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Households are piling on debt faster
than creating assets, RBI data show

T.C.A. Sharad Raghavan
NEW DELHI

The annual financial debt
accumulated by Indian
households has grown fas-
ter than their annual finan-
cial assets since the pre-
pandemic year 2019-20, an
analysis of Reserve Bank of
India data has found.

The amount of financial
assets added each year has
grown 48% between 2019
and 2025, while the annual
liabilities have grown 102%
over that period. Even as a
percentage of Gross Dom-
estic Product (GDP), the
annual financial asset addi-
tion is lower this year than
before the pandemic,
while the annual liabilities
added are higher.

Data also reveal a signif-
icant shift in the way In-
dians save, with mutual
funds becoming a popular

English Summary:

Rising debt

The chart shows total annual liabilities of Indian households, in
2 lakh crore. Indian households are adding a much higher level
of debt each year now compared to the COVID-19 period
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instrument for households
to invest their money.
Households added 324.1
lakh crore to their financial
assets in 2019-20, which
grew to ¥35.6 lakh crore in
2024-25, the latest period
for which the RBI has re-
leased data. This is a
growth of 48%. On the oth-

Source: RBI

er hand, households ad-
ded %15.7 lakh crore worth
of financial liabilities to
their portfolios in 2024-25,
which is 102% higher than
the 7.5 lakh crore they ad-
ded in 2019-20.

The financial assets ad-
ded by Indian households
each year stood at 12% of

India’s GDP in 2019-20,
which declined to 10.8% by
2024-25. This figure has re-
mained largely stable at
this level in the post-pan-
demic period.

Financial liabilities of In-
dian households, on the
other hand, made up 3.9%
of GDP in 2019, which in-
creased to 4.7% in 2024-25.
Here, however, the situa-
tion has improved recent-
ly, with this proportion
having hit a post-pandemic
peak of 6.2% in 2023-24 be-
fore declining in 2024-25.

The data also show the
changing nature of the way
in which households are
saving and investing mo-
ney. For example, bank de-
posits have remained the
main destination for hou-
sehold savings, but mutual
funds have seen their share
grow rapidly over the last
few years.

The Reserve Bank of India (RBI) has reported that Indian households’ financial liabilities are
growing at twice the pace of their asset creation since the pre-pandemic period. Between 2019 and
2025, annual household financial assets have increased by 48%, while liabilities have surged by 102%.
Although savings and investments remain robust in volume terms, the rate of debt accumulation—
particularly through personal loans, housing loans, and credit cards—has outpaced asset growth,

reflecting post-pandemic consumption patterns and easy credit availability.

Key Data Highlights:

Indicator

Financial Assets Added

Financial Liabilities Added

Assets as % of GDP
Liabilities as % of GDP

FY 2019-20 FY 2024-25 OG/:"Wth

324.1 lakh %35.6 lakh +48%

crore crore

7.5 lakh crore 115.7 lakh +102%
crore

12% 10.8% !

3.9% 4.7%

Post-pandemic Peak in Liabilities (2023-

24)

6.2% of GDP —




Key Findings from RBI Data:

Debt Growth Outpaces Savings:

Household debt is rising faster than income or asset creation. The annual liabilities doubled
between FY20 and FY25.

Decline in Asset-to-GDP Ratio:

Financial assets as a share of GDP fell from 12% in FY20 to 10.8% in FY25, despite nominal
growth in rupee terms.

Rising Leverage:

Household debt now constitutes 4.7% of GDP, up from 3.9% in FY19, peaking at 6.2% in FY24
before stabilizing.

Shift in Investment Behaviour:

There’s a noticeable shift from traditional bank deposits to mutual funds and market-linked
instruments as preferred savings options.

Consumption-Driven Borrowing:

Post-pandemic, consumer loans, housing credit, and digital credit have driven the spike in
liabilities.

Structural Interpretation:
Trend Interpretation

Easy Credit Availability

Banks and NBFCs aggressively expanding retail credit due to demand
slowdown in corporate sector.

Post-COVID Consumption Families taking loans for housing, vehicles, education, and lifestyle

Boom upgrades.

Shift to Financial Mutual funds gaining at the expense of bank FDs; higher risk appetite

Instruments post-pandemic.

Stagnant Real Wages Slower income growth compared to credit access leading to debt
dependency.

Urban Household Rising household debt concentrated in urban salaried segments.

Leverage

RBI Analysis on GDP Link:

In FY2019-20, household savings were 12% of GDP, now 10.8%.
Liabilities rose from 3.9% of GDP (FY19) to 4.7% (FY25).
The imbalance reflects low real returns, persistent inflation, and higher credit dependence.

