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Union Budget 2025: 

 Finance Minister Nirmala Sitharaman presented the Union Budget on February 1, 2025, against the 

backdrop of key economic challenges—high taxes and unemployment burdening the middle class, 

weak private investment, rising external vulnerabiliƟes, and a growing fiscal deficit. While the 

Budget outlines a roadmap for Viksit Bharat, focusing on agriculture, manufacturing, MSMEs, social 

welfare, and infrastructure. 

Fiscal Consolidation Target: 

 The Budget aims to reduce the fiscal deficit to4.4% of GDP by FY26. 

 Achieving this depends on ambiƟous revenue projecƟons—11.2% growth in tax revenues and 14.4% 

rise in income tax revenues, despite tax cuts. 

 The second Asset MoneƟsaƟon Plan (2025-30)must succeed where the previous one fell short. 

 Achieving the ambiƟous revenue targets will require improved tax buoyancy, more efficient tax 

administraƟon, and realisƟc asset moneƟsaƟon strategies to ensure that the fiscal consolidaƟon 

plan remains on track. 

 

Tax Buoyancy =        
% Change in GDP 

      % Change in Tax Revenue 

Tax Relief vs. Revenue Loss: 

 The new tax regime exempts incomes up to ₹12 lakh and lowers tax burdens across income groups. 

 This will boost disposable income but cost ₹1 lakh crore in lost tax revenue, potenƟally limiƟng funds 

for criƟcal development. 

 With household savings declining to 18.4% of GDP (FY23), the long-term sustainability of these tax 

cuts is quesƟonable. 

Manufacturing Push: 

 India’s manufacturing sector contributes only 17% of GDP, per the Economic Survey 2024-25. 

 While PLI schemes have shown parƟal success, scalability remains a concern. 

 Measures like enhanced MSME credit and the NaƟonal Manufacturing Mission aim to improve ease 

of business and promote clean-tech industries. 

 Revised MSME classificaƟon (2.5x higher investment limits, doubled turnover thresholds) may help, 

but challenges like infrastructure gaps, low R&D (0.64% of GDP), and regulatory inefficiencies 

remain. 
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Agriculture: 

 Prime Minister Dhan-Dhaanya Krishi Yojana and the NaƟonal Mission on High-Yielding Seeds focus 
on producƟvity and climate resilience. 

 The Kisan Credit Card (KCC) loan limit increase from ₹3 lakh to ₹5 lakh enhances financial flexibility. 

 ShiŌ from blanket subsidies to targeted intervenƟons in 100 low-producƟvity districts is a posiƟve 
step. 

 However, the Budget fails to address: 

■  Market inefficiencies and price volaƟlity. 

■  Agricultural exports, parƟcularly in millets and organic farming. 

Export Strategy: 

 IT and BPO (Business-process outsourcing) services exports conƟnue to grow at 10.5% CAGR 
(Compounded Annual Growth Rate), but India’s export base remains narrow. 

 Bharat Trade Net (BTN) and export credit for MSMEs are useful but lack scale to tackle trade deficits. 

 The Budget missed an opportunity to boost high-value exports in pharmaceuƟcals, electronics, and 
renewable energy. 

Green Energy Initiatives: 

 IncenƟves for lithium-ion baƩery recycling, duty exempƟons on criƟcal minerals, and domesƟc 
solar manufacturing aim to reduce import dependence. 

 However, without strong investment in grid modernizaƟon, energy storage, and industrial 
decarbonizaƟon, India’s transiƟon to a low-carbon economy will be slow. 

 While the Budget sets ambiƟous targets, it raises criƟcal trade-offs: 

■  How to balance private sector growth with inclusive development. 

■  How to boost consumpƟon without undermining savings. 

■  How to accelerate growth while maintaining macroeconomic stability. 

 The success of these policies will depend on efficient execuƟon and Ɵmely course correcƟons by the 
government. 
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ON LIVE-IN RELATIONSHIPS IN UTTARAKHAND 

 
The Story So Far: 
 UƩarakhand’s Uniform Civil Code (UCC), passed in February 2024, requires mandatory registraƟon 

of live-in relaƟonships at both the beginning and terminaƟon. This applies not only to UƩarakhand 
residents but also to people from other states. 

