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Topic : Catalysing Domestic Production and Technological Innovation

Relevance : GS Paper 3 Economy
Source : PIB

Context :

The capital goods industry is a cornerstone of industrial and economic development, encompassing critical
sectors like heavy engineering, machine tools, electrical equipment, and construction machinery. The
Government of India, through the Make in India initiative, has implemented a series of policies aimed at
boosting domestic production, reducing import dependency, and enhancing technological capabilities. This
article explores the progress and future roadmap of India's capital goods sector, focusing on domestic
production and technological advancements.
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Expansion of the Capital Goods Sector

The capital goods sector has seen substantial growth, with production increasing from %2,29,533 crore in
2014-15 to %4,29,001 crore in 2023-24. This expansion has been driven by:

¢ Government policies promoting domestic manufacturing.
o Incentives for technology acquisition to enhance local production.
o Infrastructure development projects boosting demand for capital goods.
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Key sub-sectors within the capital goods industry include:

The electrical equipment industry has experienced consistent double-digit growth, driven by domestic
demand and global market expansion. Notably, the construction

¢ Dies, Moulds, and Press Tools

o Earthmoving and Mining Machinery

o Textile Machinery

e Printing and Food Processing Machinery

The electrical equipment industry has experienced consistent double-digit growth, driven by domestic
demand and global market expansion. Notably, the construction equipment market in India is the third
largest globally, reflecting rapid urbanization and infrastructure development.

S .No Sub-Sector of capital Goods 201920 2020-21 202122 2022-23 202324
| 1 | Machine Tools 6152| 6602| 9307| 11956| 13571
2 |[(Dies; Movide and Press Tooks | 13es2] 12208] 13128 13915 15600]
3 Textile Machinery 5355? h(493 11658 14033 14639
4 Printing Machinery 12678 10062 132156 16107 2348749 :
5 | Eanthmoving and Mining Machinery 31020 29021| 28674| 37551| 73000
6 | Plastic Processing Machinery. 2350| a710| asso| a912| 430
- ! Food Precessing Machinery 7547 | 10250 | 12210 13203 13863 -
| 8 | process Piant Equipment | 29250] 21038] 24000] 23a18] 27396

Government Initiatives Supporting Domestic Production

1. National Capital Goods Policy (2016): Aims to increase the capital goods sector’s contribution
to manufacturing from 12% to 20% by 2025, double production, and boost exports to 40% of
total output.

2. Scheme for Enhancement of Competitiveness in the Indian Capital Goods Sector:

o Phase I (2014-2022): Focused on skill development, infrastructure improvement, and
technology acquisition.

o Phase II (2022-Present): Aims to expand the impact of Phase I, with a financial outlay
of 1207 crore.

3. Union Budget 2025-26: Expanded the list of capital goods exempted from import duties,
especially in the electric vehicle and mobile battery segments.

4. 100% FDI via the Automatic Route: Encourages foreign investment to enhance domestic
manufacturing capabilities.

Key Technological Advancements
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Sub-Sector of Capital Goods 2019-20. 2020-21 2021-22 2022-23 2023-29
1 Machine Tools 768 [ 531 913 1463 | 1659
2 - E .Dles. Moulds and Press Tools [ 1138.]- a73 [ 1150 124?.1- 1900_i
3 | Textile Machinery | 2556 3307 4970 5B36 | 4451
4 E Frinting Machinery 1 230.] 1012 | 1312 1597 235'9_5
B Earthmowving and Mining Machinery 3583 1816 2Fa2 2963 5800
. 6 E Plastic Processing Machinery 335] 1348 | 1800 1935 2154
7 Food Processing Machmery 2737 4555 6918 4018 4148
8 E Process Plant Equipment [ 83301 6248 | G800 ?812J 9140 :

e Industry 4.0 & Smart Manufacturing: Adoption of [oT, Al, and automation in manufacturing.

e Advanced Materials & Robotics: Enhancing efficiency and precision in machine tools.

e Sustainable & Green Technologies: Development of energy-efficient and environmentally
friendly industrial processes.

o Digital Twin & Virtual Reality Solutions: Facilitating real-time monitoring and predictive
maintenance in manufacturing plants.

Government-backed Technology Development Initiatives

1. Centres of Excellence (CoE):
o 8 CoEs established for niche technology development in machine tools, additive
manufacturing, textile machinery, and robotics.
2. Common Engineering Facility Centres (CEFCs):

o 15 CEFCs, including four Industry 4.0 SAMARTH Centres and six Web-Based
Technology Innovation Platforms (TIPs), aiding in R&D and industry collaboration.

Stwrengthening
MNew India's

Capital Goods F
Manufacturing |

DObjectives of Mational
Capital Goods Policy 2016

& Promote technology, skills, [ . -
i exports, ndustrial infrastorocture
B cosmrmon facility centres

- ncrease industrial production of capital goods
sector to INR 7.5 Lakih Cr

- Bolster manufacturing to take forward
‘MMake in India’ initiative

3. Technology Acquisition Fund Programme (TAFP):
o Acquisition of critical technologies such as Titanium Casting, High-Reliability
Electrical Cables, CNC Lathe Development, and Robotic Laser Cladding.
4. Integrated Machine Tools Park, Tumakuru:
o A 530-acre industrial park dedicated to machine tool manufacturing.
5. Smart Manufacturing at IISc Bengaluru:
o Development of 6 smart technologies, 5 smart tools, and 14 solutions in robotics,
inspection, and additive manufacturing.
6. Battery & Electric Mobility R&D:
o Establishment of testing facilities for battery and Battery Management System (BMS)
at ARAI, Pune.
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Role of Bharat Heavy Electricals Limited (BHEL)
BHEL, a key player in India's capital goods sector, has been actively involved in:

o Skill development through CEFCs in Welding Technology.
o Establishing high-tech testing facilities for industrial and defense applications.

Advancing research in smart manufacturing and industrial automation.

