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STATES AND THE CENTRE’S FETTER OF ‘NET BORROWING CEILING’

 

 The central government in 2023 set a Net Borrowing Ceiling (NBC) on Kerala, capping its borrowing 

to 3% of the projected Gross State DomesƟc Product (GSDP) for FY2023-240. 

 Tha capping covers all loans, including those by State-owned enterprises, to prevent Kerala from 

bypassing borrowing limits. 
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 This restricƟon severely impacts Kerala’s finances, limiƟng its capacity for development and welfare 

spending, and has led to poliƟcal and legal tensions. 

 Kerala has challenged the ceiling in the Supreme Court, arguing it infringes on the fiscal autonomy 

granted under ArƟcle 293 of the ConsƟtuƟon. 

 Marking the first Ɵme this arƟcle’s interpretaƟon is under judicial scruƟny. States and the Centre’s 

feƩer of ‘net borrowing ceiling’. 

Key Constitutional Provisions: 

 ArƟcle 292 grants the central government the power to borrow against the Consolidated Fund of 

India. 

 

 ArƟcle 293 empowers the State government to borrow within the territory of India upon the 

security of the consolidated fund of the State. 

 ArƟcle 293 allows States to borrow but requires central consent if they owe prior central loans. 
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 ArƟcle 293(3) imposes a restricƟon on the State government if the repayment of loans or a 

guarantee which has been given by the Government of India (if taken by the predecessor government 

is sƟll outstanding). In such a case, the consent of the central government is essenƟal to raise such a 

loan. 

Fiscal Responsibility Framework: 

 The Fiscal Responsibility and Budget Management (FRBM) Act, 2003 aimed to limit fiscal deficits, a 

goal the Centre wants States to uphold. 

●  The central government to ensure that the fiscal deficit did not surpass 3% of GDP and that 

the total public debt did not surpass 60% of GDP. 

 The Centre’s imposiƟon of borrowing limits, though intended to promote fiscal stability, risks 

undermining States’ fiscal autonomy and complicates their budgeƟng. 

 There is a need to strengthen this ArƟcle 293: 

1. As suggested by Ananthasayanam Ayyangar, a commission akin to the Finance Commission is 

essenƟal to decide any issues that may arise regarding the approval of a loan. 

2. There must be proper guidelines which are to be adhered to when the Centre exercises the 

wide powers granted under ArƟcle 293(4) of the Indian ConsƟtuƟon to enhance cooperaƟve 

federalism. 

3. Adhering to these guidelines can ensure that the Centre’s powers under ArƟcle 293(4) are 

exercised fairly, transparently and in a manner that supports balanced fiscal management and 

cooperaƟve federalism. 
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ON IMPROVING WIND ENERGY GENERATION 

 
The story so far: 
 Tamil Nadu, a leader in wind energy with turbines over 30 years old, introduced the Tamil Nadu 

Repowering, Refurbishment and Life Extension Policy for Wind Power Projects - 2024 to modernize 
its wind energy infrastructure. 

 However, wind energy generators opposed this policy, arguing that it doesn’t effecƟvely promote 
wind energy generaƟon. 

 They obtained a stay from the Madras High Court, demanding a policy that beƩer supports wind 
energy iniƟaƟves. 
 

India's Wind Energy Capacity and Potential 
 India ranks fourth globally in installed wind energy capacity, with substanƟal untapped potenƟal: 

●  Wind Power PotenƟal: 1,163.86 GW at 150 meters; 695.51 GW at 120 meters. 
●  Leading States: Gujarat, Tamil Nadu, Karnataka, Maharashtra, Rajasthan, and Andhra Pradesh 

contribute 93.37% of installed wind power capacity. 
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●  Tamil Nadu: With installaƟons daƟng back to the 1980s, Tamil Nadu has 10,603.5 MW of wind 
capacity, second highest in India. 

 
Energy Conversion in Wind Turbines 
 The energy conversion process in a wind turbine follows this path: 

●  KineƟc Energy of wind → Mechanical Energy in rotor → Electrical Energy in generator. 
 Wind turbines are designed to maximize efficiency while withstanding various weather condiƟons, 

making them one of the most effecƟve renewable energy sources for large-scale electricity 
producƟon. 
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How are wind turbines maintained? 

 Wind turbines older than 15 years or with capaciƟes below 2 MW can be: 

 Repowered: Fully replaced with newer, higher-capacity turbines. 

 Refurbished: Enhanced by adjusƟng height, blades, and gearboxes to boost energy output. 

 Life Extended: Old turbines undergo safety measures for conƟnued use. 

 The MNRE’s NaƟonal Repowering & Life Extension Policy for Wind Power Projects - 2023 idenƟfies 
25.4 GW of repowering potenƟal for turbines under 2 MW. 

Key obstacles with wind energy in India: 

1. Aging Infrastructure: Many wind turbines, especially in states like Tamil Nadu, were installed in the 
1980s and 1990s and have outdated technology. 

2. Land and Space Constraints: Newer, high-capacity turbines require more land and spacing than 
earlier models. However, with habitaƟons and other developments emerging near exisƟng wind 
farms, land availability for expansion and larger installaƟons is limited. 

3. Transmission and EvacuaƟon Challenges: Transmission infrastructure near high-wind sites is oŌen 
inadequate, leading to energy evacuaƟon issues. 