 The rules, effecƟve from January 27, 2025, impose strict documentaƟon requirements. 
 CriƟcs argue that mandatory registraƟon violates privacy rights under ArƟcle 21 of the ConsƟtuƟon 

and contradicts the K.S. PuƩaswamy judgment, which upholds privacy as a fundamental right. 

What is the Registration Process? 
 Only unmarried, heterosexual couples can register. 
 RegistraƟon can be done online or through an offline process requiring a 16-page form with 

supporƟng documents. 
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 Required documents include: 

■  Photographs, PAN card, Aadhaar (linked to phone number), and proof of residence. 

■  If a partner is 18-21 years old, they must provide their parents’ Aadhaar-linked phone number 
and address. 

■  The registrar must noƟfy the parents/guardians about the relaƟonship and its terminaƟon. 

Is Relationship History Relevant? 

 The law treats live-in relaƟonships similar to marriage. 

 Couples falling under prohibited relaƟonships (as per Schedule 1 of the Hindu Marriage Act, 1955) 
must get approval from a religious or community leader. 

 Couples must disclose details of previous relaƟonships and their current status (single, married, 
divorced, annulled, separated, or widowed). 

What About Housing? 

 Couples already living together must provide proof, such as electricity or water bills. 

 If in rented accommodaƟon, they must submit: 

■  Landlord’s details (name, contact, rent agreement). 

■  The registrar must verify the landlord’s details. 

 Couples not yet living together must get a provisional cerƟficate and find housing within 30 days 
(extendable by 15 days). 

 Landlords' obligaƟons: 

■  Must verify provisional/final registraƟon cerƟficates before leasing property. 

■  Non-compliance will lead to penalƟes. 

Will There Be Penalties? 

 Failure to register within a month may result in civil and criminal penalƟes: 

■  Up to 3 months imprisonment, ₹10,000 fine, or both. 

 Providing false informaƟon or concealing details: 

■  Up to 3 months imprisonment, ₹25,000 fine, or both. 

 The registrar can issue compliance noƟces if a relaƟonship is unregistered. 

 False complaints may result in a fine, with repeat offenders facing higher penalƟes. 

What Have Experts Said? 

 Privacy Concerns: The rules allow third-party access to personal data, increasing risks of social 
surveillance. 

 Lack of Data ProtecƟon: No penalƟes for third parƟes if private data is leaked. 

 DisproporƟonate Impact: Interfaith and inter-caste couples could face increased social scruƟny and 
risks. 
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THE LEGAL SYSTEMS UNDER WHICH CITIZENSHIP IS ACQUIRED 

 
The Story So Far 

 U.S. President Donald Trump issued an execuƟve order staƟng that U.S. ciƟzenship will be granted 

only to children whose parents hold U.S. ciƟzenship or a U.S. green card. 

What Are the Legal Principles? 

 CiƟzenship refers to full and equal membership in a country. It is described as the "right to have 

rights." There are two main principles for acquiring ciƟzenship: 

1. Jus Soli ("Right of Soil") – CiƟzenship is determined by place of birth, regardless of parents' 

naƟonality. Countries like Canada, Mexico, Brazil, and ArgenƟna follow this principle. 

2. Jus Sanguinis ("Right of Blood") – CiƟzenship is determined by parents' naƟonality, not 

birthplace. Countries like Egypt, South Africa, Germany, and India follow this system. 

What About Citizenship in India? 

 India’s ciƟzenship laws are governed by the CiƟzenship Act, 1955, which has evolved over Ɵme: 

■  Before June 1987: India followed the jus soli principle—anyone born in India was granted 

automaƟc ciƟzenship. 
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■  Between July 1987 and December 2004: At least one parent had to be an Indian ciƟzen. 

■  Since December 2004: Both parents must be Indian ciƟzens, or one parent must be an Indian 

ciƟzen and the other not an illegal immigrant. This change aimed to prevent illegal immigrants 

from Bangladesh from gaining ciƟzenship. 

