — drafted by leading Indian industrialists — called for state-led
industrialisation with selective protection.

» Gandhi's philosophy of Gram Swaraj and local self-sufficiency contrasted with Nehru's vision of
large-scale modern industrialisation, setting up an enduring tension in Indian economic policy
between self-reliance and modernisation.

3.2 Nehruvian Era: The Mixed Economy and Import Substitution (1947-1964)

* India adopted a mixed economy model combining public sector dominance in ‘commanding
heights' (steel, coal, heavy machinery) with private sector operation in consumer goods. The
Industrial Policy Resolution 1948 and 1956 established this framework.

* Import Substitution Industrialisation (ISI) became the dominant paradigm: high tariff walls,
import licensing (the 'Licence Raj'), and quantitative restrictions were used to nurture domestic
industry. Foreign exchange was rationed through FERA (Foreign Exchange Regulation Act).

» The rationale was sound in principle — infant industry protection during the learning phase —
but implementation failures (rent-seeking, inefficiency, technological stagnation) made ISI
increasingly dysfunctional over time. India built heavy industry but failed to develop globally
competitive manufacturing.

* Northeast India was integrated into national development planning largely as a peripheral region
— a supplier of raw materials (tea, oil, timber) rather than a centre of industrialised production.
This structural marginalisation persists in modified form even today.

3.3 Crisis and Stagnation (1965-1990)

+ The wars of 1962 and 1965, two successive droughts (1965-66), and the oil shocks of 1973 and
1979 exposed India's economic vulnerabilities. The 'Hindu rate of growth' (~3.5% annually)
reflected structural inefficiencies of the protected economy.

» Indira Gandhi's nationalisation drives (banks 1969, insurance, mines) deepened state control
but did not improve productivity. The Emergency period (1975-77) and its reversal reinforced
political instability as an economic drag.

* The technology gap with East Asian economies — which were simultaneously building export-
oriented manufacturing capacity — widened dramatically during this period. South Korea,
Taiwan, Singapore, and later China all chose export-led growth over ISI.

+  FERA, MRTP (Monopolies and Restrictive Trade Practices Act), and industrial licensing
together constituted one of the most restrictive business environments in the world, stifling
entrepreneurship and innovation.
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3.4 Liberalisation and the Reform Decade (1991-2004)

The 1991 balance of payments crisis — with foreign exchange reserves covering barely two
weeks of imports — forced structural adjustment. PM Narasimha Rao and Finance Minister
Manmohan Singh unveiled a landmark reform package: industrial delicensing, reduced tariffs,
partial capital account liberalisation, and rupee devaluation.

The reform unleashed the IT and software services sector, which had been constrained by
foreign exchange restrictions on computer imports. NASSCOM grew from a marginal body to
representing a $245 billion export industry.

Pharmaceutical companies — already building generic chemistry capabilities — expanded
aggressively after TRIPS obligations under WTO required India to recognise product patents
from 2005, creating competitive pressure that actually accelerated Indian firms' R&D in process
innovation.

But manufacturing did not transform as expected. While services boomed, India did not replicate
China's factory-floor integration into GVCs. Labour law rigidities, land acquisition difficulties, and
infrastructure gaps remained structural barriers.

3.5 High Growth and New Challenges (2004-2014)

India's high-growth decade (2003-08) saw GDP growth averaging 8-9%, FDI inflows surge, and
India emerge as a significant player in global economic governance (G20). The UPA
government's focus on inclusive growth (MGNREGA, RTI, RTE, NRHM) added social
dimensions to economic expansion.

India negotiated FTAs with ASEAN (2010), Japan (2011), and South Korea (2010). These
brought mixed results — significant imports from partner countries expanded, while Indian
exports did not grow proportionally in all sectors.

The global financial crisis (2008-09) tested India's resilience. The country recovered faster than
advanced economies, partly due to domestic demand strength and partial capital account
insulation. But the crisis also revealed vulnerabilities in India's current account and export
dependency on services.

3.6 Modi Era: Atmanirbharta and Strategic Recalibration (2014—Present)

The Make in India (2014), Startup India (2016), PLI Schemes (2020), and PM GATI SHAKTI
(2021) represent a comprehensive industrial policy revival, combining infrastructure investment,
production incentives, and ease of doing business reforms.

The Galwan Valley clash (2020) triggered a significant strategic recalibration — restrictions on
Chinese apps, FDI restrictions from border-sharing countries, and greater emphasis on supply
chain diversification. India sought to position itself as an alternative global manufacturing hub as
companies looked to de-risk from China.

The National Education Policy 2020, the Production Linked Incentive (PLI) schemes (covering
14 sectors including mobiles, pharmaceuticals, solar modules, and speciality steel), and the
Semiconductor Mission (2021) represent conscious efforts to build domestic industrial and
technological capacity.

India's G20 Presidency (2023) and its articulation of '"Vasudhaiva Kutumbakam' (the world is one
family) as a foreign policy framework reflects the aspiration for a leadership role that transcends
bloc alignments and reflects genuine interdependence thinking.

For Northeast India: The Act East Policy, development of Integrated Check Posts (ICPs) at
Moreh and Dawki, Bogibeel Bridge (rail-road bridge on Brahmaputra), and NE Industrial
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Development Scheme are reshaping the region's connectivity and economic integration with
Southeast Asia.
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SECTION 4: LOGICAL AND PHILOSOPHICAL BASE

4.1 Foundational Logic of the Argument

* The argument rests on the fallacy of the false dichotomy — that one must choose between self-
reliance and integration. The author's logical move is to dissolve this binary by showing that
both are necessary and mutually reinforcing. This is dialectical reasoning: thesis (self-reliance)
+ antithesis (dependence/openness) — synthesis (strategic interdependence).

* The empirical base is falsificationist in the Popperian sense: the claim that self-reliance
produces resilience is tested against observable data (India-China trade figures post-Galwan)
and found empirically wanting. This anchors the philosophical argument in verifiable evidence,
making it suitable for UPSC answers that demand both normative reasoning and empirical
grounding.

4.2 Rawlsian Justice and Economic Interdependence

+ John Rawils' 'Difference Principle' (from A Theory of Justice, 1971) holds that economic
inequalities are just only if they benefit the least advantaged members of society. Applied to
India's trade and industrial policy, this demands that the gains from international
interdependence — FDI inflows, export growth, technology transfer — must be translated into
employment, skill development, and income gains for the economically marginalised.

+ Rawls' 'Law of Peoples' (1999) extends justice to international relations, arguing that nations
have duties to assist 'burdened societies.' For India as an aspiring leader of the Global South,
this implies that its trade policy must not merely serve Indian corporate interests but must also
contribute to development outcomes for partner nations in Africa and Southeast Asia.