Bharat Heavy Electricals Limited (BHEL)

BHEL is a major contributor towards engineering and
manufacturing capacity building for the Country. The company
is carrying out following initiatives with support from Ministry of
Heavy industries under the Capital Goods Scheme Phase II:

= BHEL has established a “Common Engineering Facility
Centre (CEFC)” for skill development in Welding
Technology at WRI Trichy along with its extension centers
at Varanasi, Ranipet, Bhopal, Jhansi and Haridwar units of
BHEL.

= BHEL is establishing a testing facility comprising both
Hardware in the Loop (HIL) and Software in the L.oop (SIL)
functionalities in the area of Industrial, Naval and Aircraft
related processes at its Corporate R&D Unit at Hyderabad
with support from Ministry of ITeavy Industries.

India’s capital goods sector is at the forefront of the country’s industrial transformation. With strong policy
support, targeted technological interventions, and increasing private sector participation, the sector is poised
to drive self-reliance (Aatmanirbhar Bharat), global competitiveness, and economic growth. The
continued emphasis on domestic production and innovation will ensure India's emergence as a leading hub
for capital goods manufacturing in the coming decade.

Prelims Practice Question :
With reference to the capital goods sector in India, consider the following statements:

1. The capital goods industry contributes approximately 5% to India's GDP.

2. The National Capital Goods Policy (2016) aims to increase the sector’s contribution to
manufacturing activity to 20% by 2025.

3. Under the Make in India initiative, FDI up to 100% in the capital goods sector is permitted
only through the government approval route.

4. The Scheme for Enhancement of Competitiveness in the Indian Capital Goods Sector has
been implemented in two phases to promote R&D, skill development, and technology
acquisition.
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Which of the statements given above is/are correct?

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

Answer:

o Statement 1 is incorrect: The capital goods industry contributes about 1.9% to India's GDP,
not 5%.

o Statement 2 is correct: The National Capital Goods Policy (2016) aims to increase the
contribution of the sector to manufacturing from 12% to 20% by 2025.

o Statement 3 is incorrect: FDI up to 100% is allowed under the automatic route, except
for countries sharing land borders with India, which require government approval.

o Statement 4 is correct: The Scheme for Enhancement of Competitiveness in the Indian
Capital Goods Sector has been implemented in two phases, focusing on R&D, skill
development, technology acquisition, and industrial infrastructure.

Correct Answer: (b) 2 and 4 only

Mains Model Question:

"The Capital Goods sector is a crucial pillar of India’s industrial growth and self-reliance. Discuss
the role of government initiatives in promoting domestic production and technological innovation
in this sector."

The Capital Goods sector plays a vital role in India's industrial ecosystem, serving as the backbone
for manufacturing, infrastructure, and technological advancements. This sector includes industries
such as electrical equipment, machinery, and heavy engineering, all of which contribute
significantly to economic growth. Recognizing its importance, the government has introduced
several initiatives to promote domestic production and technological self-sufficiency. The Make in
India initiative, launched in 2014, has been instrumental in boosting the sector by encouraging
indigenous manufacturing and reducing reliance on imports. The National Capital Goods Policy
(2016) set ambitious targets to increase the sector's contribution to manufacturing from 12% to 20%
by 2025. It emphasized modernization, skill development, and research collaborations to enhance
productivity and global competitiveness.

Government schemes such as the Enhancement of Competitiveness in the Indian Capital Goods
Sector have been implemented in two phases.

DEL-HYD-B’LORE-PUNE-TPT https://pragnyaiascoachinghyderbad.com
+91 9880486671




02" April 2025 PRAGNYA IAS ACADEMY
PRAGNYA BHARATHI: Detailed News Analysis (DNA)

(Ao in Rs Crores)

Financial Year Allocation at RE stage Funds released
2014-15 24.00 Z.80
2015-16 23.00 2287
2016-17 6050 59.97
2017-18 110.00 109.72
2018-19 110.50 110.4483
2019-20 10230 102 16184
2020-21 55.52 54.2197
2021- 22 29.00 28.933925
2022-23 19960 199.24
2023-24 187.20 B3.3431
2024-25 120.00/184.00 * {As on 03.02.2025) 134.55

* Current allocation

These schemes focus on setting up Centres of Excellence, Common Engineering Facility Centres,
and Industry 4.0 initiatives, fostering innovation through academia-industry partnerships. The
establishment of Integrated Machine Tools Parks and technology acquisition programs has further
strengthened domestic capabilities.

Recent policy measures, including the exemption of additional capital goods from import duties for
EV battery manufacturing, highlight the push towards self-reliance in high-tech industries.
Investments in R&D, digital manufacturing, and smart technologies have led to advancements in
robotics, industrial [oT, and automation, reducing dependence on foreign expertise.

Through sustained policy support, India’s capital goods sector is not only driving industrial expansion
but also positioning the country as a global manufacturing hub. Continued emphasis on innovation,
investment, and infrastructure will be crucial in achieving long-term self-sufficiency and economic
resilience in this sector.

Topic : El Nifio and La Nifa

Relevance : GS Paper 1 Geography
Source : The Hindu
Context :

El Nifio and La Nifia are opposing phases of the El Nifio-Southern Oscillation (ENSQO) phenomenon,
which influences global weather patterns by altering ocean temperatures and atmospheric pressure
systems in the Pacific Ocean.

o El Niiio occurs when sea surface temperatures (SSTs) in the central and eastern Pacific Ocean rise
above average. This disrupts normal weather patterns, weakening monsoon winds in South Asia,
increasing drought risk, and often leading to a warmer-than-average year globally.

o La Nifia, on the other hand, is characterized by below-average SSTs in the central and eastern
Pacific. It strengthens trade winds and typically leads to increased monsoon rainfall in India, aiding
agricultural output and mitigating heatwaves.
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Impact of ENSO on India’s Climate

India’s climate is significantly influenced by ENSO, especially in terms of monsoon rainfall,
temperature variations, and extreme weather events:

1. El Niio and Monsoon Deficiency: Historically, El Nifio years have been associated with
deficient monsoons and droughts, negatively affecting agriculture and water resources.
Examples include the severe droughts in 2009 and 2015, both linked to strong El Nifio events.