The Citizenship Amendment Act, 2019 (CAA) 

 The CAA, 2019 provides fast-track ciƟzenship to Hindus, ChrisƟans, Sikhs, Jains, Buddhists, and 

Parsis from Pakistan, Afghanistan, and Bangladesh who entered India before December 31, 2014 

due to religious persecuƟon. 

 However, Muslims are excluded, making this the first instance where religion has been a criterion 

for ciƟzenship. 

 CriƟcs argue that the CAA violates secularism, a fundamental part of the Indian ConsƟtuƟon. 

 The government defends it as a protecƟve measure for religious minoriƟes facing persecuƟon in 

neighboring countries. 

 The Supreme Court will decide the consƟtuƟonal validity of the law. Meanwhile, the government 

must ensure its implementaƟon does not create hardships for Indian Muslim ciƟzens. 
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TRUMP’S TARIFFS COULD HIT CANADA, MEXICO HARD,  
WHILE CHINA APPEARS TO BE PREPARED 

 
 U.S. President Donald Trump has imposed sweeping tariffs: 25% on imports from Canada and 

Mexico, and an addiƟonal 10% on goods from China. 

 These tariffs are expected to disrupt supply chains and increase costs across various industries, from 

automobiles to agriculture. 

 Supply lines between the three North American neighbours — who share a trade agreement — are 

deeply integrated. 

 Fresh tariffs would pose complicaƟons for businesses with a footprint across one or more countries. 

■  80% of Canadian exports go to the U.S., totaling $410 billion (StaƟsƟcs Canada). 
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■  84% of Mexico’s exports go to the U.S., amounƟng to $510 billion. 

■  Tariffs will hit automobile and electronics sectors the hardest due to deep integraƟon of supply 

chains. 

■  Agriculture imports from Mexico and Canada, including avocados and tomatoes, will become 

more expensive. 

Impact: 

 Trump invoked emergency economic powers, ciƟng failures by Canada and Mexico to curb illegal 

immigraƟon and drug trafficking. Some see this as a negoƟaƟng tacƟc ahead of the 2026 United 

States-Mexico-Canada Agreement (USMCA) review. 

■  Retaliatory tariffs from Mexico and Canada could push both economies into recession. 

■  The U.S. also risks a mild economic downturn due to inflaƟon and supply chain disrupƟons. 

■  Investors are bracing for uncertainty, with rising concerns over inflaƟon and trade instability. 

Impact on China’s Economy and Future Trade War 

 Analysts believe the tariffs will not severely impact China’s economy, as Beijing had already factored 

in possible tariff increases. 

 However, a prolonged U.S.-China trade war could escalate, affecƟng global supply chains and 

economic stability. 

 China’s Ministry of Commerce plans to file a lawsuit with the World Trade OrganizaƟon (WTO). 

PYQ’s 

Q.1  Which of the following statements regarding the Citizenship Amendment Act, 2019 (CAA) is/are 

correct? 

1. The CAA provides fast-track ciƟzenship to persecuted religious minoriƟes from Pakistan, 

Afghanistan, and Bangladesh who entered India before December 31, 2014. 

2. The Act applies to all religious communiƟes, including Muslims, seeking Indian ciƟzenship. 

3. The CAA requires applicants to prove religious persecuƟon as a condiƟon for obtaining ciƟzenship. 

Select the correct answer using the code below: 

(a)  1 only  

(b)  1 and 3 only  

(c)  2 and 3 only  

(d)  1, 2 and 3 
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Q.2  In the Union Budget 2025, the Government of India revised the classification criteria for Micro, Small, 

and Medium Enterprises (MSMEs). According to the new definition, which of the following 

statements is/are correct? 

1. An enterprise with an investment of ₹2 crore and a turnover of ₹8 crore will be classified as a 

Micro Enterprise. 

2. An enterprise with an investment of ₹20 crore and a turnover of ₹90 crore will be classified as a 

Small Enterprise. 

3. An enterprise with an investment of ₹100 crore and a turnover of ₹400 crore will be classified as 

a Medium Enterprise. 

Select the correct answer using the code given below: 

(a) 1 and 2 only 

(b) 2 and 3 only 

(c) 1 and 3 only 

(d) 1, 2 and 3 
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