Broader Economic Implications:

Domain Impact

Monetary Stability Rising retail debt may heighten financial vulnerability amid interest rate
changes.

Savings Rate Lower household savings may constrain India’s investment-driven growth

Decline model.

Consumption Boost Short-term consumption growth may mask long-term debt risks.

Inflation Sensitivity Higher EMIs reduce disposable income, worsening inflation pass-through.

Wealth Inequality Credit-led consumption mostly benefits middle- and upper-income groups.

RBI Chart Insight:
Chart Title: Rising Debt

FY19-20:X7.7 lakh crore

FY20-21:X7.9 lakh crore

FY21-22:%5.9 lakh crore (COVID-19 impact)
FY22-23:%16 lakh crore (rebound due to pent-up demand)



e FY23-24:%18.8 lakh crore (peak)
e FY24-25:%15.7 lakh crore (stabilisation)

RBI Observations:

e The rise in financial liabilities has been fueled by personal loans and housing credit.

e Mutual funds and insurance are emerging as the top instruments for household investment.
e Bank deposits continue to dominate savings but their relative share has declined.

Analytical Perspective:
e The trend underscores a structural imbalance between asset creation and debt accumulation.
¢ Financial literacy and credit discipline must improve to prevent over-leveraging.

e Policymakers may need to incentivize savings through tax and interest rate reforms.
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UPSC Mains Practice Question:
“Indian households are increasingly shifting from savers to borrowers. Discuss the macroeconomic
implications of this trend with reference to RBI data (2019-2025).”

(250 words -

GS Paper 3)

Kerala becomes first State to declare itself free ot extreme poverty

The Hindy Burcau
THIRLVANANTHAPLEAM

Chief Minister Pinarayi Vi-
sayvan declared Kerala ‘free
from extreme poverty” at o
spectal session of the As
sembly on the oocasion of
the Stare Formagion Day
(Kerals Piravi) on Seturda,
making it the fese State to
daso

The Oppasition Undted
Democratic Front walked
onnt of the Sessi0n Question
mg the propoety of con
venlng & special sesséon
past for the Chied Minister
0 make 3 statement under
Rule 300 of the Howse pro-
cedures, Leader of the Op-
position V.01 Satheesan al
0 called @ a “hollow
proclamation”

Mr, Vigayan, who called
oM

this year's Kerala Mravi the
barth of a neew exa, spoke &
fengxh about the fouryear
oo process that led to the
declaratsom.  Refuring the
Opposition charge that the
dechintion was a publicxy
stunt ahead of the local bo-
dy elections, he sikd tha
the imglesnentation of the
Extrome Poverty Eradica
o Programene was a de-
clshon taken in the frs Ca
binet meeting of the Leit
Demacracic Front (n 2021

Programime process
"We anly make prosmises
we can fulfil and we haoe
fulfilled what we pro-
mised,” he said “This
oud ochievement  be
10 the entire people
erala, We are witness-
oA histostc moanent,” the

English Summary:
On Kerala Piravi Day (State Formation Day), Chief Minister Pinarayi Vijayan announced that
Kerala has become the first State in India to be declared “free from extreme poverty.”
The declaration follows a four-year-long implementation of the Extreme Poverty Eradication
Programme, launched by the Left Democratic Front (LDF) government in 2021.
Despite opposition criticism calling it a “hollow proclamation,” the CM emphasized that the declaration
was the result of scientific identification, community participation, and welfare convergence.

Chief Muntster sakl. He saad
thae the peocess ol idenelly
g the extremely poor fa
milies began within two
maonths of that deciston
with active public partici
pacion, mduding local bo
dv  representatives,  Ku
dumbashree workess
volungewrs and officlals

e Camilies identified
through data collection at
the locad body level were
scrutinised  and  recom
mended by ward coemi
tees. This was subjected o
ancther check and a dratt
list was prepared. This list
was presecoed to the gra
ma sabhas and from it,
1,080,009 indivicuals from
A, 006 famibes were iden
tilied as exremely poor
Consadermg food, health,
housing and inconw & the

Key Data & Programme Highlights:

Parameter

Programme Name

Chief Minksner Fisarag Viayon geing the repert detlasing Kevaka

Trom roem vatresse coserty 35 Ackor Mamemootly, ASsAL WRIAIRA

crincal factors foc idencify
i the extremely poor, mi
cro plans were prepared
fior each Gamily,

I the first phase of the
project, essential  doow
ments were provided o

Details
Extreme Poverty Eradication Programme

21,263 people, who were
struggling withoet even
he basic o 15 Reg
ular supply of 1 has
o Dot ensurad throngh
Kudumbsashree for 20648
extremely poor  families

Health services, access to
medicioes,  vacoinstions
palliative care and organ
trassplants bave been en
sured, he sald

MGNREGS roped in

Horsses were provided un
Gor the LIFE mission for
1,677 [amdoes, while 2,7
Fanuilies  wete  pi
land and houses -
boodd support wiss pronid
ed 10 4,394 families. A vonsl
of 3504 familles were
made part of the Makutma
Gandhs Natlooal lueral Em
ployment Guarantee
Scheme (MGNRELS).