4.3 Amartya Sen: Capability Approach and Development as Freedom

+ Sen's Capability Approach (Development as Freedom, 1999) shifts the metric of national
progress from GDP and trade statistics to the expansion of human capabilities — the real
freedoms people have to live lives they have reason to value. Applied here: the argument for
building competitive firms and R&D capacity is not merely about national economic power, but
about expanding the capability of Indian workers, scientists, and entrepreneurs to participate
fully in the global innovation economy.

» Sen's critique of 'opulence as development' warns against measuring India's resilience solely
through export figures or FDI numbers. Genuine resilience requires capabilities distributed
across the social structure — educated workers, entrepreneurial small businesses, accessible
finance, and functional institutions.

4.4 Kautilya's Arthashastra: Strategic Realism

« Kautilya's concept of 'Saptanga’ (the seven elements of state power — Swami, Amatya,
Janapada, Durga, Kosha, Danda, Mitra) provides an ancient Indian framework for thinking about
national resilience. 'Kosha' (treasury/economic strength) and 'Mitra' (allies/international
relationships) are both essential — pure military strength (Danda) without economic depth and
alliances is insufficient.
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Kautilya's diplomatic 'Mandala' theory recognises the complexity of interstate relations:
neighbours are potential rivals, but the neighbour's neighbour is a potential ally. This maps onto
India's Act East Policy — ASEAN countries are not just trade partners but strategic
counterweights to Chinese regional dominance.

The concept of 'Rajamandala’ implies that a powerful state must simultaneously cultivate
multiple relationships at different levels of proximity and alignment — exactly the argument for
strategic interdependence over unilateral self-reliance.

4.5 Gramsci: Hegemony, Counter-Hegemony, and Soft Power

Antonio Gramsci's concept of 'hegemony' — the achievement of dominance through cultural
and intellectual leadership, not just coercive power — is relevant to India's aspiration to lead the
Global South. India must build 'hegemonic consent': other nations should see Indian leadership
as genuinely beneficial to them, not merely as a geopolitical manoeuvre.

For India's IT, pharmaceutical, and cultural exports to translate into strategic influence, they
must serve the development needs of partner countries — affordable medicines, accessible
technology, educational exchange — not just commercial interests. This is the Gramscian
argument for 'subaltern solidarity' in India's foreign economic policy.

4.6 Liberal Institutionalism: Interdependence and Peace

Keohane and Nye's 'complex interdependence' theory argues that when states are economically
interdependent across multiple issue areas, the cost of conflict rises prohibitively. This is the
theoretical foundation for the argument that India's integration into global value chains, trade
agreements, and multilateral institutions reduces the risk of interstate conflict while
simultaneously building economic capabilities.

The European Union is the empirical validation of this theory — nations that fought catastrophic
wars in 1914-45 became economically integrated to the point where war between them became
unthinkable. India's Act East Policy draws on this logic for building durable peace in Southeast
Asia.

4.7 Habermas: Deliberative Democracy and Trade Policy

Jurgen Habermas' theory of communicative action holds that legitimate policy emerges from
inclusive public deliberation, not technocratic imposition. India's trade liberalisation — and its
political sustainability — requires genuine democratic deliberation: farmers, workers, SMEs, and
marginalised communities must have voice in shaping FTA terms.

The collapse of India's bid to join RCEP (2019) — driven partly by fears of agricultural market
flooding — illustrates the Habermasian tension between technocratic optimality and democratic
legitimacy. Sustainable trade policy must resolve this tension through inclusion, not imposition.
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SECTION 5: NEW FEATURES AND UNIQUE IDEAS

5.1 Novel Ideas in the Interdependence Framework

+ 'Exit as Partner of Entry': The idea that competitive domestic markets — where weak firms
exit and strong firms emerge — is the essential precondition for export success. This is a subtler
and more rigorous formulation than simply advocating 'ease of doing business.' It implies that
the government must resist the temptation to protect incumbents, even politically connected
ones.

* 'Dependence as Leverage': Flipping the conventional view that being depended upon is a
vulnerability, and arguing instead that India should strategically cultivate situations where others
depend on it for critical goods and services (medicines, software, skilled labour). Dependence
thus becomes a source of diplomatic influence — analogous to OPEC's oil leverage, but with a
broader and more benign portfolio.

* 'Global South Claim requires Global South Deed': The observation that India's claim to
represent the Global South is credible only if backed by actual commercial, diplomatic, and
development engagement — not just rhetorical positioning in multilateral forums.

* Five-Times R&D Target: The specific, measurable proposal that India must grow its in-house
R&D from the current 0.3% of GDP to 1.5% (five times current) as a concrete, time-bound policy
goal. This is far more actionable than generic 'innovation ecosystem' language.

* Benchmarking to Top Global Firms: Instead of benchmarking Indian R&D against national
averages, the proposal to benchmark against the top 10-20 global firms in each sector changes
the reference standard fundamentally — it forces Indian boardrooms to confront the real gap,
not the comforting relative performance against domestic peers.

5.2 Feasibility Assessment

Novel Idea Feasibility Assessment

Five-Times R&D Feasible but requires sustained policy commitment. Tax
Investment Target incentives (weighted deductions under Section 35 of
Income Tax Act), direct funding through ANRF
(Anusandhan National Research Foundation), and
mandatory R&D reporting for listed companies can create
the enabling environment. Challenge: private sector risk
aversion and short-termism.

India as Alternative to Partially achievable. India has successfully attracted

China in GVCs electronics (Apple suppliers), semiconductor packaging,
and pharmaceutical manufacturing. Full substitution is
unrealistic due to China's infrastructure depth and
ecosystem completeness. Realistic goal: capture 10-15% of
China's current GVC share in 5-7 sectors.

CPTPP Membership Long-term possibility. India would need to align IP, e-
commerce, labour, and environmental standards with
CPTPP requirements. Agricultural market access demands

Compiled for Sourobh | Interdependence, Strategic Autonomy & Global Competitiveness | Batch 2026



UPSC CSE & APSC 2026 | Building a Resilient India | Page 14

would be the most politically difficult. A preparatory period of
5-7 years with domestic reforms is realistically required.

Strategic Interdependence
in Africa and LatAm

Largely untapped but feasible. India has comparative
advantages in pharmaceuticals, IT, dairy, and engineering
services that are highly valued in these regions. The
challenge is logistics, trade finance, and diplomatic
investment. India Exim Bank and ITEC (Indian Technical
and Economic Cooperation) are existing platforms to scale.