2. La Nifia and Enhanced Monsoon: La Nifia generally strengthens the monsoon winds, leading
to above-average rainfall. This benefits India’s agriculture-dependent economy by improving
crop yields but can also increase flood risks.

3. Winter and Cyclonic Activity: El Nifio suppresses cyclone activity in the Bay of Bengal, while
La Nifia enhances it, leading to more intense storms and heavy rainfall in coastal regions.

4. Temperature Extremes: La Nifia years often result in cooler winters, while El Nifio leads to
warmer-than-usual temperatures, exacerbating heatwave conditions.

What to Expect in 2025?

The Ministry of Earth Sciences' latest report suggests that 2025 will likely experience neutral ENSO
conditions, meaning neither a strong El Nifio nor La Nifia will dominate the climate. While global
warming continues to raise temperatures, the absence of La Nifia may lead to a more typical monsoon
pattern without excessive rainfall or drought. However, the second-highest recorded January
temperature in India in 2025 (0.98°C above the 1991-2020 average) indicates an overarching warming
trend, which could intensify heatwaves and impact water availability.
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Potential Climate Impacts for India in 2025

1. Monsoon Performance: With neutral ENSO conditions, rainfall may remain close to
normal, reducing the risk of severe droughts or floods.

2. Heatwave Intensification: Rising temperatures due to global warming may make
heatwaves more frequent and intense, particularly in northern and central India.

3. Cyclonic Activity: Without a strong La Nifia, cyclone patterns in the Bay of Bengal
and Arabian Sea may remain within typical variations, but climate change could still
lead to unseasonal storms.

4. Agricultural Considerations: Farmers may experience a stable monsoon but must
remain prepared for extreme weather events, such as untimely rains or localized
droughts, due to climate variability.
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While ENSO plays a critical role in shaping India’s weather, global warming is increasingly becoming
the dominant factor affecting climate patterns. The neutral ENSO forecast for 2025 suggests a relatively
stable monsoon, but persistent temperature rises could lead to prolonged heatwaves and altered rainfall
distribution. Continued monitoring by the India Meteorological Department (IMD) will be essential for
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predicting short-term variations and mitigating adverse impacts.

Prelims Practice Question:

Q. Consider the following statements regarding El Nifio nd La Nifa:

1.

El Nifio is characterized by the warming of sea surface temperatures in the central and
eastern Pacific Ocean, leading to reduced monsoon rainfall in India.

La Nina typically results in above-average rainfall in India and is favorable for
agricultural production.

The Indian Ocean Dipole (I0D) has no impact on the Indian monsoon and is independent
of El Nifio and La Nifia events.

Which of the statements given above is/are correct?
(a) 1 and 2 only

(b) 2 and 3 only

(c) 1 and 3 only

(d) 1,2, and 3

Answer: (a) 1 and 2 only

Explanation:

Statement 1 is correct. El Nifio leads to warming of sea surface temperatures in the
central and eastern Pacific, which weakens monsoon currents and leads to deficient
rainfall in India.

Statement 2 is correct. La Nina strengthens the monsoon currents and usually brings
above-average rainfall to India, benefiting agriculture.

Statement 3 is incorrect. The Indian Ocean Dipole (IOD) does influence the Indian
monsoon. A positive [OD can counteract the negative effects of El Nifio, while a negative
IOD can amplify its impact.
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Mains Model Question:

Q. Explain the phenomena of El Nifio and La Nifia and their significance for India's
climate. In light of recent predictions for 2025, analyze their possible impact on India's
weather patterns and economy.

El Nifio and La Nifia are climatic phenomena associated with the warming and cooling of sea
surface temperatures in the equatorial Pacific Ocean, respectively. El Nifio occurs when sea
surface temperatures rise abnormally in the central and eastern Pacific, disrupting global weather
patterns, including weakening of the Indian monsoon. This often results in below-average
rainfall, droughts, and extreme heat in India. On the other hand, La Nifia is characterized by
cooler-than-normal sea surface temperatures in the same region, strengthening monsoon currents
and leading to above-average rainfall, which benefits agriculture and water resources.

India’s climate is highly influenced by these phenomena, particularly in terms of monsoon
performance. A strong monsoon during La Nifa years enhances agricultural productivity, boosts
rural incomes, and ensures food security. However, excessive rainfall can also lead to floods and
crop damage. Conversely, El Nifio years tend to bring droughts, heatwaves, and reduced crop
yields, affecting inflation, food prices, and economic stability.

For 2025, forecasts suggest a neutral ENSO condition, meaning neither El Nifio nor La Nifna will
dominate. This implies that the monsoon will likely follow normal patterns without extreme
deviations. However, global warming and other regional climatic factors such as the Indian
Ocean Dipole (IOD) could still influence rainfall distribution. The persistence of high
temperatures despite La Nifia in early 2025 indicates that climate change is playing an increasing
role in shaping weather events. While the absence of El Nifo provides relief from potential
droughts, India must remain prepared for localized variations, extreme weather events, and
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Topic : Fiscal Health Index 2025

Relevance : GS Paper 2 Polity and Governance
Source : PIB
Context :

The Fiscal Health Index (FHI) 2025, an initiative by NITI Aayog, aims to provide an analytical
framework to assess the fiscal stability of Indian states. The index evaluates states based on their economic
resilience, expenditure management, revenue generation, and debt sustainability. Given that states
contribute nearly two-thirds of total public expenditure and one-third of total revenue, their fiscal health
is crucial for the country's overall economic stability.

The FHI 2025 covers eighteen major states, with Odisha leading the index, followed by Chhattisgarh,
Goa, Jharkhand, and Gujarat. The ranking is based on a composite analysis of various financial

indicators obtained from the Comptroller and Auditor General of India (CAG) for the financial year
2022-23.

State-wise Composite FHI Score Heatmap
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Key Objectives of the Fiscal Health Index

Comparative Analysis: To assess and compare fiscal health across states using standardized
metrics.

Identifying Strengths and Weaknesses: Highlighting states' fiscal strengths and areas requiring
improvement.