A scheme o provide
special Mention to 5,583
children through the Ede
cation  Department  and
free traved for edocational
purposes was implement

ed. Scholarships were pro
vidd 10 X3 studenss. A 1o
al of 28 single member
famibes were shifte) to
safe shelter homes.

“The process of erads
CILME EAIreme poverty is a
cantimation of th
raken earder for the un
iversal public destrilwition
system and for the oradcs
ton of Endlessness and
bomelessness. Korala hus
waade remackabile progress
I the Sustamable Develop
et “II:L‘?( envisioned by
the UN by eradicating ex
tremme poverty. Our State
a laboratory foe many wel
fare activities. In terms of
extreme penerty allevis
ton too, we can hope our
verimnennts will becomse &
wher States can be
lnlu fromn, he added

leps




Parameter
Launched
Declared State Poverty-Free

Total Families Identified as Extremely
Poor

Families Benefited in Phase I

Major Contributors

Livelihood Support

Houses Constructed (LIFE Mission)
Special Assistance (Education &
Travel)

Single-member Families Shifted to
Safe Shelters

Implementation Process:
e Data-driven Identification:

Details
2021 (by LDF Government)
November 2025 (Kerala Piravi Day)

64,006 families (1,03,099 individuals)

21,263 families received essential documents, ration,
health coverage

Kudumbashree, Gram Sabhas, Ward Committees,
MGNREGS, LIFE Mission

Provided to 4,394 families
4,677 families

5,583 children covered

28 families

Conducted by local bodies, Kudumbashree workers, and volunteers using socio-economic
indicators like income, health, housing, and food security.
Lists were verified at ward committees, gram sabhas, and through multiple cross-checks to

ensure accuracy.
o Household-level Micro Plans:

Tailored action plans were created for each extremely poor family — addressing housing, health,

income, and education gaps.
e Health and Food Security:

o Free food supply ensured through Kudumbashree.
o Access to healthcare, vaccination, palliative care, and organ transplants was

institutionalized.
e Convergence Approach:

Integrated welfare through schemes such as:
o LIFE Mission (housing for homeless)
o MGNREGS (livelihood and employment support)
o Education Scholarships and Free Transport
o Public Distribution System (PDS)

Key Outcomes:
Domain Achievements
Housing
Employment
Health
Education

Social Security

Chief Minister’s Statement:

4,677 houses constructed; 2,713 provided land and houses.

35,041 families integrated under MGNREGS for sustainable livelihood.
100% access to vaccination, palliative, and organ care ensured.

5,583 children received scholarships; special travel allowances provided.
28 single-member vulnerable families relocated to safe shelters.

“We only make promises we can fulfil, and we have fulfilled what we promised. This proud
achievement belongs to the people of Kerala. We are witnessing a historic moment.”
He added that the process was rooted in grassroots participation, ensuring that no family was left

behind due to bureaucratic gaps.



Role of Key Stakeholders:

Stakeholder Role

Kudumbashree (Women’s SHG Identification, food distribution, documentation
Network) support.

Local Self-Governments Data verification and micro-plan implementation.
Ward Committees Recommendation and on-ground validation.
Gram Sabhas Democratic vetting of beneficiary lists.

Health & Education Departments Delivery of essential services.

Connection with National and Global Goals:
e Alignment with UN SDGs:
The programme directly contributes to:
SDG 1: No Poverty
SDG 2: Zero Hunger
SDG 3: Good Health and Well-being
SDG 4: Quality Education
o SDG 10: Reduced Inequalities
e Model for Other States:
The CM called Kerala’s achievement a “laboratory of welfare experiments,” hoping it would
become a replicable model for poverty alleviation across India.

O O O O

Political Context:

e The Opposition (UDF) walked out of the Assembly, questioning the timing of the declaration
before local body elections.

e However, the CM clarified that the programme was initiated in 2021, and this declaration marks
completion of the 4-year target.
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UPSC Mains Practice Question:

“Kerala’s declaration as the first State free from extreme poverty highlights the effectiveness of
decentralized governance and welfare convergence. Discuss the replicability of this model for other Indian
States.”