Firm-Level Benchmarking
and R&D Accountability

Immediately feasible through SEBI disclosure mandates for
listed companies, industry association benchmarking
reports, and government procurement preferences for high-
R&D firms. Cultural resistance from promoter-driven
conglomerates is the main obstacle.
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SECTION 6: SUSTAINABILITY OF THE IDEA

6.1 Environmental Sustainability

* India's integration into GVCs and industrial expansion must be anchored in the green transition.
Export competitiveness in the future will increasingly be determined by carbon footprint — the
EU's Carbon Border Adjustment Mechanism (CBAM) will impose a carbon price on imports from
high-emission countries from 2026.

* R&D investment in clean energy (solar, hydrogen), sustainable agriculture, and circular
economy technologies is not just environmentally imperative but commercially strategic. India's
massive renewable energy expansion (500 GW target by 2030) creates domestic demand for
green technology — a seed bed for future export competitiveness.

* Northeast India's ecological richness — biodiversity hotspot, Brahmaputra basin, carbon sink
forests — must be protected even as the region develops its connectivity and industrial base.
Act East Policy infrastructure must be designed with environmental safeguards to prevent
irreversible ecological damage.

6.2 Constitutional and Legal Sustainability

* India's trade policy must be consistent with constitutional obligations — especially Directive
Principles on equitable distribution of wealth (Article 39), protection of workers' rights (Articles
41-43), and the right to livelihood (interpreted under Article 21 by the Supreme Court).

» International trade agreements increasingly include investment protection clauses (Investor-
State Dispute Settlement — ISDS) that can limit the government's right to regulate in public
interest. India has been cautious about ISDS provisions following adverse awards under the
India-Mauritius BIT framework. Future FTAs must preserve 'policy space' for developmental
regulation.

+ The Constitutional provisions on federalism (Seventh Schedule) mean that trade policy must
account for states' interests — particularly in agriculture and land acquisition. The failure of the
farm laws (2020) due to insufficient federal consultation is a cautionary tale.

6.3 Ethical Sustainability

» Strategic interdependence must not become a cover for exploitative relationships. India's
growing economic relationships with resource-rich African and Southeast Asian nations carry a
responsibility: to offer genuinely development-oriented partnerships, not mere resource
extraction or market capture — the very pattern India critiques in Chinese 'debt trap diplomacy.

* R&D advancement and technological leadership carry ethical obligations around equitable
access — to medicines, to digital infrastructure, to educational technology. India's
pharmaceutical sector's role as the 'pharmacy of the world' provides a model: commercial
success and global access need not be in tension.

6.4 Societal Sustainability

» For strategic interdependence to be politically sustainable, its benefits must be broadly
distributed. If FTAs primarily benefit large corporations and skilled professionals while hurting
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farmers, artisans, and unskilled workers, political backlash will reverse the policy — as has
happened in multiple countries including the USA (Trump 2016 and 2024).

» Skilling, social protection (unemployment insurance, health coverage), and place-based
industrial policy (directing investments to lagging regions like Northeast India) are essential

complements to trade liberalisation. Without these, the political economy of openness becomes
untenable.
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SECTION 7: CHALLENGES RELATED TO THE ISSUE

7.1 Structural / Implementation Challenges

Infrastructure Deficit: India's logistics costs (13-14% of GDP vs. 8% for China) remain a severe
competitive handicap. Road, rail, port, and cold chain infrastructure gaps raise the delivered
cost of Indian goods in international markets, undermining price competitiveness.

Labour Market Rigidity: India's complex labour laws (before consolidation into four Labour
Codes) historically discouraged large-scale formal manufacturing. Even with the Labour Codes,
implementation at state level is uneven. The informal sector absorbs 90%+ of the workforce but
cannot participate in GVC-linked production at scale.

Financial System Gaps: Indian firms — especially MSMEs — face high borrowing costs, limited
long-term capital, and restricted access to risk finance (venture capital and private equity). R&D
investment requires patient capital with a long payback period, which the Indian banking system
is structurally ill-suited to provide.

Technology Absorption Capacity: The gap between R&D spending intention and productive
output depends on the quality of human capital, university-industry linkages, and IP
commercialisation infrastructure. India's university system ranks poorly in global research
output. The gap between IITs/lISc (world-class) and the remaining higher education institutions
(mediocre) creates a talent bottleneck.

7.2 Geopolitical / External Challenges

China's Competitive Pressure: China's industrial policy, export subsidies, state financing, and
technological advancement across semiconductors, EVs, solar, and Al mean that India's
aspirational sectors face a formidable and well-resourced competitor. Competing with China on
price alone is a race to the bottom.

US-China Decoupling Risks: India's positioning as a 'strategic partner' of the USA while
maintaining economic ties with China involves navigating increasingly explicit technology and
trade restrictions. US export controls on semiconductors (CHIPS Act, EAR regulations) and
pressure on allies to exclude Chinese tech create difficult choices for India.

Protectionist Backlash in Partner Countries: Rising economic nationalism globally — in the USA,
EU, and emerging markets — makes market access harder to secure even with FTAs.
Regulatory barriers (non-tariff measures), product standards, and digital data restrictions
increasingly replace tariff barriers.

Terrorism and Regional Instability: The fragility of India's neighbourhood — Pakistan (nuclear
flashpoint), Afghanistan (Taliban-controlled), Myanmar (military junta and civil war), and Sri
Lanka (recent economic crisis) — disrupts regional trade, creates refugee pressures, and
complicates Act East Policy implementation through contested connectivity corridors.

7.3 Political Economy / Stakeholder Resistance

Agrarian Interests vs. Trade Liberalisation: India's 150 million farm households are acutely
sensitive to import competition. Any FTA that opens agriculture — dairy, pulses, oilseeds, fruits
— without adequate domestic safeguards risks severe rural distress and political backlash, as
the RCEP experience showed.
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Incumbent Industry Lobbying: Established industries with high import tariff protection (steel,
chemicals, some electronics) lobby intensely against liberalisation even when it would benefit
downstream users and consumers. Rent-seeking in trade policy is a persistent political
economy challenge.

Short-Term Profit Horizon vs. R&D Investment: India's predominantly promoter-driven corporate
culture prioritises short-term returns and dividend payouts over long-gestation R&D
investments. Institutional investors have insufficient leverage to force R&D commitment. This is
fundamentally a corporate governance challenge.

Federalism and State Variation: India's 28 states have very different economic structures,
infrastructure quality, and policy environments. A national industrial policy works only if states
align — as the PLI scheme requires 'plug-and-play' infrastructure from states that many cannot
currently provide.