Promoting Fiscal Responsibility: Encouraging transparency and accountability in public
financial management.

Informed Policymaking: Assisting policymakers in making strategic interventions to ensure fiscal
stability and resilience.

.' = 0 = D) b -
Odisha
Chhattisgarh S6.5 29.0
Goa 53.6. 45.5 51.0 252
Jharkhand 51.6 T EaTs 45.7 66.9 357
Gujarat 50.5 40.0 48.7F 690 :
PMiaharashtra | S0.3 6 e ‘S59.% 31.8 = 36.8
Uttar Pradesh | 45,9 7 44T 50,9
Telangana 43.6 40,8 53.3
Madhya
Pradesh §2.2 o 35.6 61.0 2T
Karnataka a40.8 10 = + 439 62,2
Tamil Madu 11 32.0 41.2 258 | 360
Rajasthan a3 38.3 35.49 [ 16.8
Bihar ST 2 138
Haryana . o - 14.3
Kerala 54.2 T4.0
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Andhra — |
Pradesh 31.4 378
Punjab 152

Categorization and Methodology

The FHI 2025 is structured around five broad categories of financial indicators:

Tax Buoyancy: Measures how responsive a state's tax revenue is to changes in Gross State
Domestic Product (GSDP). Higher buoyancy indicates efficient tax collection aligned with
economic growth.

Revenue Generation and Mobilization: Assesses states' own revenue receipts, tax efficiency,
and non-tax revenue sources.

Debt-to-GSDP Ratio: Indicates a state’s ability to manage and repay its debt. A lower ratio is
preferable as it suggests better fiscal discipline.

Expenditure Management and Prioritization: Evaluates how efficiently states allocate capital
and developmental expenditure while maintaining fiscal discipline.

Fiscal Deficit Management: Measures states' fiscal deficit as a percentage of GSDP and their
adherence to statutory fiscal limits.
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Key Findings of Fiscal Health Index 2025

e Top Performers: Odisha (67.8), Chhattisgarh (55.2), Goa (53.6) excelled due to prudent debt
management and strong revenue mobilization.

o Revenue Mobilization Leaders: Odisha, Jharkhand, Goa, and Chhattisgarh efficiently raised non-
tax revenue (averaging 21% of total revenue).

o Debt Management Excellence: Odisha led in the Debt Index (99.0) and Debt Sustainability
(64.0).

Achiever Front Runner Performer Aspirational
Odisha [1) Maharashtra (6) Tamil Nadu [11) Kerala (15)
Chhattisgarh (2) Uttar Pradesh (7) Rajasthan [12) West Bengal (16)
Goa (3] Telangana (8) Bihar [13) Andhra Pradesh [17)

jharlr.]land [4] Hﬂ:ﬂi}'ﬂ Pradesh (9] Ha ryana {14] l-"'uniah {IH}

Gujarat [(5) Karnataka (10)

o Fiscal Deficit Management: States like Madhya Pradesh, Karnataka, Uttar Pradesh, and Goa
allocated around 27% of developmental expenditure to capital projects, ensuring long-term
growth.

o Underperforming States: Punjab, Andhra Pradesh, West Bengal, and Kerala face major fiscal
challenges, including high fiscal deficits and poor debt sustainability.

o Debt Sustainability Concerns: West Bengal and Punjab show rising Debt-to-GSDP ratios,
signaling fiscal stress.

India’s Stance on Fiscal Health and Policy Implications

India's economic policy recognizes the importance of fiscal stability at the state level. The Finance
Commission and Reserve Bank of India (RBI) regularly monitor state finances, issuing
recommendations to ensure prudent debt management and fiscal consolidation.

Tax Buovyvancy

Tax buoyvancy is a ratio of change in tax revenue in
relation to change in gross state domestic product or
GSDP of a state. It measures how responsive a taxation
Prolicy is to growth in economic activities.

Sustainability of Debt Portfolios

Sustainability of debt portfolios refers to state’s ability to meet
its current and future debt obligations without defaulting or
reaguiring exceptional financial assistance. focusing on both
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State Fiscal Responsibility: The Fiscal Responsibility and Budget Management (FRBM) Act
mandates states to maintain their fiscal deficit within prescribed limits.

Central Assistance: The Centre provides grants and incentives for states to improve tax
collection, reduce deficits, and enhance expenditure efficiency.

Debt Control Measures: RBI’s periodic assessment of state borrowings and contingent
liabilities ensures fiscal sustainability.

Investment in Infrastructure: High-performing states in the FHI 2025 show that allocating
higher capital expenditure (above 25%) leads to better fiscal outcomes.

Policy Recommendations: The report underscores the need for states with weak fiscal
performance to enhance revenue mobilization, control debt accumulation, and improve

Prelims Practice Question:
Q. Consider the following statements regarding the Fiscal Health Index (FHI) 2025:

1. The Fiscal Health Index is developed by the Reserve Bank of India to assess the financial
health of Indian states.

2. Odisha ranks first in the Fiscal Health Index 2025 due to strong debt management and
high capital outlay.

3. The Index evaluates states based on revenue generation, expenditure management, debt
sustainability, and fiscal deficit control.

4. States like Punjab and West Bengal have been identified as having strong fiscal stability.

Which of the statements given above is/are correct?
(a) 1 and 4 only

(b) 2 and 3 only

(c) 1,2, and 3 only

(d) 2, 3, and 4 only

Answer: Correct option: (b) 2 and 3 only
Explanation:

e Statement 1 is incorrect: The Fiscal Health Index is developed by NITI Aayog, not the
Reserve Bank of India.

o Statement 2 is correct: Odisha ranks first in the FHI 2025 due to low fiscal deficits,
strong debt management, and a high capital outlay-to-GSDP ratio.

o Statement 3 is correct: The FHI evaluates states based on multiple parameters,
including tax buoyancy, debt-to-GSDP ratio, expenditure efficiency, and fiscal
deficit management.

o Statement 4 is incorrect: Punjab and West Bengal face significant fiscal challenges
due to high debt burdens, poor expenditure quality, and rising debt-to-GSDP ratios.
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Mains Model Question

Discuss the significance of the Fiscal Health Index (FHI) 2025 in assessing state-level
economic resilience in India. How does the index categorize fiscal health, and what
challenges do fiscally weaker states face? Suggest measures for improving fiscal
sustainability at the state level.