(250 words - GS Paper 2)



Pillai wins Kerala’s
highest literary prize

The Hindu Bureau
THIRUVANANTHAPURAM

Renowned poet K.G. San-
kara Pillai has won the Ez-
huthachhan Puraskaram
for the year 2025. Kerala’s
Minister for Culture Saji
Cherian made the announ-
cement here on Saturday.

The prize honours emi-
nent literary figures who
have made outstanding
contributions to the
growth of Malayalam lan-
guage and literature.

The jury headed by wri-
ter and last year’s winner
N.S. Madhavan described
Prof. Pillai as an eminently
gifted poet who enriched
Malayalam literature.

Writer K.R. Meera and
K.M. Anil were the other

English Summary:

. 1

K. G. Sankara Pillai

members of the jury.

Prof. Pillai’s poetry re-
presents the exhilarating
pace of modern Malayalam
poetry and its distinct sen-
sibility. Poetic excellence is
the hallmark of his works
even when they react
strongly to contemporary
issues, the panel observed.

Renowned Malayalam poet K.G. Sankara Pillai has been selected for the Ezhuthachan Puraskaram
2025, Kerala’s highest literary honour, awarded by the Kerala Sahitya Akademi under the
Department of Culture.

The announcement was made by Kerala’s Minister for Culture, Saji Cherian, in Thiruvananthapuram.
The award recognises outstanding contributions to Malayalam language and literature and
honours authors who have enriched the cultural and intellectual heritage of Kerala through their work.

About the Award:

Feature Details

Name of the

Ezhuthachan Puraskaram
Award



Feature Details
Year Established 1993

Instituted by Kerala Sahitya Akademi, under Department of Culture, Government of Kerala
Named After Thunchaththu Ezhuthachan — Father of Malayalam language
Award Includes Cash prize (X5 lakh) and citation

To honour literary figures who have made lifelong contributions to Malayalam

Purpose .
p literature

About K.G. Sankara Pillai:

Attribute Details

Full Name K.G. Sankara Pillai

Profession Poet, academician, playwright

Language Malayalam

Literary Style Modernist, experimental, socially engaged

%? (]e(l);es Humanism, socio-political realities, and philosophical reflections
Contribution Revitalized modern Malayalam poetry with new diction, form, and intellectual

depth

Jury and Citation Highlights:

e Jury chaired by writer N.S. Madhavan (last year’s Ezhuthachan awardee).

e Other members included K.R. Meera and K.M. Anil.

e The panel described Prof. Pillai as “an eminently gifted poet who enriched Malayalam literature.”

e The citation highlighted that his works reflect poetic excellence, modern sensibility, and
engagement with contemporary issues.

About Ezhuthachan (the Award’s Namesake):

e Thunchaththu Ezhuthachan (16th century) is revered as the Father of Malayalam language.
e Known for Adhyatma Ramayanam and Mahabharatam in Malayalam.

e His works shaped the modern Malayalam script and literary tradition.

Literary and Cultural Significance:

e The award not only honours literary excellence but also recognizes Malayalam’s modern
evolution and linguistic richness.

e By celebrating K.G. Sankara Pillai, the award underscores Kerala’s commitment to preserving
language diversity and creative expression.

Hindi Summary
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UPSC Mains Practice Question:
“Regional language awards like the Ezhuthachan Puraskaram play a crucial role in preserving India’s



linguistic diversity and cultural identity. Discuss.”
(150 words - GS Paper 1)

INBRIEF

Lucknow declared UNESCO

‘Creative City of Gastronomy’

Lucknow has officially been declared a UNESCO
‘Creative City of Gastronomy’ during the 43rd
Session of the UNESCO General Conference,
currently under way in Uzbekistan. The
recognition celebrates the city’s centuries-old
Awadhi cuisine, living food traditions and
inclusive cultural heritage. The government said
it marks a milestone for the State, positioning it
among the world’s top gastronomic destinations
and showing how food heritage can become a
symbol of cultural diplomacy and sustainable
tourism. Prime Minister Narendra Modi urged
people from around the world to visit the city.

English Summary:

At the 43rd Session of the UNESCO General Conference (held in Uzbekistan), Lucknow was
officially declared a UNESCO Creative City of Gastronomy.

This recognition celebrates Lucknow’s centuries-old Awadhi cuisine, culinary traditions, and living
food heritage—which combine to form an essential part of India’s intangible cultural identity.

The declaration places Lucknow among the world’s top gastronomic destinations, highlighting how
food heritage contributes to cultural diplomacy and sustainable tourism.