7.4 Northeast India Specific Challenges

Connectivity Bottlenecks: Despite Bogibeel Bridge, NW-2 (Brahmaputra), and the Indo-
Bangladesh connectivity corridor, Northeast India's connectivity to Southeast Asian markets
remains inadequate. The Kaladan project (via Myanmar) faces security challenges due to
Myanmar's civil conflict. Alternative routes through Bangladesh require complex diplomatic
management.

Insurgency and Security Concerns: Residual insurgencies (ULFA-I, various Naga factions,
Meitei-Kuki conflict in Manipur) create uncertainty for investors and disrupt supply chains. The
Bodo Peace Accord (2020) improved the situation in Western Assam, but sustainable peace
across the region remains a work in progress.

Ecological Fragility: Northeast India's biodiversity (part of the Indo-Burma Biodiversity Hotspot)
is under threat from development pressures. Any industrial expansion — hydropower,
infrastructure, mining — must navigate strict environmental safeguards including Forest
(Conservation) Amendment Act 2023 provisions.
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SECTION 8: MULTIDIMENSIONAL ANALYSIS

8.1 Social Dimension

» Competitiveness-driven growth must be inclusive. India's working population (labour force ~600
million) is predominantly low-skilled. Export-led growth in labour-intensive manufacturing
(garments, footwear, electronics assembly) has the highest potential for job creation and social
mobility — more so than capital-intensive or high-tech industries in the short term.

+ The female labour force participation rate (FLFPR) — around 37% in India vs. 61% globally —
represents a massive untapped competitive resource. Countries that successfully integrate
women into manufacturing (Bangladesh's garment sector is the paradigmatic example) gain
significant productivity and export advantages.

»  Skill mismatch between educational outputs and industry needs is a structural social challenge.
India produces millions of graduates annually but too few with industry-relevant technical and
analytical skills. The NSQF (National Skills Qualifications Framework) and Skill India Mission
are partial responses.

* Northeast Angle: Assam's tea gardens employ over 700,000 workers (predominantly Adivasi
and marginalised communities) in a sector facing structural headwinds. Diversification into
horticulture, food processing, and tourism requires targeted skill development and market
linkage investments.

8.2 Political Dimension

* India's democratic system creates a unique tension between long-term strategic policy and
electoral cycles. Trade liberalisation and industrial restructuring impose costs that are
immediate and concentrated (job losses, business closure) while delivering benefits that are
diffuse and delayed (cheaper inputs, consumer surplus, new jobs). Politicians rationally resist
costs and court beneficiaries of protection.

« The political mobilisation around Atmanirbharta — framed as national dignity and sovereignty —
taps into deep public sentiments shaped by colonial history. Any alternative framework
(including strategic interdependence) must be communicable in terms that resonate with voters,
not just economists.

» India's federal structure creates both opportunity (policy experimentation at state level) and
constraint (collective action problems in national trade policy). States like Gujarat, Tamil Nadu,
Karnataka, and Maharashtra have independently built competitive industrial ecosystems — their
models offer lessons for lagging states.

* The Opposition's critique of trade liberalisation as 'surrendering to multinationals' reflects a
genuine political economy tension that must be addressed through transparent negotiation
processes, parliamentary scrutiny of FTA terms, and safeguard mechanisms.

8.3 Legal Dimension

* India's legal framework for trade and investment includes: Foreign Trade (Development and
Regulation) Act 1992, FEMA 1999, Competition Act 2002, and sector-specific regulations.
These frameworks need continuous updating to reflect digital trade, GVC participation, and
investment protection norms.
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The Patent (Amendment) Act 2005 brought India into TRIPS compliance. Section 3(d) — which
prevents 'evergreening' of pharmaceutical patents — has been upheld by the Supreme Court
(Novartis case, 2013) and represents a landmark balance between innovation incentives and
access to medicines.

Investment treaty arbitration (ISDS) remains a contested legal domain. India terminated or
renegotiated many bilateral investment treaties after the Dabhol/Enron and Vodafone
retrospective taxation controversies. India's 2016 Model BIT now limits ISDS to narrow
circumstances, preserving regulatory sovereignty.

Competition law (CCl — Competition Commission of India) plays a crucial role in the
interdependence framework: ensuring that global firms entering India do not engage in
predatory pricing or abuse of dominance while simultaneously not using competition law to
protect inefficient domestic incumbents.

8.4 Ethical Dimension

The ethics of international trade involves distributional justice questions: who bears the costs of
adjustment (displaced workers, affected communities), and who captures the gains
(shareholders, consumers, skilled workers)? Ethical trade policy demands explicit redistribution
mechanisms.

India's pharmaceutical industry's refusal to supply patented medicines at affordable prices to
developing countries (before the Doha Declaration 2001 clarified TRIPS flexibilities) was an
ethical failure. India's current pharmaceutical leadership — supplying affordable generics to
Africa — represents a redemption of sorts.

Corporate governance ethics — particularly in R&D — involves honest reporting of actual
versus claimed innovation activity, avoiding 'innovation washing,' and genuine commitment to
technological advancement rather than marketing expenditure relabelled as R&D.
Environmental ethics in GVC participation: Indian firms should not compete on the basis of
weaker environmental or labour standards. 'Regulatory arbitrage' — exploiting lower standards
to gain cost advantages — undermines sustainable competitiveness and damages India's
international reputation.

8.5 International Dimension

India's foreign policy 'multi-alignment' — maintaining productive relationships with the USA,
Russia, China, EU, Gulf, and ASEAN simultaneously — is the diplomatic expression of strategic
interdependence. This approach maximises India's bargaining power while avoiding the rigidity
of formal alliances.

The Quad (India, USA, Australia, Japan) represents a security-adjacent expression of
interdependence — coordinating on maritime security, technology supply chains, and pandemic
preparedness without forming a formal military alliance. IPEF (Indo-Pacific Economic
Framework) is the trade-adjacent expression, though India has been selective in its
commitments.

India's voice in the WTO, G20, and UN Security Council (reform aspiration) is amplified by its
economic weight. Increasing trade volumes, R&D capacity, and technological leadership directly
strengthens India's multilateral diplomatic leverage.

The Russia-Ukraine war's economic consequences — energy shocks, food price inflation,
supply chain disruptions — demonstrated the strategic importance of India's oil diplomacy.
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India's purchase of discounted Russian crude (while maintaining Western relationships)
exemplifies interdependence-as-leverage in practice.

8.6 Economic Dimension

Trade Policy and Macroeconomic Stability: FTA commitments must be compatible with India's
current account sustainability. Rapid import liberalisation without corresponding export
competitiveness can widen the current account deficit, pressure the rupee, and trigger capital
flight.