The Fiscal Health Index (FHI) 2025, developed by NITI Aayog, is a critical tool for
evaluating the economic resilience of Indian states. Given that states account for nearly two-
thirds of public spending and one-third of revenue generation, their fiscal health is vital for
India's overall economic stability. The FHI assesses states using a composite index, covering
key indicators such as tax buoyancy, revenue generation, expenditure efficiency, debt
sustainability, and fiscal deficit management. Odisha leads the index, followed by
Chhattisgarh and Goa, while states like Punjab and West Bengal struggle with high debt
burdens and fiscal mismanagement.

The index categorizes states based on five major parameters. Tax buoyancy measures how
well a state's tax revenue grows in proportion to its GSDP. Debt-to-GSDP ratio evaluates the
sustainability of state debt. Expenditure management assesses how effectively states allocate
resources. Debt sustainability examines whether states can manage their obligations without
excessive borrowing. Fiscal deficit management ensures adherence to statutory limits for
financial stability.

Fiscally weaker states face multiple challenges, including high fiscal deficits, poor revenue
mobilization, excessive debt burdens, and inadequate capital expenditure. States like
Punjab and West Bengal have rising debt-to-GSDP ratios, limiting their ability to invest in
development projects. Low revenue generation, dependence on central grants, and inefficient
expenditure further worsen their fiscal position.

To improve fiscal sustainability, states must enhance revenue mobilization, control
unproductive expenditures, and focus on capital investments that generate long-term
economic returns. Strengthening tax compliance, reducing reliance on borrowings, and
implementing transparent budgeting practices will help states achieve financial resilience. The
FHI 2025 serves as a roadmap, urging states to adopt prudent fiscal policies and ensure long-
term economic stability.
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Topic : Solid Waste Management in India
Relevance : GS Paper 2 Polity and Governance
Source : Indian Express

Context :

Solid waste management (SWM) is a critical aspect of sustainable urban and rural development. It involves
the collection, treatment, disposal, and recycling of solid waste, ensuring minimal environmental and
health hazards. With rapid urbanization, industrialization, and population growth, India faces an increasing
burden of waste generation, making efficient management essential. The Ministry of Science &
Technology, along with other government agencies, has made significant progress in developing advanced
waste management technologies.
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Why is Solid Waste Management Required?

The lack of efficient waste management leads to severe consequences, including environmental pollution,
groundwater contamination, health hazards, and loss of recyclable materials. Unscientific disposal of waste
contributes to air and water pollution, exacerbates climate change, and creates urban sanitation crises.
Proper SWM is necessary for reducing landfill dependence, promoting resource recovery, and ensuring a
cleaner, healthier environment.

India’s Stance on Solid Waste Management

India generates over 62 million tonnes of municipal solid waste (MSW) annually, of which only about
75-80% is collected, and less than 30% is processed. The government has taken various initiatives to
improve SWM by implementing scientific disposal methods, promoting recycling, and encouraging the
circular economy.
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Key research institutions such as CSIR-IICT, CSIR-CMERI, and CSIR-AMPRI have developed
cutting-edge technologies for waste-to-energy conversion, recycling of construction waste, and

sustainable waste management solutions.

Key Policies and Initiatives in India

Solid Waste Management Rules, 2016 — Aims to improve waste segregation, collection, and
scientific disposal.

Swachh Bharat Mission (SBM-U 2.0 & SBM-R) — Focuses on garbage-free cities by setting up
Material Recovery Facilities (MRFs), recycling units, and waste-to-energy plants.

Plastic Waste Management Rules, 2016 — Regulates plastic waste generation and promotes
extended producer responsibility (EPR).

Waste-to-Energy Technologies — Development of biomethanation, pyrolysis, and incineration
plants to convert organic waste into energy.

Construction & Demolition (C&D) Waste Management — Technologies to convert C&D waste
into sustainable building materials.

E-Waste Management Rules, 2022 — Focuses on responsible disposal and recycling of

electronic waste.

7. Plasto-fuel Technology — Conversion of mixed plastic waste into high-quality fuels.

SOLID WASTE MANAGEMENT
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India is making strides in SWM through technological
advancements, regulatory frameworks, and government
initiatives. However, challenges like lack of segregation
at source, inadequate infrastructure, and public
awareness persist. Strengthening waste management
systems, incentivizing recycling industries, and fostering
community participation will be crucial in achieving a
sustainable waste management ecosystem in India.

Prelims Practice Question

Q. Consider the following statements regarding
Solid Waste Management (SWM) in India:

1. The Swachh Bharat Mission Urban 2.0 (SBM-
U 2.0) aims to create "Garbage Free Cities" by
promoting waste processing and recycling.

2. The Plastic Waste Management Rules, 2016,
introduced the concept of Extended Producer
Responsibility (EPR).

3. CSIR-Indian Institute of Chemical Technology
(CSIR-IICT) has developed a technology for
converting plastic waste into fuel.
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4. The Solid Waste Management Rules, 2016, mandate source segregation of waste for

effective disposal.
Which of the above statements are correct?
(a) 1, 2, and 4 only
(b) 1 and 3 only

(¢) 2 and 4 only
(d) All of the above

Answer:
(a) 1,2, and 4 only

Explanation:

o Statement 1 is correct: SBM-U 2.0 aims to create garbage-free cities by enhancing waste
processing, material recovery, and recycling.

e Statement 2 is correct: The Plastic Waste Management Rules, 2016, introduced EPR,
making manufacturers responsible for plastic waste collection and recycling.

o Statement 3 is incorrect: The Department of Science and Technology (DST), not CSIR-
IICT, has developed a technology for converting municipal mixed plastic waste into high-

quality plasto-fuels.

o Statement 4 is correct: The Solid Waste Management Rules, 2016, mandate source
segregation of waste into biodegradable, non-biodegradable, and hazardous waste.

