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Page 01 : GS II : International Relations / Prelims Exam 
India’s ambitious "Free Trade Agreement (FTA) spree," aimed at boosting exports and integrating with global supply chains, has 

hit a geopolitical roadblock in West Asia. While negotiations with Western partners like the U.K. and the EU remain on a steady 

trajectory for 2026, the escalating conflict involving Israel, Iran, and regional actors has forced a "pause" on talks with the Gulf 

Cooperation Council (GCC) and Israel. This highlights the vulnerability of bilateral economic 

agendas to regional instability and the strategic "chokepoints" of global trade. 

Key Highlights of the Report 

West Asia Delays: Negotiations with the GCC (comprising Bahrain, Kuwait, Oman, Qatar, 

Saudi Arabia, and the UAE) and Israel are officially delayed due to the active state of 

war in the region. 

Progress in the West: * India–U.K. FTA: Expected implementation by May 1, 2026 

(International Labour Day). This follows the signing of the Comprehensive Economic 

and Trade Agreement (CETA) on July 24, 2025. 

India–EU FTA: Negotiations concluded in January 2026; ratification by the 

European Parliament is expected by November 2026, with the deal likely 

entering into force in early 2027. 

The Conflict Factor: The formal launch of India–GCC talks in February 2026 and the first 

round of India–Israel talks in the same month have been overshadowed by the 

closure of the Strait of Hormuz and direct military escalations in the region. 

Static Correlation 

A. Free Trade Agreements (FTAs) & Economic Integration 

Definition: An FTA is a pact between two or more nations to reduce barriers to imports 

and exports among them. 

Stages of Integration: 1. PTA (Preferential Trade Agreement): Lowering tariffs on 

select goods. 

2. FTA: Eliminating tariffs on most goods. 

3. CEPA/CECA: Comprehensive deals including services, investment, and IPR. 

Rules of Origin (RoO): Criteria used to determine the national source of a product to prevent third-party countries from 

"dumping" goods through FTA partners. 
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B. Gulf Cooperation Council (GCC) 

Established: 1981 (Riyadh, Saudi Arabia). 

Members: Saudi Arabia, UAE, Qatar, Kuwait, Oman, and Bahrain. 

Significance for India: * Energy Security: Source of over 50% of India’s oil and 85% of LPG. 

Remittances: Home to ~10 million Indian expats; a primary source of foreign exchange. 

Trade: India’s largest trading bloc partner ($178 billion+ in FY25). 

C. Geopolitical Chokepoints: The Strait of Hormuz 

Location: Between the Persian Gulf and the Gulf of Oman. 

Strategic Importance: Approximately 20% of the world’s total oil consumption passes through this strait. Any disruption (as 

seen in early 2026) directly spikes global crude prices and impacts India's Current Account Deficit (CAD). 

Impact Analysis for India 

Sector Impact of Delay / Conflict 

Energy Supply chain disruptions leading to higher landed costs of crude and gas. 

Exports Delay in duty-free access for Indian textiles, gems, and engineering goods to the lucrative Gulf market. 

Connectivity 
Uncertainty over the India-Middle East-Europe Economic Corridor (IMEC), which relies on stability in the UAE, 

Saudi Arabia, and Israel. 

Strategic 
Balancing ties between Israel (a "Special Strategic Partner") and the Arab world while managing the fallout of the 

Iran-Israel confrontation. 

Conclusion 

The delay in FTA negotiations with West Asian partners is a tactical setback necessitated by regional volatility. However, the 

imminent implementation of the U.K. deal and the progress with the EU provide a cushion for India’s trade targets. For India, the 

long-term challenge remains the diversification of energy sources and the securitization of maritime trade routes. As India 

pursues its vision of Viksit Bharat 2047, its trade policy must remain adaptive, balancing economic liberalization with the harsh 

realities of "poly-crisis" in the Middle East. 
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UPSC Prelims Exam Practice Question   

Ques: With reference to Free Trade Agreements (FTAs), consider the following statements: 

1. FTAs eliminate tariffs on all goods traded between member countries. 

2. Rules of Origin are used to prevent trade deflection. 

3. CEPA includes provisions related to services and investment. 

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  

Ans: A) 

UPSC Mains Exam Practice Question   

Ques: “India’s trade diplomacy is increasingly shaped by geopolitical instability in West Asia.” 