Industrial Policy and Market Efficiency: The PLI scheme represents a return to active industrial
policy — selective support for priority sectors to help them scale and achieve global
competitiveness. The theoretical basis is the 'new industrial economics' literature (Dani Rodrik,
Ha-Joon Chang) that justifies industrial policy when market failures (coordination failure,
learning externalities) would otherwise prevent industrialisation.

R&D Economics: Investment in R&D has positive externalities — knowledge spillovers benefit
not just the investing firm but the entire industry and economy. This justifies government
subsidies and tax incentives for private R&D. The Anusandhan National Research Foundation
(ANRF) — proposed with a Rs. 50,000 crore corpus — reflects this economics.

Trade Finance and Export Credit: Indian exporters face higher trade finance costs than
competitors from countries with better-developed export credit systems. EXIM Bank's
capitalization and risk coverage needs expansion to compete with China's well-funded policy
banks.

Northeast Economic Angle: Assam's GSDP (~Rs. 4 trillion) is driven by agriculture (tea, paddy),
petroleum products, and services. Industrial diversification — leveraging Act East connectivity
for electronics assembly, food processing, and eco-tourism — requires targeted infrastructure
investment, skill development, and governance reforms. OIL India and NRL are anchors for
technology spillovers in the Brahmaputra Valley industrial corridor.
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SECTION 9: LINKAGES WITH NCERTs

Class Xl Political Science
— Indian Constitution at
Work

Ch. 7 (Federalism): Trade policy involves Centre-State
coordination under the Seventh Schedule. Foreign trade is a
Union List subject, but agriculture and land are State subjects
— creating tensions in FTA negotiations that directly relate to
federal balance.

Class XI Economics —
Indian Economic
Development

Ch. 2 (Indian Economy 1950-1990): ISI, Licence Raj,
Planning Commission — foundational for understanding why
India was not competitive before 1991. Ch. 3 (Liberalisation,
Privatisation, Globalisation): Direct conceptual foundation for
the entire module — explains the 1991 reforms, FDI, trade
liberalisation.

Class Xll Economics —
Introductory
Macroeconomics

Ch. 5 (Government Budget): Fiscal policy choices between
consumption spending and R&D investment. Ch. 6 (Open
Economy): Current account, trade balance, exchange rates —
essential for understanding the consequences of trade
liberalisation.

Class XlI Political
Science — Contemporary
World Politics

Ch. 2 (US Hegemony): Power dynamics in global trade are
shaped by US hegemony — India must navigate this while
pursuing strategic autonomy. Ch. 4 (Alternative Centres of
Power): Rise of China, ASEAN, EU as alternative poles —
India's multipolarity aspiration.

Class X Social Science —
Economics

Ch. 4 (Globalisation and the Indian Economy): Foundational
concepts of FDI, MNCs, trade openness, and their social
impacts. Excellent for understanding the political economy
tension between globalisation's winners and losers.

Class Xll Sociology —
Social Change in India

Ch. 5 (Patterns of Social Inequality): Economic inequality as
an outcome of trade and globalisation — relevant to the
distributional ethics of trade policy.

Class Xl Geography —
Fundamentals of
Physical Geography

Ch. 11 (Water in the Atmosphere), Ch. 15 (Life on the Earth):
Northeast India's ecological context — Brahmaputra
hydrology and biodiversity — critical for Act East Policy's
environmental dimensions.

Class Xll Geography —
India: People and
Economy

Ch. 10 (Transport and Communication): Infrastructure deficit
(roads, railways, ports) as barrier to competitiveness. Ch. 11
(International Trade): Trade composition, commodity
concentration, direction of trade — directly relevant.
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SECTION 10: LINKAGES WITH UPSC CSE SYLLABUS

Paper / Section Specific Syllabus Topic and Relevance

GS Paper i Bilateral, Regional, and Global Groupings and Agreements
involving India and/or affecting India's interests — FTAs,
CPTPP, Quad, IPEF, India-EU BTIA negotiations.

GS Paper i Effect of policies and politics of developed and developing
countries on India's interests — US-China tech war, EU
CBAM, protectionist trends globally and their impact on India.

GS Paper i Important International Institutions — WTO, G20, UNCTAD,
and their role in shaping trade rules. India's negotiating
positions and interests.

GS Paper i India and its Neighbourhood — Relations with Bangladesh,
Myanmar, Thailand in context of Act East Policy; Northeast
India connectivity.

GS Paper Il Indian Economy and issues relating to Planning, Mobilisation
of Resources, Growth, Development and Employment — PLI,
Make in India, industrial policy.

GS Paper il Inclusive Growth and issues arising from it — Distribution of
gains from trade and technology across income groups.

GS Paper il Effects of Liberalisation on the Economy — Post-1991
transformation of Indian industry; services sector growth;
current account dynamics.

GS Paper il Technology, Economic Development, War, Security, Crime,
and International Relations — Technological competitiveness,
R&D policy, proprietary technology.

GS Paper il Science and Technology — Developments and their
applications and effects in everyday life — Innovation
ecosystem, ANRF, semiconductor policy.

GS Paper il Internal Security Challenges — NE insurgencies' economic
dimensions; Act East Policy and security-development nexus
in Assam.

GS Paper IV (Ethics) Probity in Governance — Ethical trade negotiations, avoiding

conflict of interest in policy formulation; corporate R&D ethics.

GS Paper IV (Ethics) Attitude and Foundational Values — Duty to future
generations (sustainability); fairness in distributional outcomes
of trade policy (Rawls).

Essay 'Competitiveness is the new form of sovereignty' — Core
argument maps directly onto this theme. 'Interdependence,
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not isolation, is the future of global governance.' 'India at the
crossroads: domestic strength and global ambition.'

APSC Specific Assam's economy, OIL India, NRL, Brahmaputra waterways,
Act East Policy as gateway through Northeast, Bodo Peace
Accord's economic dimensions, Northeast's connectivity
challenges.
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SECTION 11: BEST LINKAGES — SYLLABUS,

PHILOSOPHY & EPISTEMOLOGY

UPSC EXAMINER'S EXPECTATION

The most celebrated UPSC answers don't just describe a problem — they interpret it
through multiple philosophical lenses. A student who can invoke Rawls on distributive
justice, Kautilya on statecraft, and Sen on capabilities in a single answer on trade policy
signals genuine intellectual depth. This section shows you exactly how to do that.

11.1 Deepest Syllabus-Philosophy Connections

Philosophical Thinker / Application to Resilience and Interdependence

Framework

John Rawls (A Theory of | Trade policy must pass the 'veil of ignorance' test: we would
Justice) endorse it only if we did not know whether we were a skilled
IT worker benefiting from globalisation or a textile worker
losing a job to import competition. This demands that trade
liberalisation be accompanied by robust social protection —
unemployment insurance, retraining, and healthcare — for
those who bear the adjustment costs.