Mains Model Question

Q. Solid Waste Management (SWM) is a crucial aspect of sustainable urban development in
India. Discuss the challenges associated with SWM and evaluate the initiatives taken by the

Indian government to address these issues.

Solid Waste Management (SWM) is a significant challenge in India due to rapid urbanization,
population growth, and changing consumption patterns. The country generates approximately
150,000 metric tonnes of municipal solid waste daily, with improper disposal leading to
environmental degradation, water contamination, and public health hazards. The major challenges
include inadequate infrastructure, low levels of waste segregation, lack of public awareness, and
financial constraints in implementing waste management systems. Informal waste pickers play a
crucial role, yet they remain unrecognized and unregulated.
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The Indian government has undertaken several initiatives to address these issues. The Swachh
Bharat Mission (SBM-U 2.0) aims to create "Garbage-Free Cities" through improved waste
collection, material recovery facilities, and waste-to-energy plants. The Solid Waste
Management Rules, 2016, mandate source segregation of waste, composting of biodegradable
waste, and scientific landfill management. The Plastic Waste Management Rules, 2016,
introduced Extended Producer Responsibility (EPR), requiring manufacturers to collect and
recycle plastic waste.

Technological advancements have also played a role in waste management. CSIR and IITs have
developed solutions such as biogas generation, plastic waste recycling into tiles, and high-quality
plasto-fuels from mixed plastic waste. Decentralized waste management models, such as bio-
methanation plants and eco-friendly recycling techniques, have shown promise. Despite these
efforts, enforcement remains weak due to lack of coordination among stakeholders and limited
funding.

For effective SWM, India must strengthen enforcement, promote waste-to-energy solutions,
integrate the informal sector, and enhance public participation. A combination of technology,
policy implementation, and behavioural change is essential to ensure sustainable waste
management and environmental conservation in the long run.
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Topic : India-China Relations

Relevance : GS Paper 2 International Relations

Source : The Hindu

Context :

India-China relations have been a blend of cooperation and conflict, influenced by historical ties,
border disputes, economic engagements, and geopolitical considerations. As two of the world's most

populous nations and emerging economic powerhouses, their relationship significantly impacts
global affairs.

Xi Jinping calls for ‘elephant-dragon duet” on
cen India. China

Historical Prominence :

e Ancient Civilizational Ties: India and China share a history of cultural and trade exchanges,
with Buddhism playing a crucial role in their early interactions.

e Colonial Period: Both nations experienced Western colonial pressures, which shaped their
modern nationalistic movements.

o Post-Independence Relations: India was among the first non-socialist countries to
recognize the People's Republic of China in 1950.

Key Phases in India-China Relations
(A) The Early Years (1950s-1962)
o Panchsheel Agreement (1954): Based on five principles of peaceful coexistence, this
agreement marked a positive start.

e Sino-Indian War (1962): A turning point in bilateral ties, leading to territorial disputes
over Aksai Chin and Arunachal Pradesh.

(B) The Normalization Period (1976-1990s)

o Diplomatic ties were restored in 1976.
e Prime Minister Rajiv Gandhi's 1988 visit to China marked a significant step in normalizing
relations.

DEL-HYD-B’LORE-PUNE-TPT https://pragnyaiascoachinghyderbad.com
+91 9880486671




02"d April 2025

PRAGNYA IAS ACADEMY
PRAGNYA BHARATHI: Detailed News Analysis (DNA)

China-India ties across the past and into the fuwre

[ —— atwoead €
ernbredded thenemn tha are worth di
Leaders snd thelr gubdamcs

Firse, thhe mrateghc gukdance of our leaders xs the
" waandas

carried out “honetomwn diplomacy™ and Do
Andonenal necethmes. wiikch peopelied relations o
a period of rapid developerent . Last Gotobes, the
Semecens. K o B . amnd opened a mew chapees
o= Tetaions,

sl frkendly exchamses and Cooperaton
o the Somardasional fabeic’ of Chinad

tendship. Since the
hina and Incdia have Sorged a

oy
cther frelds has

el et tive Boumndany question el over s

China and ndga
are ar a critcal
stage of metbonad
e cloprment
armd as msorc
partrers than
rivals, shoabd
ey benibcl
s o idis Bosh fave the wisdom nd me' healchin amd

= - stabile b#laneral
retaticonship

oy Buave estadslbshesd o

3 Vb s bl s
P qul X
i

o e
A= the anly rwo major developlng countries and
representatives of Sserging eoonon

China-indka velatbons ha

. ce implemenied
the Enportant consensus reached by the leaders
oF the oo counirbes. The tao Forelgn Ministers
have miet several imes on multilateral oocasions.

Ester-Foreisn Secretary Dialogue have been
Iveld successively, reaching many points of
consensus. The two sides maintain
communlcstions on issies of mueneal concert.
There i a good momentin o biksteral eoonomic
and trade cooperation. People-to peogle
exchanges are increasing. 1n the first guastes of
his vear, the Chinese Embassy and
(Con e Generals in tndks Hawe Taswsd o
O, 0RO wisas o bndian itk ns.
Semsorstrace the stroag nsotEvatkon for exchanges
and cooperarion berwe e the TR countries.

1t is thee common will of the two peoples and
1he unseppable tide of history to advance
China Indss fréendship and cooperation. The

(C) Growing Cooperation and Border Tensions (2000s-Present)

oo B s Flly

welathonship. Boit Chine arsd ©

al stage < of mewibo Tl desetoprsent wrsd
0 s ok Conmaon gl fo develop

¢ v bm prose peopie s lvelihood.

Iy promoting high-gqualicy

stravegies. resume and promons excha and
cooperation in varkoss felds, and push b ward
the modernisastion of the ao conantries.