Discuss in the context of recent delays in India’s FTA negotiations with GCC and Israel. (150 Words) 
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Page 06 : GS II & III : Indian Polity and Economy / Prelims Exam  

The transition to the VB-GRAM (G) Act, 2025, marks a structural shift in India’s rural employment guarantee framework. While 

the Centre has earmarked over ₹95,000 crore for FY 2026-27, the implementation hinges on a 40% cost-sharing model by States. 

The current friction arises from the absence of a "normative allocation formula," leading States to budget based on historical 

MGNREGA expenditure patterns to avoid a rural distress crisis. 

 

Key Highlights of the Report 

Budgetary Provisions: 24 States/UTs have already set aside approximately ₹31,000 crore as their share, despite the lack of a 

finalized Central formula. 

The 125-Day Guarantee: Unlike MGNREGA's 100-day limit, VB-GRAM guarantees 125 days of work, increasing the financial 

burden on both levels of government. 

Funding Ratio: * General Category States: 60 (Centre) : 40 (State). 

NE & Hilly States/UTs: 90 (Centre) : 10 (State) [or similar relaxed norms as per previous schemes]. 
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The "Normative Allocation" Debate: Section 4(5) of the Act 

requires the Centre to distribute funds based on "objective parameters" to ensure poorer States (like Bihar or Odisha) 

get a fair share compared to historically high-spending States (like Rajasthan). 

Static Correlation  

A. MGNREGA vs. VB-GRAM (G) Act 

MGNREGA (2005): A demand-driven scheme where the Centre bore 100% of unskilled labor costs and 75% of material 

costs. 

VB-GRAM (2025): Shifts toward a fixed cost-sharing ratio (60:40). This increases Cooperative Federalism but also raises 

concerns about the fiscal capacity of debt-stressed States. 

B. Fiscal Federalism & Article 282 

Article 282: Allows the Union or a State to make grants for any public purpose. Most Centrally Sponsored Schemes (CSS) 

like VB-GRAM fall under this. 

The Challenge: When the Centre mandates a 40% share, it shrinks the "fiscal space" for States to fund their own regional 

welfare schemes. 

C. Normative Allocation Formula 

In public finance, "Normative" refers to how things should be distributed based on criteria like: 

Rural Poverty Headcount Ratio. 

Unemployment Rates. 

Agricultural Distress Levels. 

The goal is to move away from "historical spending" (which rewards efficient states) to "need-based allocation" (which 

supports laggard states). 

Comparison Table: MGNREGA vs. VB-GRAM (G) 

Feature MGNREGA (2005) VB-GRAM (G) Act (2025) 

Days Guaranteed 100 days per household 125 days per household 

Funding (Unskilled Labor) 100% by Centre 60% Centre : 40% State (General) 
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Feature MGNREGA (2005) VB-GRAM (G) Act (2025) 

Allocation Basis Demand-driven (Bottom-up) Normative Allocation (Formula-based) 

Focus Livelihood security Livelihood + Ajeevika (Enterprising) 

 

Conclusion 

The proactive budgeting by 24 States signifies their reliance on rural employment as a safety net, regardless of political 

affiliation. However, the delay in notifying the "normative formula" creates a fiscal vacuum. For VB-GRAM to succeed, the 

formula must balance "Equity" (supporting poor states) with "Efficiency" (not penalizing states with high demand). The transition 

period will test the strength of India's fiscal federalism and its ability to manage rural aspirations in a post-MGNREGA era. 