Amartya Sen (Capability The goal of building competitive industries and R&D capacity
Approach) is ultimately about expanding human capabilities — of
researchers to pursue curiosity-driven science, of workers to
access productive employment, of entrepreneurs to take risks.
GDP growth and export figures are means, not ends. Policy
must be evaluated by whether it expands substantive
freedoms, not just economic aggregates.

Kautilya (Arthashastra) Strategic interdependence is fundamentally a Kautilyan
concept: the Mandala theory of concentric relationships
(friend, neutral, enemy) demands sophisticated management
of multiple relationships simultaneously, using economic
statecraft alongside military and diplomatic tools. 'Kosha'
(economic strength) is the foundation of all other state power.

Gramsci (Cultural India's aspiration to lead the Global South requires building
Hegemony) 'hegemonic consent' — others must see Indian leadership as
genuinely serving their interests, not merely advancing Indian
power. This implies development-oriented trade policies,
technology sharing, and genuine south-south solidarity.

Karl Popper Trade policy should be based on falsifiable propositions, not
(Falsificationism) ideological axioms. 'Protectionism builds competitiveness' is a
falsifiable claim — and the empirical evidence (India-China
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trade data, East Asian industrialisation, comparative industrial
policy outcomes) consistently falsifies it. Evidence-based
policy revision is an epistemological imperative.

Habermas (Deliberative Trade negotiations must be conducted with genuine
Democracy) democratic accountability — parliamentary ratification,

stakeholder consultation, impact assessments. Secret
negotiations that spring completed agreements on citizens
violate the communicative rationality principle.

Foucault Dominant narratives about trade and competitiveness — often
(Power/Knowledge) produced by Bretton Woods institutions (IMF, World Bank,

WTO) — reflect power relationships. The "Washington
Consensus' embedded particular economic assumptions that
served the interests of advanced economies. India must
critically interrogate these narratives and assert alternative
framings.

11.2 Epistemological Connections

Hermeneutics and Trade Policy Interpretation: Understanding the meaning of national
'resilience’ requires interpreting it within its historical, cultural, and political context — not
applying universal templates. India's colonial economic trauma produces a hermeneutic
disposition towards protectionism that must be consciously examined and, where appropriate,
transcended.

Pragmatism (William James, John Dewey): The American pragmatist tradition — judging ideas
by their practical consequences — offers a useful anti-dogmatic framework. Neither pure free
trade nor pure protectionism is 'true' in an absolute sense; both must be evaluated by their
actual outcomes in specific contexts. India's eclectic, case-by-case approach to trade policy has
a pragmatist logic.

Constructivism in International Relations: States' identities and interests are not fixed — they
are socially constructed through interaction and experience. India's self-image as a leading
developing nation, a technology power, and a voice of the Global South is a constructed identity
that shapes its trade strategy. Building genuine competitiveness reinforces this identity; failure
to do so hollows it out.
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SECTION 12: WAY FORWARD

12.1 Short-Term Recommendations (1-3 Years)

* Accelerate PLI Implementation with Quality Controls: PLI schemes must graduate from mere
production incentives to include mandatory R&D and export performance milestones. Firms
receiving PLI benefits should be required to demonstrate progressive increase in domestic
value addition and patent generation.

» Strengthen Trade Finance Infrastructure: Capitalise EXIM Bank adequately to provide
competitive trade finance to Indian exporters, especially MSMEs entering new markets (Africa,
Latin America, Southeast Asia). Reduce the cost differential between Indian and Chinese export
credit.

» Reform IP Regime for Innovation: While preserving Section 3(d) safeguards, streamline the
patent examination process (reduce backlog from current 5-7 years to 18 months) to make the
patent system a genuinely useful tool for Indian innovators. Establish dedicated IP courts.

* Northeast Connectivity Sprint: Complete the Kaladan project, progress Sittwe Port connectivity,
and operationalise Inland Waterway 2 (Brahmaputra) for cargo movement. Link Northeast
India's industrial hubs (Numaligarh, Guwahati, Silchar) to ASEAN markets through functioning
multimodal corridors.

12.2 Medium-Term Structural Reforms (3-7 Years)

* Double GERD to 1.5% of GDP: Launch a national mission with co-investment between
government (Anusandhan National Research Foundation) and private sector to systematically
increase R&D spending. Create 'innovation districts' around leading research universities (lISc,
lITs, AlIMS) to foster university-industry R&D collaboration.

* Negotiate Strategic FTAs with Selectivity and Scrutiny: Prioritise FTA completion with the EU
(India's largest trading partner) and UK. Pursue CPTPP membership preparatory studies.
Ensure all FTA terms are subject to parliamentary committee review and mandatory impact
assessments on vulnerable sectors.

» Build Competitive Firms Through Market Discipline: Reform the Competition Commission of
India to more aggressively address market concentration. Ensure government procurement
favours competitive, innovative firms — not just domestic incumbents. Create 'national
champions' only where genuine market failures justify it, not as general policy.

* Female Labour Force Participation Mission: Target increasing FLFPR to 45% by 2030 through
creche infrastructure, transport safety, women's skill development in manufacturing and
services, and legal reforms against workplace discrimination. This is simultaneously a growth
strategy and a social equity imperative.

12.3 Long-Term Structural Vision (7-15 Years)

» India as a Full-Stack Global Technology Power: Move from being a services and generics
exporter to owning proprietary technology platforms in semiconductors, Al, biotechnology,
quantum computing, and green hydrogen. This requires a 15-year commitment analogous to
India's space programme — patient capital, institutional depth, and sustained political will.

* Anchor Global South Leadership with Deeds: Establish a dedicated 'South-South Technology
Fund' channelling affordable Indian technology — medical devices, agricultural technology,
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digital infrastructure, clean energy — to African and Southeast Asian nations. Build the
institutional architecture for Indian equivalent of USAID or Chinese AlIB.

* Northeast India as Act East Gateway: Transform Guwahati into a genuine international city and
economic hub, leveraging its position at the intersection of South Asia and Southeast Asia.
Develop skill clusters around NRL and OIL India, build food processing zones anchored in
Assam's agricultural production, and expand eco-tourism infrastructure that respects ecological
limits.

* Build a Culture of R&D in Indian Corporations: Make R&D investment a badge of corporate
honour — through public benchmarking, board-level accountability, and investor pressure.
India's next generation of global firms — in the mould of TCS, Infosys, Sun Pharma, and Biocon
— must be built on proprietary technology, not merely on cost arbitrage.
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SECTION 13: PREVIOUS YEARS' UPSC AND APSC

QUESTIONS

13.1 UPSC Mains — GS Paper Il (International Relations)

Year & Paper Question

2023 GS i How does India's Indo-Pacific strategy reflect its approach to balancing
great power competition with the pursuit of strategic autonomy? Discuss
with reference to Quad and IPEF.