Third, we should fonge an internacionaliy
cooperative China-Endia refationship. Ss

postans members of the Global South, Chins

arsed Ernclia, vave e gy to jo

- begitmate rights and e ingerescs

of develo counsries. They should also

promote an equal and crderly multipokar workd
=ally beneticial =

oo i As the Tot presiderns

e s amine

of the SO0, Chins s willing o work wigh all

parties Incheding tndia wo oindy fold o St
o amuring friendship. sobidariny and

stage of high-guality developosent feamring
stronger solickarity, coondinaton, dynaniser amd
pwodlsn.l.‘h-ene_\s

IBelieve that undes the strategic sukdance of

Py
the leaders of the two counries and with the
point peop

commmnicy with o shared future for mankiod.

e Economic Boom: Bilateral trade surged, making China one of India's largest trading partners.
e Border Standoff: 2017 Doklam crisis and 2020 Galwan Valley clash strained relations.

Aspects of India-China Relations

(A) Economic Relations

e Trade Volume: Grew from less than $3 billion in 2000 to over $138 billion in 2024.
e Trade Imbalance: India has a trade deficit of over $100 billion with China.
o Technology and Investments: Chinese companies have made significant investments in India's

technology and startup sectors.

(B) Border Disputes and Military Engagements

e Line of Actual Control (LAC) Issues: Frequent standoffs, including the recent 2020 Galwan

Valley clash.

o Military Dialogues: Special Representative Mechanism on Border Issues established to prevent

escalation.

(C) Diplomatic and Strategic Engagements

e BRICS, SCO, and G20 Cooperation: Both countries collaborate on global economic and

strategic platforms.

o Himalayan Region Diplomacy: Competing influence in Nepal, Bhutan, and Tibet.
o India’s ‘Act East’ vs China’s Belt and Road Initiative (BRI): Differing strategic approaches

in Asia and beyond.
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Recent Developments (2023-2025)

India and China face off again at border

Indian and Chinese troops have clashed again along their disputed border, in a sign that
the deadly tensions that erupted in June between the nuclear-armed rivals remain
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o 75th Anniversary of Diplomatic Relations (2025): Marked by discussions on improving

bilateral ties.

o Trade and Investment: Despite political tensions, trade between the two nations remains

strong.

o Border Talks: The 23rd Special Representatives' meeting on border issues emphasized de-

escalation.

o Diplomatic Engagements: Foreign ministers met multiple times in 2024-2025, aiming for
mutual economic and security cooperation.
e Security and Defense: India remains cautious regarding China’s growing influence in the

Indian Ocean and its ties with Pakistan.

Future Prospects and Challenges

(A) Areas of Cooperation

e Technology and Innovation:
collaborations.

Expanding Al,

green energy, and pharmaceutical

o Regional Stability: Addressing mutual concerns about global security.
e Multilateral Engagements: Strengthening partnerships in BRICS and SCO.

(B) Challenges Ahead

e Border Uncertainties: Managing LAC tensions and ensuring peace.
o Trade Deficit: Addressing India’s economic concerns with China.
o Geopolitical Rivalry: Navigating strategic differences in South Asia and the Indo-Pacific.
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China-India state of play

Both countries are mowving to repair ties. For Beijing, Modi-Xi meeting last month signalled a ‘restar” of the
relatmonship damaged by the border standoff. India is more cautions — de-escalationowill bea key next step
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India-China relations are at a crucial juncture. While historical and border disputes persist, economic
interdependence and diplomatic efforts continue to shape the trajectory. The future of this relationship
will depend on mutual respect, dialogue, and strategic collaboration in a rapidly changing global order.

Prelims Practice Question:

Consider the following statements regarding India-China relations:

> W N =

India was the first non-socialist country to establish diplomatic relations with China in 1950.
The Panchsheel Agreement between India and China was signed in 1962.

The trade volume between India and China has remained below $50 billion in the last decade.
The Special Representatives Mechanism was established to resolve the boundary dispute
between India and China.
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Which of the above statements is/are correct?
(a) 1 and 4 only

(b) 2 and 3 only

(c) 1, 3, and 4 only

(d) 1, 2, and 4 only

Answer:
Correct option: (a) 1 and 4 only
Explanation:

1. Correct — India was the first non-socialist country to establish diplomatic ties with
China in 1950.

2. Incorrect — The Panchsheel Agreement was signed in 1954, not 1962.

3. Incorrect — Trade between India and China has consistently crossed $50 billion, and
in recent years, it has even surpassed $100 billion.

4. Correct — The Special Representatives Mechanism was established in 2003 to resolve
the boundary dispute.

Mains Model Question:

Discuss the evolution of India-China relations over the past 75 years. What are the key
areas of cooperation and conflict, and how can both nations work towards a stable and
constructive partnership?

India and China share a complex and multifaceted relationship that has evolved significantly
over the past 75 years. The establishment of diplomatic relations in 1950 marked the beginning
of formal engagement between the two Asian giants. The early years were characterized by
cooperation, with both nations supporting anti-colonial movements and promoting the Five
Principles of Peaceful Coexistence (Panchsheel) in 1954. However, the 1962 border war led to
a significant downturn in relations, creating long-standing mistrust.

In the post-Cold War period, both countries worked towards normalizing relations through
high-level visits and agreements, including the 1988 Rajiv Gandhi visit that initiated a new
phase of engagement. Economic ties strengthened, with bilateral trade surpassing $100 billion
in recent years. Despite economic interdependence, border tensions, particularly in Doklam
(2017) and Galwan (2020), have continued to strain ties. The unresolved boundary dispute,
trade imbalances, and China’s growing influence in South Asia remain key points of
contention.
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Engaging China in Modi 3.0

The PM and Xi will be in Astana for the SCO leaders’ summit early next month. Signals on ties over the last
several weeks have been nuanced, and an Australian recalibration suggests a way for realistic engagement

SHUBHAJIT ROY

IT IS four years this week since the Galwan
clashes of June 15, 2020 that rocked India-
China (IE! and the border slandnl'l'ls yei o
be resol About 50,000 to

are suudeplaycdmeach side ofme S
Managing the mlaunnsmp with China is the

Modi mrnen( in its thi
The Prime Minister is likely to be in the
same place at the same time as China’s
it Xi SuUrme-

Prime Minister Narendra Modi with former Speaker of the US House of Representatives Nancy
n New Delhi on Thursday. The delegation had met the Dalai Lama earlier. P11

Pelosi and other members of

a Congr
mitof d
{SCO)in Astana, the capital of Kazakhstan, on
July 3—4. It remains to be seen if a meeting  der standoffin Ladakh. Tt ingis- ic ties, and have instead focusedon  pected mandate — with the government

takes place between the two leaders, and
whetheritleads to a breakthro

Developments over the past few weeks
provide some context for the Astana summit.