UPSC Prelims Exam Practice Question   

Ques: The term “Normative Allocation Formula” in public finance refers to: 

A. Allocation based on past expenditure trends 

B. Allocation based on objective need-based criteria 

C. Allocation based on political considerations 

D. Equal allocation among all States  

Ans: (C)  

UPSC Mains Exam Practice Question   

Ques: "The shift from MGNREGA to VB-GRAM reflects a deeper transformation in India’s fiscal federalism.” Discuss. (150 Words) 
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Page 08 : GS III : Indian Economy / Prelims Exam 
On February 27, 2026, the Ministry of Statistics and Programme Implementation (MoSPI) released a new series of GDP estimates, 

shifting the base year from 2011-12 to 2022-23. This "rebasing" is a standard statistical practice to capture structural changes in 

the economy, such as new industries, shifting consumption patterns, and updated data from the corporate and household 

sectors. While the new estimates show a slightly smaller economy (3-4% lower) than previous projections, they offer a more 

granular and realistic "health check" of India's growth. 

 

Key Highlights & Data Points 

The New Scale: GDP at current prices is estimated at ₹318.07 lakh crore for FY 2024-25. 

Sectoral Composition (GVA 2024-25): 

Primary (Agri & Allied): 21.4% 

Secondary (Industry/Mfg): 25.8% (Manufacturing grew at a robust 9.3%). 

Tertiary (Services): 52.9% 

Consumption: Private Final Consumption Expenditure (PFCE) remains the backbone of the economy, accounting for 56% of 

GDP. 
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Major Methodological Refinements 

The new series introduces four "game-changing" technical updates: 

Multi-Activity Segregation: Instead of tagging a company’s entire value to its "main" business, the GVA is now split across 

its various activities (e.g., a company doing both manufacturing and retail) using MGT 7/7A data. 

Size-Class Scaling: It uses a more sophisticated "blown-up factor" based on Paid-Up Capital (PUC) to estimate the 

contribution of active companies that haven't filed returns yet. 

LLP Integration: Comprehensive coverage of Limited Liability Partnerships (LLPs) using Ministry of Corporate Affairs (MCA) 

data. 

Household Sector Accuracy: It combines ASUSE (Annual Survey of Unincorporated Sector Enterprises) data for "value per 

worker" with PLFS data for the "number of workers," replacing the old method of simple extrapolation. 

Static Correlation  

A. Understanding GDP and GVA 

GDP (Gross Domestic Product): The total market value of all finished goods and services produced within a country's 

borders in a specific period. 

GVA (Gross Value Added): Provides the sector-wise contribution to the economy (Supply side). 

Base Year: A representative year used as a benchmark for calculating real growth by eliminating the effects of inflation. 

B. Deflation Methods 

Double Deflation: A method where both output and intermediate inputs are deflated separately by their respective price 

indices. This is considered the "gold standard" for calculating Real GVA. 

C. Unincorporated Sector (The "Household" Sector) 

This sector includes small family businesses, kirana stores, and street vendors. 

ASUSE (Annual Survey of Unincorporated Sector Enterprises): A crucial survey that captures the economic contribution 

of the informal/unorganized sector, which is otherwise hard to track via corporate filings. 

Challenges & The Path Ahead 

Despite the improvements, the author highlights two critical "data gaps": 
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The State-Level Split: While national data is robust, allocating a 

company's total GVA across different States (GSVA) remains difficult. The author suggests using GST data and improving 

the Annual Survey of Industries (ASI) frame to fix this. 

Volatility in Small Business Data: The ASUSE data shows high fluctuations (e.g., in rubber and plastics). To fix this, the 

series uses a three-year moving average, but the author recommends a "rotating panel design" (similar to PLFS) for 

more stability. 

Conclusion 

The 2022-23 GDP series is a landmark step toward "Data Sovereignty" and statistical transparency. By integrating high-frequency 

data from the MCA, GST, and ASUSE, India has moved closer to the System of National Accounts (SNA) 2008 standards. 

However, the reliability of India’s economic narrative will depend on how well MoSPI addresses the "volatility" in informal sector 

data and the "allocation" of corporate profits across states. For a $5 trillion aspiration, accurate measurement is the first step 

toward effective management. 