2022 GS i India's trade policy has been characterised by 'defensive liberalisation.'
Critically examine this characterisation in light of India's stance on
RCEP and its FTA negotiations.

2021 GS I Discuss the significance of India's Act East Policy for the development
of Northeast India. What are the key challenges in implementing this
policy?

2020 GS I The Indo-Pacific concept is gaining traction. How does India view the

Indo-Pacific and what are the challenges in operationalising its vision?

2019 GsSIi Increasing bilateral trade between India and China is an indicator of
growing economic interdependence. Do you agree? Discuss the
implications for India's trade policy.

2018 GS I India's desire to play a leading role in global affairs has been
constrained by domestic economic challenges. Critically examine.

2017 GSIi What are the key challenges facing India in becoming a major
manufacturing hub under the 'Make in India' initiative?

2016 GS I WTO is an imperfect, but still indispensable, institution for global
governance of trade. Discuss, with special reference to the Doha
Development Agenda.

2015 GS I Indian Diaspora has an important role to play in the development of
India. Discuss.

2014 GSs i The long-term goals of India's foreign policy are best served by multi-
alignment, not non-alignment. Comment.

13.2 UPSC Mains — GS Paper lll (Economy, Technology)

Year & Paper Question

2023 GSs i Evaluate the success of PLI (Production Linked Incentive) schemes in
boosting India's manufacturing competitiveness. What more needs to be
done?
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2022 GS I India's R&D expenditure as a percentage of GDP has stagnated at
around 0.7%. What are the consequences of this for India's long-term
competitiveness and what policy interventions are needed?

2021 GS 1l Indian pharmaceutical industry: a success story with significant
challenges. Comment.

2020 GS 1l What are the key drivers of India's current account deficit and what
policies can help address it sustainably?

2019 GsS i Discuss the potential benefits and risks of India signing a
comprehensive FTA with the EU at the present juncture.

2018 GS I India's software and IT industry has driven economic growth but created
a 'dual economy.' Evaluate.

2017 GS 1l How can Indian manufacturing industry become competitive globally?
Examine the challenges and suggest measures.

2016 GS 1l Examine the rationale for establishing NITI Aayog as a replacement for
the Planning Commission. What changes in policy orientation does this
signal?

2015 GS 1l Examine the contribution of the post-1991 economic reforms to India's

growth and to increasing inequality simultaneously.

2014 GS Il Can the SEZ model be revived as a driver for export competitiveness?
Critically evaluate.

13.3 UPSC Mains — Essay Paper

Year Essay Topic (Relevant)

2023 Technology is the new currency of global power.

2022 The process of self-discovery has now been technologically outsourced.

2021 From traditional wisdom to modern science, India has a lot to offer the
world.

2020 Farming has lost the ability to be a source of subsistence for the majority
of farmers in India.

2019 Biased media is a real threat to Indian democracy.

2018 A good life is one inspired by love and guided by knowledge.

2017 Cooperative federalism: Myth or reality?

2016 Innovation is the key driver of economic growth.

2015 Lead, kindly light — A leader must have vision, values and a voice.

2014 With greater power comes greater responsibility.
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13.4 UPSC Prelims — Relevant MCQ Themes

» Features, powers, and functioning of WTO; Doha Round; TRIPS; Dispute Settlement

Mechanism

* India's FTA partners; ASEAN-India Trade in Goods Agreement; CEPA with UAE, Australia

+ CPTPP: member countries, key provisions, India's non-membership

* Quad, IPEF, and Indo-Pacific architecture

* PLI schemes: sectors covered, objectives, outcomes

* India's current account deficit; components; financing mechanisms

* ANRF (Anusandhan National Research Foundation): mandate, funding
» Act East Policy: key projects, corridors, member countries

* India's nuclear doctrine and strategic autonomy

13.5 APSC Mains — Relevant Questions

Year & Paper Question

2022 APSC GS I

What is the significance of the Act East Policy for Assam's economic
development? What are the major challenges in implementation?

2021 APSC GS il

Discuss the economic importance of OIL India and Numaligarh
Refinery for Assam. How can these institutions anchor broader
industrialisation in the state?

2020 APSC GS I

How can Northeast India leverage its geographic position as a land
bridge to Southeast Asia? Discuss the key infrastructure
requirements.

2019 APSC Essay

Assam at the crossroads: between natural wealth and
developmental aspirations.

2018 APSC GS I

Discuss the role of the Brahmaputra in Assam's economy and the
challenges of managing this river for development while preventing
floods.

2017 APSC GS Il

What are the key barriers to industrial development in Assam and
Northeast India? Suggest policy interventions.
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SECTION 14: MODEL ANSWERS FOR SELECTED

QUESTIONS

ANSWER WRITING GUIDE

Structure: Introduction (2-3 sentences defining the core issue) — Body (3-4 substantive
paragraphs with data, examples, and analysis) — Way Forward (2-3 policy
recommendations) — Conclusion (1-2 sentences linking to broader national/global context).

Length: 250 words for 15-mark questions. Never exceed the word limit — examiners
penalise overwriting.

Balance: Include both pros and cons where the question demands critical evaluation. One-
sided answers rarely score above 6/10.

Humanise: Write as an analyst who has thought deeply about the issue — not as someone
reciting a textbook. Connect concepts, don't just list them.

Model Answer 1: India's R&D Deficit and Competitiveness

Q: India's R&D expenditure as a percentage of GDP has stagnated at around 0.7%. What are the
consequences for India's long-term competitiveness and what policy interventions are needed?
(GS Illl, 250 words)

MODEL ANSWER

India's Gross Expenditure on Research and Development (GERD) at approximately 0.7% of
GDP stands in stark contrast to China (2.4%), the USA (3.5%), and South Korea (4.8%).
This is not merely a statistical gap — it represents a structural deficit in India's innovation
architecture that has compounding long-term consequences.

The consequences operate at multiple levels. At the firm level, low R&D investment means
Indian companies remain dependent on licensed foreign technology, unable to compete at
the product innovation frontier. The result is a persistent technological trade deficit — India
exports services and generics but imports cutting-edge machinery, semiconductors, and
proprietary platforms. At the national level, this limits India's ability to absorb and adapt
global technological breakthroughs in Al, biotechnology, and clean energy. The sectors that
will define economic leadership in 2030-40 — quantum computing, advanced materials,
synthetic biology — are precisely where India's R&D foundation is weakest.