Two interviews and hope
IN APRIL, Prime Minister Modi told

India, the relationship wu:h China is impor—

uE (!\ehl«.[y(;rnelnmﬁ_lrsesolv—
ing these issues, pal

the Prime Minister had provided a “big pic-
ture” perspective.
1

and Was Sec as a nu-

w clly the

our hat the inour
bilateral interactions can be put behind us."
“Stable and peaceful relations between
Inglia and China are important for not just our
two countries but the entire region and
world,” Modi said. I hope and believe that
through positive and constructive bilateral
engagement at the diplomatic and military
levels, we will be able to resmreand sustain

peace and tranquility on our borde:
CEinairear it posttively 1o the Prime

Minister’s framing of the border dis,

Indian
from the earlier smnctuf"disemnt"
and “de-escala

Taiwan, Tibet, and leverage
While these instances built hope for a res-
olution after the Lok Sabha election, other
developments spotlighted persisting com-
plications.
FIRST,

the Prime and Taiwan's
Lai Ching-te on the social media pla:rormx
— which sources said was the first public in-

v -
e relationship between India and
as “about more than the boundary
situation™. The two n close

the Chinese. wv this as a provocation.
_On June 5, the P Presl(lent also known as
ated Modi on return-

ation through diplomatic and
ues related

Lai,
ing to power, and said he looked forward to
d.: Talwan-India

to the border situation and have made posi-
tive progress”, she said.
“We hope that India will work with China,
approach the bilateral relations from a strate-
gic height and long-term perspective, keep

. culture, and ed The pro-
file of the relationship, now in its third
decade, has been ;Iehber.au:ly Kept low ow-
ing to Chinese sensiti

SECOND, a sevel mm ber bipartisan

of the United States. S5 Imet
the Dalai Lama in Dharamsala on
Wednesday, where former House Speaker
MNancy Pelosi declared that while the Tibetan
spiritual leader’s “legacy will live forever™, Xi
will “be gone and nobody will give [him]
credit for anything™.

A day later, on Thursday, the delegation
called on Prime Minister Narendra Modi,
External Affairs Minister S Jaishankar, and
Mational Security Advisor Ajit Doval.

The Chinese reacted sharply, and “urged"™
the US to “adhere to its commitments ol rec-
ogni Xizang as part of China and not sup-
porting “Xizang independence”. China refers
to Tibet as Xizai

Pelosi had ignored warnings from Beijing
to visit Taiwan in August 2022. On June 12,
the House of Representatives passed the bi—
Promoting a Resolution to the Tibet-
spute Act, which had already cleared
the Senate,

The upshot -'ll'!d the outlook

nd
on trade, technology and other sectors to

to peace
Pacific™. Modi thanked Lai and expressed
hope for closer ties and a mutually benefi-

building trust and and

China ~all fi ficial inter-

cooperation, and seek t
appropriately to put the relauonshlpon &
sound and stable track.” the spokesperson saicl.

IN MAY, External Affairs Minister S
Jaishankar express: pe for resolving the
remaining issues with China amid the bor-

actions between the Taiwan authorities and
countries having diplomatic relations with
China”, and asked India not to deviate from its.
e ment to the ‘One China’ policy.

India and Taiwan do not have formal

be read?

Some analy:.lf. believe that while India
has clearly showm its intent on resolving the
border situation Ihrough the tnlervnew»

wary of criticism that any reconciliation that
was not on India’s terms might draw.

Stable borders are key for the govern-
ment to focus on its agenda for economic
growth, especlally after the election results
have shown tl BJP suffered due to the
lack of jobs and nse in prices. The ongoing
engagement between Australia and China
offersinsight that is relevant to India as well.

Australia-China ties suffered a setback
under the Centre-right governments of
Malcolm Turnbull and Scott Morrison. The
change in government muted the high-
decibel rhetoric from leaders on the right,
and the Centre-left Prime Minister Anthony
Albanese is seen to be engaging with
China’s leadership at the highest level,
while not compromising on Australia’s core
interests.

On the first visit by a Chinese Premier to
Australia in seve
said he had held “candid, in-depth and fruit-
ful” talks with Albanese. and the two coun-
tries had agreed to manage their differences
and disagreements properly.

The last two meetings between Modi and
Xi — on the sidelines of the G20 leaders
meeting in Bali in November 2022 and on
the margins of the BRICS summit in Sout!
Africain Augule[lZ] — dic not produce pos-
itive outcomes. Bilateral ties remain

P.

to the border dispute, and there has been
hasdly any

given by the PM an t has also

sentout a signal mrouga Petostavisit to the
Dalai Lama ahead of a possible meeting be-
tween M

i and Xi in Astana.
others believe that while New Delhi

— bilateral trade touched
arecord$ 136 billion in 2023 — buta height-
ened awareness of the security threat per-
ception from China has led to a serious effort
at decoupling by the Indian establi

sit-

but several things. including Xi's personal

will, must Fall in place.

However, there are areas of cooperation, including multilateral forums like BRICS, the Shanghai
Cooperation Organisation (SCO), and climate change negotiations. Both countries also share
interests in global governance reforms and the Global South’s development agenda. Moving
forward, sustained dialogue, confidence-building measures along the border, and expanding
economic and cultural ties can help foster stability. A pragmatic approach that prioritizes mutual
respect, economic collaboration, and diplomatic engagement is essential for a constructive India-
China relationship that benefits both nations and contributes to regional stability.
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