Other key obstacles with wind energy in India: 

4. Financial Viability and Policy Issues: The lack of banking faciliƟes for energy generated by new 
turbines discourages investment in repowering. 

5. Environmental and Social Concerns: The installaƟon of taller and larger wind turbines raises 
environmental and social issues, including visual impacts, noise polluƟon, and effects on local wildlife. 
Balancing these concerns with energy needs is a challenge. 

6. Dependence on Favorable Wind CondiƟons: Wind energy generaƟon is seasonal and varies based 
on wind condiƟons, which are not consistent throughout the year. 

 

Way Forward 

 Tamil Nadu has high potenƟal for repowering, with esƟmates suggesƟng that refurbishing small 
turbines could increase wind energy contribuƟon by 25% during peak seasons. 

 Hence, the industry calls for: 

●  Policy Revisions: Addressing operaƟonal challenges and offering financial incenƟves. 

●  Enhanced Commercial Viability: Ensuring policies support financially sustainable investments 
in wind energy. 

 A revised policy that considers these aspects could beƩer support wind energy growth and aƩract 
investment into repowering iniƟaƟves. 
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CAN INDIA GET RICH BEFORE GROWING OLD? 

 
 India’s demographic dividend—the economic advantage of having a large working-age populaƟon—

has been seen as a growth engine since liberalizaƟon. 

 However, as ferƟlity rates (TFR) drop faster than expected, India’s working-age populaƟon will soon 

start shrinking, raising concerns about missed growth opportuniƟes. 

 With most states below the replacement TFR of 2.1, India’s ability to achieve economic growth 

before it “grows old” is uncertain. 

Why is India’s demographic dividend underutilized? 

 People remain stuck in low-producƟvity agricultural jobs or remain unemployed while preparing for 

compeƟƟve exams. 

 Labor force parƟcipaƟon remains low, parƟcularly in urban areas, where it hovers around 50%. 
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 India risks falling into the middle-income trap—where countries struggle to advance to high-income 

status aŌer rapid iniƟal growth. 

 To avoid this, India needs a manufacturing boost. 

●  Manufacturing, especially labor-intensive industries like texƟles, creates more jobs than 

services and has higher female employment, empowering women economically. (only three 

out of 10 working-age Indian women are in the labour force). 

 However, manufacturers face regulatory and logisƟcal barriers, with challenges like 

●  Complex licensing, 

●  Land acquisiƟon, and 

●  Customs procedures 

 Other challenges: 

1. Infrastructure Gaps: India’s infrastructure, including transport and power supply, is 

underdeveloped in many areas. 

2. High Input Costs: High tariffs on raw materials and intermediate goods drive up input costs for 

manufacturers, making Indian products less compeƟƟve in global markets. 

Example: Electronics and smartphone manufacturing sector. India imposes high import duƟes 

on raw materials such as display panels, touch screens, memory chips etc. 

3. Limited Access to Credit: Smaller manufacturers and MSMEs face challenges in securing 

affordable financing, limiƟng their ability to expand and invest in new technology. 

4. Skill Gaps and Low Labor ProducƟvity: While India has a large workforce, there is a shortage of 

skilled labor suited to manufacturing needs. 

5. Low R&D Investment: Indian manufacturers are oŌen behind global compeƟtors in technology 

adopƟon and innovaƟon. 

 SoluƟon: 

●  Reduce tariffs 

●  Finalize trade agreements with the EU and UK, and 

●  Pursue labor and land reforms to improve the business environment. 

 Learning from China’s transiƟon from agriculture to manufacturing in the 1980s, India must act swiŌly 

to harness its shrinking demographic dividend, capitalizing on this limited opportunity to foster 

sustainable economic growth. 
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PUSHKAR FAIR 

 
 The Pushkar Fair, also known as the Pushkar Camel Fair, is an annual event held in the town of 

Pushkar in Rajasthan, India, typically in November. (began on November 9th and will run unƟl 

November 15th, 2024)  

 It is one of the largest and most famous livestock fairs in the world. 

 The fair is renowned for its vibrant cultural acƟviƟes, including camel trading, folk music, dance, 

and tradiƟonal compeƟƟons. 

 Pilgrims also visit Pushkar to take a holy dip in the Pushkar Lake and worship at the Brahma Temple. 

 In addiƟon to its religious significance, the fair has become a major tourist aƩracƟon, showcasing 

Rajasthani tradiƟons, handicraŌs, and local cuisine. 
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Question: 

Q1.  Which of the following statements correctly describes the provisions under Article 293 of the 

Constitution of India? 

(a) ArƟcle 293 grants the central government the power to borrow money on behalf of the states. 

(b) ArƟcle 293 empowers the State government to borrow within the territory of India upon the 

security of the consolidated fund of the State. 

(c) ArƟcle 293 allows a state to borrow money only from within its own state boundaries. 

(d) ArƟcle 293 enables a state to borrow money from external sources without any restricƟons. 

 

Q2.  Which of the following statements regarding India’s wind energy capacity is correct? 

(a) India ranks Fourth globally in installed wind energy capacity 

(b) Gujarat, Tamil Nadu, West bengal, Jharkhand, and Assam are top five contributor of installed wind 

power capacity. 

(c) Tamil Nadu has the largest installed wind power capacity in India, followed by Gujarat and 

Rajasthan. 

(d) India does not have any Transmission and EvacuaƟon Challenges when it comes to wind energy . 
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