About the Recognition:



Parameter Details

. United Nations Educational, Scientific and Cultural Organization
Awarding Body

(UNESCO)
Programme UNESCO Creative Cities Network (UCCN)
Category City of Gastronomy
Announced At 43rd UNESCO General Conference, Uzbekistan
Year 2025
:;:a(::l;l;n(i:;zi Lucknow (Uttar Pradesh)

Significance of Lucknow’s Inclusion:

e Highlights Awadhi Cuisine, known for its dum-style cooking, kebabs, biryani, and rich royal
culinary heritage.

e Reflects the city’s inclusive cultural legacy—a blend of Mughal, Nawabi, and local traditions.

e Promotes culinary tourism as a tool for sustainable economic development.

e Enhances India’s soft power diplomacy, projecting cultural richness on a global stage.

UNESCO Creative Cities Network (UCCN):

Feature Description
Established 2004
Objective To promote cooperation among cities that have identified creativity as a strategic

factor for sustainable urban development.
Creative Fields Crafts & Folk Art, Design, Film, Gastronomy, Literature, Media Arts, and Music

Jaipur (Crafts & Folk Art), Varanasi (Music), Chennai (Music), Mumbai (Film),
Hyderabad (Gastronomy), Srinagar (Crafts & Folk Art), Gwalior (Music), Kozhikode
(Literature), and now Lucknow (Gastronomy)

Indian Cities
in UCCN

Cultural Context - Awadhi Cuisine:

e Originated during the Nawabi era of Awadh (18th-19th century).

e Combines Persian, Mughal, and Indian culinary styles.

e Signature dishes: Galouti Kebab, Tunday Kebab, Nihari, Sheermal, Biryani, and Kakori Kebabs.
¢ Known for slow-cooking techniques like dum pukht and delicate use of spices.

Broader Importance:

e Tourism: Strengthens Lucknow’s global identity as a culinary destination.

e Economy: Boosts local entrepreneurship, food festivals, and hospitality industries.

e Cultural Diplomacy: Food as a bridge between cultures — promoting India’s image as a diverse
yet united civilization.

e Sustainability: Encourages eco-friendly culinary practices and preservation of traditional recipes.

Government Response:

e The Government of India hailed the declaration as a “milestone for Uttar Pradesh”.

e Prime Minister Narendra Modi congratulated the people of Lucknow and invited global tourists
to experience its food heritage.
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UPSC Mains Practice Question:
“India’s inclusion of cities in UNESCO'’s Creative Cities Network highlights the potential of culture as an
engine of sustainable development. Discuss with special reference to Lucknow being declared a ‘Creative

City of Gastronomy’.
(250 words - GS Paper 1)



Australian mining

companies ‘prefer
India over China’

Aim of visit is to boost trade and investment between Australia’s First

Nations' people and Indias mining and renewable energy markets.

Vinaya Deshpande Pandit
MUMBAI

ndia is the preferred
lbus’mess destination

compared with China
as the firms here are more
transparent, honest, cost-
effective and work in a le-
gal framework similar for
both the countries on ac-
count of British history,
said the representative of a
business delegation on
mining equipment from
Western Australia, a global
leader in mining.

Clayton Franklin, foun-
der and chief engineer of
EPCA, is a part of Austra-
lia’s first-ever ‘First Nations
Business Mission to India’.
First nations mean the bu-
sinesses owned by the abo-
riginals of the country.

This mission includes
the owners of eight Austra-
lian mining equipment,
technology and services
companies (METS) from
Western Australia, who are
on a week-long visit to
Mumbai, New Delhi and
Kolkata. The aim is to
strengthen trade and in-
vestment opportunities
between Australia’s First
Nations people and India’s
mining and renewable
energy markets.

“We can work together
with India,” Mr. Franklin
said. “When we go to Chi-
na, we see China is getting
more expensive. We also
see we get somewhat lied

7

Eyeing India: Indian firms have come from the U.K. system and
there is no corruption, says the delegation. SPECIAL ARRANGEMENT

to. They are not complete-
ly honest with us. They
don’t abide by patent laws,
IP. When we deal with an
Indian firm, we find they
have come out from the
U.K. system. The laws are
very common. There is no
language barrier. We con-
verse and get things done.
A lot of them run similar to
a western company. There
is no corruption that I have
seen. We can do business
very easily,” he said.

Zero emission
His firm, which provides
solutions for zero-emission
in mining equipment con-
versions worldwide, sees
opportunity in retro-fitting
India’s 100-tonne electric
trucks used for mining,.
Chris Schmid, MD,
Woollahra Group, which
makes and distributes
cleaning and hygiene pro-

ducts, sees India as an op-
portunity to reduce not
just the logistic and inven-
tory costs by 75%, but also
the carbon footprint.