UPSC Prelims Exam Practice Question   

Ques: The term “Double Deflation” refers to: 

A. Adjusting GDP for inflation using CPI only 

B. Deflating both output and input separately using price indices 

C. Removing subsidy effects from GDP 

D. Adjusting nominal GDP twice for accuracy  

Ans: B) 

UPSC Mains Exam Practice Question   

Ques: Explain the methodological improvements introduced in the latest GDP series. How do they enhance the accuracy of 
economic measurement? (150 Words) 
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Page 10 : GS II : International Relations / Prelims Exam 
The military escalation between the U.S.-Israel alliance and Iran on February 28, 2026, has triggered a "black swan" event in 

global trade: the closure of the Strait of Hormuz. As a chokepoint for 20% of global oil, its blockage has pushed crude prices 

above $110 per barrel. This crisis is forcing a radical recalibration of international relations, turning former "pariah" states like 

Russia into essential market stabilizers and testing the fiscal resilience of energy-dependent giants like India and China. 

 

Key Highlights of the Report 

The Chokepoint: The Strait of Hormuz is only 33 km wide but carries nearly a fifth of global traded oil. Its closure essentially 

"decapitates" the primary supply line from the Persian Gulf to Asia. 

Russia’s Re-emergence: Following the 2022 Ukraine conflict, Russia was sanctioned by the West. However, the Hormuz 

closure has made Russian oil the only viable large-scale alternative. Paradoxically, the U.S. now quietly favors increased 

purchases of "marooned" Russian oil to prevent a global economic meltdown. 
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India’s Strategic Pivot: India has shifted its oil basket significantly, 

with Russian imports rising from 2.5% in 2021 to 39% by 2023. Indian refineries are now "middlemen," processing 

discounted crude into refined products for global markets. 

The Trump Factor: U.S. policy under President Trump (2026) aims to control future reserves in Venezuela and Iran, but the 

current blockade has disrupted these long-term profit projections. 

Static Correlation  

A. Geography: Maritime Chokepoints 

Strait of Hormuz: Connects the Persian Gulf and the Gulf of Oman. It is the world's most important oil transit chokepoint. 

Other Critical Straits: 

Bab-el-Mandeb: Connects the Red Sea to the Gulf of Aden. 

Strait of Malacca: Vital for India and China's trade with East Asia. 

Suez Canal: Connects the Mediterranean to the Red Sea. 

B. Economics: Oil Pricing & India's Macroeconomy 

Brent Crude: The international benchmark for oil prices. 

Current Account Deficit (CAD): Since India imports ~85% of its oil, a price surge above $110 leads to a widening CAD, 

weakening the Rupee and causing Imported Inflation. 

Strategic Petroleum Reserves (SPR): India maintains underground salt caverns (Visakhapatnam, Mangaluru, Padur) to hold 

oil stocks for ~9.5 days of consumption to mitigate such supply shocks. 

C. International Relations: Energy Diplomacy 

The "Double Game": The analysis shows how Western nations criticize Russian oil purchases publicly while relying on those 

same flows to maintain global price stability. 

Strategic Autonomy: India’s decision to buy Russian oil despite Western pressure is a prime example of "Strategic 

Autonomy"—prioritizing national interest (energy security and inflation control) over bloc politics. 

Comparison of Energy Giants (IEA/Author Data) 

Feature United States India Russia 

Role Largest Producer & Consumer 2nd Largest Importer Largest Tradable Surplus 
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Feature United States India Russia 

Energy Intensity 10x per person vs India High growth, low per capita Export-dependent economy 

Current Strategy Intervention & Shale drilling Diversification & Refining exports Market stabilization (Unintended) 

 

Conclusion 

The "Strait of Hormuz Crisis" of 2026 underscores a fundamental truth: geopolitics follows the pipes. The closure has proven that 

sanctions are luxury tools of peacetime; in a true energy crunch, economic survival trumps political moralizing. For India, this 

crisis validates its multi-alignment strategy but also highlights the urgent need to accelerate the Green Energy Transition to 

reduce dependency on volatile maritime corridors. 