The root causes are structural: private sector short-termism, weak university-industry
linkages, inadequate risk capital for deep-tech, and a patent system with excessive
pendency (5-7 years). Government R&D, while important, remains concentrated in defence
and space rather than commercially applicable innovation.
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The way forward requires a multi-pronged approach: the Anusandhan National Research
Foundation (ANRF) must be operationalised with a Rs. 50,000 crore corpus and rigorous
outcome metrics; weighted tax deductions for private R&D must be restored and enhanced;
top global firms in each sector must be benchmarked against Indian counterparts; and
mandatory R&D disclosure for listed companies through SEBI can create market pressure
for investment. India's target should be 1.5% of GDP in R&D within five years — a five-fold
increase that is ambitious but achievable with sustained political will.

Model Answer 2: Interdependence and India's Strategic Autonomy

Q: The long-term goals of India's foreign policy are best served by multi-alignment, not non-
alignment. Comment. (GS Il, 250 words)

MODEL ANSWER

India's classical non-alignment posture — maintaining equidistance from Cold War blocs —
served the immediate post-independence need for strategic space and international
credibility without entangling alliances. But the contemporary multipolar world, characterised
by complex economic interdependences, technological competition, and fluid security
alignments, demands a more sophisticated approach: multi-alignment.

Multi-alignment differs from non-alignment in its active, not merely passive, character. Non-
alignment meant staying out; multi-alignment means engaging strategically with multiple
partners simultaneously across different issue areas, based on issue-specific interests
rather than bloc loyalty. India currently practices this: partnering with the USA on defence
technology and intelligence (BECA, LEMOA, COMCASA agreements), maintaining trade
and defence ties with Russia (S-400 systems, discounted crude), deepening economic
engagement with China while managing border tensions, and leading ASEAN outreach
through Act East Policy.

The philosophical foundation of multi-alignment draws from Kautilya's Mandala theory —
relationships are not fixed as friend or enemy but are contextual and interest-based. This
aligns with Waltz's structural realism: a rising power in a multipolar system maximises
influence by preserving flexibility rather than binding itself to a single patron.

Critically, multi-alignment requires adequate national power to make India a valued partner
rather than a dependent client. This is why building domestic economic strength, R&D
capacity, and military modernisation are not merely development goals — they are
prerequisites for sustainable multi-alignment. An economically weak India cannot credibly
maintain equidistance from competing great powers.

In conclusion, multi-alignment represents the mature evolution of India's strategic culture —
principled but pragmatic, engaged but independent — appropriate for a nation that aspires
to shape, not merely participate in, the emerging global order.
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Model Answer 3: Act East Policy and Northeast India (APSC-Specific)

Q: Discuss the significance of Act East Policy for Assam's economic development. What are the
major challenges in implementation? (APSC GS Il, 250 words)

MODEL ANSWER

The Act East Policy, launched in 2014 as an upgrade of the 1991 Look East Policy,
represents a paradigm shift in India's engagement with Southeast Asia — and Assam sits at
the geographic and strategic centre of this transformation. For a state long treated as a
periphery, Act East holds the promise of converting geography from constraint to
comparative advantage.

The economic significance for Assam is multi-dimensional. First, connectivity infrastructure
— the Bogibeel Bridge (India's longest rail-road bridge on the Brahmaputra), Inland
Waterway 2 (NW-2), and the India-Myanmar-Thailand Trilateral Highway — positions
Assam as an intermodal hub for South-Southeast Asia trade. Second, Numaligarh Refinery
Limited (NRL), expanded to 9 MMTPA capacity, anchors a petrochemical hub that can
supply Southeast Asian markets while creating skilled employment in the Brahmaputra
Valley. Third, agriculture and food processing — Assam's tea, bamboo, and horticulture —
find premium export markets in ASEAN countries through open-border trade facilitation.

However, implementation challenges are substantial. The Kaladan Multimodal Transit
Transport Project, connecting Kolkata to Mizoram via Myanmar's Sittwe Port, has been
severely disrupted by Myanmar's military coup (2021) and civil conflict, rendering this critical
corridor non-functional. Land connectivity through Bangladesh requires sustained diplomatic
management of a politically sensitive relationship. Residual insurgency pockets, while
significantly reduced after the Bodo Peace Accord (2020) and SULFA process, create
investor uncertainty.

Beyond infrastructure, Assam needs governance reforms — ease of doing business, land
acquisition transparency, and skill development — to convert connectivity investments into
industrial growth. Act East must become an Act Within before it can truly become an Act
Abroad.
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UPSC RELEVANCE SUMMARY & NOTE-MAKING TIPS

1. Multi-Paper Relevance: This topic cuts across GS Il (IR, governance), GS Ill (economy,
technology), GS IV (ethics of globalisation), and Essay Paper — making it one of the
highest-return topics for note investment.

2. Current Affairs Anchor: India's ongoing FTA negotiations (EU, UK), PLI outcomes,
Quad/IPEF developments, and China-decoupling discourse make this perennially current.

3. Analytical Complexity: UPSC 2026 will reward students who can move beyond
description to genuine analysis — connecting trade policy to constitutional values,
distributional ethics, and long-term competitiveness. This module equips you for that.

4. APSC Specificity: The Northeast/Assam angle — OIL India, NRL, Brahmaputra, Act East,
Bodo Accord — gives APSC aspirants a distinct advantage if integrated fluently into
answers.

5. Essay Gold: The core thesis — resilience requires both domestic strength AND
international ambition — is a powerful organising idea for essays on governance, economy,
and India's global role.

Note-Making Strategy

» Create a two-page 'master note' with: (1) Core thesis in one sentence; (2) Five key arguments
with one data point each; (3) Three historical turning points; (4) Two philosophical frameworks;
(5) Five PYQ themes.

» Link this note to your notes on: WTO reform, PLI schemes, Atmanirbharta critique, Quad/IPEF,
India-EU FTA, ANRF, NE connectivity — rather than treating it as a standalone topic.

» For each section's key arguments, prepare a 60-word 'elevator version' that you can deploy in
Prelims context-based MCQs as well as in Mains introduction paragraphs.

* Maintain a 'data card' with five to seven current statistics: India's GERD (0.7% GDP), trade
deficit with China (~$100 billion), IT exports ($245 billion), FDI received (~$71 billion), ASEAN
trade volume, Brahmaputra waterway length, NRL capacity — these figures will make your
answers stand out.

» For APSC: Prepare a dedicated 'Northeast lens' addition of 3-4 sentences that can be
appended to any national economic policy answer, grounding the discussion in Assam's specific
context.
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