“China has been an in-
stitutionalised avenue for
imports for western Aus-
tralia for the last 20 years.
But the supply chain is for
four months. If we have to
import, the investment in
terms of stock requirement
is four months. So, we are
outlaying four months of
capital investment for Chi-
na. India has the capability
to provide an alternative so
we can cut supply-chain in-
vestment from four to one
month. We share the In-
dian Ocean. I am excited
about seeing what we can
source from India and
bring to western Australia,
which is the largest re-
source in mining sector in
the world,” he said.



English Summary:

A high-level Australian business delegation representing Western Australia’s mining and renewable
energy sector has stated that India is a more preferred business destination than China, citing
India’s transparent, cost-effective, and legally familiar environment.

This visit is part of Australia’s first-ever ‘First Nations Business Mission to India’, which aims to
boost trade and investment between Australia’s First Nations entrepreneurs and India’s mining
and renewable energy markets.

Key Highlights:

Parameter Details

Delegation First Nations Business Mission from Western Australia

Composition 8 Australian mining equipment, technology & services (METS) companies

Cities Visited Mumbai, New Delhi, Kolkata

Objective Strengthen trade and investment cooperation in mining and renewable
energy

Lead Clayton Franklin, Founder & Chief Engineer, EPCA (Energy & Power

Representative Conversion Australia)

Why India Over China?

Factor India’s Advantage

Transparency & Legal India follows a U.K.-based legal system, ensuring predictability and

System fairness.

Delegation members stated there is no visible corruption in dealings

No Corruption Issues with Indian firms.

English-speaking workforce, similar laws, and business culture as

Ease of Business )
Western economies.

Supply Chain Efficiency Inc.ha offers shorter supply-chain cycles (1 month vs 4 months for
China).
Carbon Footprint

. Trade with India can reduce logistic & carbon costs by 75%.
Reduction

Focus Areas of Cooperation:

e Mining Equipment and Technology - Collaboration on advanced mining machinery and
sustainable extraction.

¢ Renewable Energy - Green energy and emission reduction technologies.

e Zero Emission Mining Trucks - Australia sees opportunity in retrofitting India’s 100-tonne
electric trucks.

e Trade in METS (Mining Equipment, Technology and Services) - Western Australia is a global
leader in METS exports.

Statements from Delegates:

Clayton Franklin (EPCA):

“When we deal with Indian firms, we find transparency and honesty. India’s legal system mirrors the
U.K,, and business is done with integrity and efficiency. There is no corruption here.”

Chris Schmid (Woollahra Group):

“India can become an alternative to China. It has the capacity to cut supply-chain delays and reduce our
carbon footprint significantly.”

Economic & Strategic Significance:
¢ ForIndia:
o Attracts Australian investment in mining modernization and green energy transition.



o Promotes Make in India and Atmanirbhar Bharat initiatives in heavy industries.
o Strengthens India’s image as a transparent and rule-based business ecosystem.
¢ For Australia:
o Reduces dependence on China’s mining and industrial markets.
o Diversifies trade through cooperation with India’s renewable energy and resource
sectors.
o Enhances Indo-Pacific economic integration under frameworks like Quad and IPEF.

Environmental Angle (GS Paper 3):

e Collaboration on zero-emission mining technologies aligns with global Net-Zero 2050 goals.
e Helps India upgrade its mining fleet to eco-friendly electric models.

e Supports sustainable extraction practices and green hydrogen development.
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UPSC Mains Practice Question:

“Australia’s growing economic partnership with India reflects a strategic shift in the Indo-Pacific away

from China-centric dependence. Discuss with reference to mining and renewable energy cooperation.”
(250 words - GS Paper 2)



‘More than 2,000 Tier 1/2 firms
working in Indian defence sector’

K.V. Kurmanath
HYDERABAD

Domestic sourcing of de-
fence components and
equipment has increased
significantly over the last
few years, said G. Satheesh
Reddy, Member, National
Security Advisory Board
(Government of India).
“We were producing a
bare minimum (of defence
components, equipment)
20-25 years ago. Most of
the things required by the
defence sector were most-
ly imported. The defence
sector used to spend 90%
of the capital expenditure

English Summary:

As much as 1.75-lakh crore
will be spent on capex.

on imports,” he said.

He was addressing a ses-
sion on ‘Opportunities in
Aerospace and Defence
sector’ at the Hyderabad

Entrepreneurship Summit,
organised by The Indus En-
trepreneurs (TiE Hydera-
bad Chapter) here.

Significant change
“This has changed signifi-
cantly. The Defence Budget
stands at ¥6.81-lakh crore.
Of this, %1.75-lakh crore
was meant for capex out of
which 1.50-lakh crore was
spent in the last financial
year. The target given for
the next year is Z1.75-lakh
crore. The target for 2029
stands at ¥3-lakh crore.
“From being one of the
largest importers, we have
now become an exporter.