UPSC Prelims Exam Practice Question   

Ques: The term “Strategic Autonomy” in India’s foreign policy refers to: 

A. Aligning with Western democracies 

B. Maintaining neutrality in all conflicts 

C. Taking independent decisions based on national interest 

D. Avoiding all military alliances  

Ans: C) 

UPSC Mains Exam Practice Question   

Ques: Examine how the ongoing West Asian conflict has altered global power dynamics, particularly the role of Russia as an 

energy supplier. (250 Words) 
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Page : 11 : GS I : Indian Modern History / Prelims Exam 

The Mahad Satyagraha, led by Dr. B.R. Ambedkar on March 20, 1927, was not merely a protest for water; it was a revolutionary 

claim to "human-ness." By drinking from the Chavdar Tale (Tasty Tank), Ambedkar challenged millennia-old social hierarchies. 

While the 1930 Salt Satyagraha fought an external colonial power, Mahad fought an internal social "sickness." As the centenary 

approaches in 2027, the Republic faces a moment of "honest reckoning" regarding the lived reality of Article 17 (Abolition of 

Untouchability). 

 

Key Historical & Legal Milestones 

The "No Peon, No Water" Prelude: Ambedkar’s childhood experience of being denied water at school without a high-

caste peon to pour it formed the emotional core of this movement. 
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The Bole Resolution (1923): A legislative move to open public 

places to "depressed classes," which remained a "dead letter" until the Mahad march transformed law into action. 

The Symbolic Fire (Dec 25, 1927): During the second conference at Mahad, the Manusmriti was publicly burned, signaling 

a break from "graded inequality" toward a future based on rights. 

The Judicial Battle (1927–1937): A decade-long litigation followed. It culminated in the Bombay High Court ruling (Narhari 

Damodar Vaidya v. Bhimrao Ramji Ambedkar) which affirmed that the tank was public property and access was a right, 

not a "pollution." 

Comparison: Salt Satyagraha vs. Mahad Satyagraha 

Feature Salt Satyagraha (1930) Mahad Satyagraha (1927) 

Target External Oppressor (British Empire) Internal Oppressor (Caste Hegemony) 

Objective Political Freedom (Swaraj) Social Dignity & Equality 

Nature of Challenge Economic Apparatus (Salt Tax) Civilizational Sickness (Untouchability) 

Legacy Challenged Colonial Legitimacy Formed the "Grammar of Equality" for the Constitution 

 

Static Correlation: The "Watermark" on the Constitution 

The Mahad Satyagraha directly informed the drafting of Part III (Fundamental Rights). 

Article 15(2): Specifically prohibits discrimination regarding access to shops, public restaurants, hotels, and places of public 

entertainment; or the use of wells, tanks, bathing ghats, roads, and places of public resort. This is a direct legal response 

to the Chavdar Tank denial. 

Article 17: The absolute abolition of "Untouchability." Unlike other rights that can be restricted, this is an absolute mandate, 

reflecting the non-negotiable dignity sought at Mahad. 

Constitutional Morality: Ambedkar’s insistence on using the courts (1927–1937) despite social violence highlights his belief 

in Constitutional Methods over anarchy—a theme he emphasized in his final Constituent Assembly speech. 

The Centenary Proposal: 2026–2027 

The author proposes a "Year of Reckoning" to evaluate if the "Constitutional Promise" has met the "Social Reality." 
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The Manual Scavenging Crisis: Despite legal bans, the 

persistence of manual cleaning of sewers is a modern-day extension of the "untouchability" logic. 

Educational Access: Reports of Dalit children still being segregated during mid-day meals or denied water in certain rural 

pockets suggest the "No Peon, No Water" principle survives in "new vocabularies." 

Conclusion 

The Mahad Satyagraha was the first time "the last, the least, and the lost" of India drank water as a matter of right, not stealth. If 

Dandi gave India the "aspiration for Swaraj," Mahad gave it the "logic of Justice." As the nation moves toward the centenary on 

March 20, 2027, the celebration must go beyond ceremonies to ensure that no Indian is diminished by the "lottery of birth." 