Last year, our defence ex-
ports stood at 323,622
crore. The target for the
next two years is exports of
350,000 crore,” he added.

“There are over 2,000
Tier 1 and 2 companies
working for the defence in-
dustry. There are over
20,000 Tier 1, 2 and 3 com-
panies working in the indi-
genous defence manufac-
turing sector,” he said.

“Private industries are
producing a wide variety
of defence products, in-
cluding missiles,” he ad-
ded.

(The writer is with The
Hindu businessline)

India’s defence sector has seen a remarkable transformation in domestic manufacturing and
private sector participation, with over 2,000 Tier 1 and 2 companies and nearly 20,000 Tier 1, 2,
and 3 firms now working in indigenous defence production.
According to Dr. G. Satheesh Reddy, Member of the National Security Advisory Board (NSAB), this
surge marks a decisive shift from India’s past dependence on imports. Just 20-25 years ago, almost
90% of defence components were imported, whereas today, India is exporting defence products
worth ¥23,622 crore (FY 2023-24), with a target of 350,000 crore in the next two years.

Key Highlights:
Aspect Details
Source
Event
Speaker
Theme

K.V. Kurmanath, The Hindu Business Line

Session on “Opportunities in Aerospace and Defence Sector” at TiE Hyderabad Summit
Dr. G. Satheesh Reddy, Member, NSAB
Boosting indigenous production & private participation in India’s defence industry

Defence Indigenisation Progress:

e Inthelate 1990s and early 2000s, India imported almost all defence components.

e The current Defence Budget is X6.81 lakh crore (FY 2024-25), out of which X1.75 lakh crore is
earmarked for capital expenditure (capex).

e C(Capex allocation aims at promoting domestic manufacturing, R&D, and technology upgrades
under Aatmanirbhar Bharat.

e The target for FY 2029 is X3 lakh crore in defence capex.

Export Growth and Targets:

Year
2023-24

Defence Exports (X crore)
23,622

Target (X crore)



Year Defence Exports (X crore) Target (X crore)

2025-26 (Target) — 50,000
India has become an exporter of defence equipment, reversing its historical status as one of the
largest importers.

Products exported include missiles, drones, radar systems, armoured vehicles, and aircraft
components.

Private Sector Participation:

e Over 2,000 Tier 1 & Tier 2 firms supply directly to major defence manufacturers and public
sector undertakings (PSUs).

e 20,000+ Tier 1, 2, and 3 firms are part of the defence MSME ecosystem.

e Private industries are increasingly producing strategic and high-precision defence products,
such as missiles and sensors.

Major Policy Initiatives Driving Growth:

1. Defence Acquisition Procedure (DAP) 2020 - emphasizes “Make in India” and promotes local
vendors.

2. Defence Production & Export Promotion Policy (DPEPP) 2020 - targets 335,000 crore in
exports by 2025.

3. Positive Indigenisation Lists - over 500+ items banned from import.

4. Innovation for Defence Excellence (iDEX) - promotes start-up and MSME innovation in defence
tech.

5. Defence Corridors - established in Uttar Pradesh and Tamil Nadu to promote industrial clusters.

Strategic Significance:

Reduces import dependency and saves foreign exchange.

Strengthens national security by ensuring self-reliance in key defence systems.
Generates employment across MSMEs and advanced manufacturing sectors.
Enhances India’s strategic autonomy in global defence partnerships.

Economic Impact:

e Defence manufacturing contributes significantly to India’s GDP and export diversification.

e Growing synergy between public and private defence enterprises.

e Increasing participation of start-ups and innovation clusters in Al, robotics, and drone
technologies.

Hindi Summary
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UPSC Mains Practice Question:

“India’s defence manufacturing sector is witnessing a structural shift from import dependence to export-
driven growth. Analyse the role of private industries and policy reforms in achieving defence self-reliance.”
(250 words - GS Paper 3)



UNSC gives nod to Morocco plan
for Western Sahara autonomy

Agence France-Presse
UNITED NATIONS

The UN Security Council
voted on Friday in favor of
a resolution backing Mo-
rocco’s autonomy plan for
Western Sahara as the
“most feasible” solution
for the disputed territory,
triggering celebrations in
Rabat but angering Algeria.

Western Sahara is a vast
mineral-rich former Span-
ish colony that is largely
controlled by Morocco but
has been claimed for de-
cades by the pro-indepen-
dence Polisario Front,
which is supported by Al-
geria. The Security Council
had previously urged Mo-
rocco, the Polisario Front,

English Summary:

The resolution was
adopted by an 11-0
vote; Algeria refused
to participate

Algeria and Mauritania to
resume talks to reach a
broad agreement.

But, at the initiative of
U.S. President Donald
Trump’s administration,
the council shifted to sup-
port a plan in which West-
ern Sahara would enjoy au-
tonomy under Morocco’s
sole sovereignty.

The resolution, adopted
by an 11-0 vote with three
abstentions and Algeria re-
fusing to participate, said
autonomy for Western Sah-

ara under Moroccan sove-
reignty may be the basis
for future negotiations to
resolve the 50-year-old
conflict. “Genuine autono-
my under Moroccan sove-
reignty could constitute a
most feasible solution,” the
UNSC resolution said.

Morocco’s King Mo-
hammed VI lauded the
vote as “historic”.

It “fell short of the ex-
pectations and legitimate
aspirations of the people of
Western Sahara, represent-
ed by the Polisario Front
(who) have been resisting
for over 50 years to have,
as the sole party, a say in
their own destiny,” Alger-
ian Ambassador Amar
Bendjama said.

The United Nations Security Council (UNSC) has adopted a resolution supporting Morocco’s
autonomy plan for Western Sahara, describing it as the “most feasible” solution to end the decades-

long territorial dispute.

The resolution was passed with 11 votes in favour, while Algeria abstained and refused to
participate, reflecting regional divisions.
Western Sahara — a mineral-rich territory and a former Spanish colony — has been claimed both by
Morocco and the Polisario Front, a pro-independence movement backed by Algeria.

Key Highlights:
Parameter
Resolution Passed By
Voting Outcome
Supported By
Opposed/Abstained
Proposal Supported

Details
United Nations Security Council

United States, France, United Kingdom
Algeria and its allies
Morocco’s Autonomy Plan for Western Sahara

11 in favour, 0 against, 3 abstentions (Algeria did not participate)



Parameter Details

Nature of Proposal Western Sahara to enjoy autonomy under Moroccan sovereignty

Background: The Western Sahara Dispute

Region: A vast, mineral-rich desert territory on Africa’s northwest coast, bordered by Morocco,
Algeria, and Mauritania.

Colonial Legacy: Western Sahara was a Spanish colony until 1975.

After Spain’s withdrawal, both Morocco and Mauritania laid claim to the area.

The Polisario Front, supported by Algeria, declared the Sahrawi Arab Democratic Republic
(SADR), seeking full independence.

Morocco controls about 80% of the territory, while the rest is held by the Polisario Front.

Morocco’s Autonomy Plan (2007 Proposal):

Proposes limited self-governance for Western Sahara under Moroccan sovereignty.

Allows local administration but keeps national defence, foreign affairs, and monetary policy under
Morocco.

Supported by the U.S. and France as a “realistic and pragmatic solution.”

Rejected by the Polisario Front and Algeria, who demand a referendum for self-determination.

Recent UNSC Resolution (2025 Context):

Endorses the Moroccan Autonomy Plan as the “most feasible political solution.”

Encourages Morocco, Algeria, and Mauritania to resume direct talks.

Calls for “genuine autonomy under Moroccan sovereignty” as a basis for resolving the 50-year-
old conflict.

Seen as a diplomatic victory for Morocco and King Mohammed VI, who termed the vote “historic.”

Reactions:

Morocco: Celebrated the resolution as a validation of its sovereignty and stability in the region.
Algeria & Polisario Front: Condemned the move as biased, claiming it ignores the right to self-
determination of Sahrawi people.

UN View: Sees autonomy under Moroccan control as a starting point for negotiations to ensure
peace and humanitarian relief.

Strategic & Geopolitical Importance:

Mineral Wealth: Western Sahara holds rich reserves of phosphate and a long Atlantic coastline,
crucial for fishing and potential oil exploration.
Regional Rivalry: The dispute reflects Morocco-Algeria tensions, shaping North African
geopolitics.
International Implications:

o U.S.recognized Morocco’s sovereignty (2020, under Trump administration).

o France and Spain support Morocco; Russia and South Africa favour Algeria’s stance.
UN Role: Peacekeeping mission MINURSO (Mission for the Referendum in Western Sahara)
operates since 1991.

Impact Analysis (UPSC Perspective):

Aspect Impact

Regional Potential to ease tensions between Morocco and Algeria if autonomy is
Stability implemented.

UN Credibility Revives UNSC’s role in frozen conflicts through compromise-based diplomacy.

Economic Angle

Could unlock investments in resource extraction and infrastructure in Western
Sahara.

India’s Interest India maintains neutrality but supports territorial integrity and UN-led



Aspect Impact

dialogue.
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UPSC Mains Practice Question:

“The Western Sahara dispute highlights the complexities of post-colonial boundaries and competing
nationalisms in Africa. Examine the role of the UN and great powers in the conflict.”

(250 words - GS Paper 2)