UPSC Prelims Exam Practice Question   

Ques: The Bole Resolution (1923) is related to: 

A. Abolition of Zamindari 

B. Opening of public spaces to depressed classes 

C. Civil Disobedience Movement 

D. Formation of Constituent Assembly 

Ans: B) 

UPSC Mains Exam Practice Question   

Ques: "The Mahad Satyagraha was not merely a protest for water but a struggle for human dignity.” Discuss. (250 Words) 
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Page : 08 : Editorial Analysis  
 

 

 

 

 

 

 

GS Paper III : Indian Economy  

UPSC Mains Exam Practice Question: “Project Insight represents a paradigm shift from 

intrusive tax enforcement to intelligent compliance management.” Discuss.(250 Words) 
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Context : Historically, India has struggled with a low tax-to-GDP ratio (averaging ~16.36% between 2001-22) and significant tax 

evasion (estimated at 4.3% of revenue annually). In the digital era, the Income Tax Department (ITD) is transitioning from 

traditional, intrusive enforcement to a data-driven, non-intrusive approach. At the forefront of this shift is Project Insight, which 

utilizes AI and Big Data to bridge the "tax gap" and modernize India's fiscal governance. 

Core Framework: Project Insight (PI) 

Launched in 2017 and fully operational by 2019, Project Insight is the "brain" of India's algorithmic tax governance. 

Key Components 

INTRAC (Income Tax Transaction Analysis Centre): The analytical engine that creates a 360-degree profile of taxpayers by 

integrating data from PAN, Aadhaar, GSTN, property registrations, and credit card transactions. 

Compliance Management Centralized Processing Centre (CMCPC): Based in Bengaluru, it handles automated 

verifications and communications. 

NUDGE Strategy: Standing for Non-intrusive Usage of Data to Guide and Enable, it uses behavioral economics to send 

SMS/email alerts to taxpayers whose filings mismatch their actual expenditure. 

 

The Benefits: Efficiency and Outreach 

The application of AI in taxation has yielded tangible results: 

Increased Revenue: Over one crore revised returns have been filed since 2020-21, generating an additional ₹11,000 crore. 

Detection of Sophisticated Fraud: Recently, the ITD uncovered suppressed sales of ₹70,000 crore by restaurants using 

"selective deletion" of digital invoices. 

Improved Service: The average time to process tax refunds has plummeted from 93 days to 17 days. 

Tax Base Expansion: Identification of high-value transactions (e.g., overseas assets or crypto income) has forced a larger 

section of the "shadow economy" into the tax net. 

Critical Challenges and Risks 

The transition to "Algorithmic Governance" is not without friction: 

Challenge Impact 

Data Quality 
AI may flag legitimate financial complexities (like joint family structures) as evasion, creating "false 

positives." 

Algorithmic Bias 
If trained on historical data, models might unintentionally target specific geographic or socio-economic 

groups. 

Explainability Taxpayers often don't know why they were flagged, violating the principle of due process. 

Privacy & 

Security 
Creating a massive centralized repository of sensitive financial data increases the risk of data breaches. 
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Challenge Impact 

Lack of Oversight India currently lacks an AI Ombudsperson or a legal requirement for external audits of risk-scoring models. 

 

Static Perspective 

Article 265: No tax shall be levied or collected except by authority of law. 

Direct vs. Indirect Tax: Direct taxes (Income Tax) are progressive; Indirect taxes (GST) are regressive. AI is being used across 

both via GSTN and Project Insight. 

Behavioral Economics: The "Nudge Theory" (pioneered by Richard Thaler) is central to the PI initiative, moving away from 

the "command and control" model to voluntary compliance. 

Digital Governance: PI aligns with the National Strategy for AI and the Digital India Mission. 

 

Conclusion 

AI is a double-edged sword for Indian tax governance. While it offers a powerful solution to the chronic problems of low tax 

compliance and manual inefficiency, it risks becoming a "black box" of surveillance without adequate safeguards. To ensure a 

fair and equitable tax system, India must introduce human-in-the-loop evaluations, algorithmic transparency, and a dedicated AI 

grievance redressal mechanism. The goal should be a modern tax intelligence system that is as ethical as it is effective. 

 

 

 


