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GS III Indian Economy and issues relating to Planning, Mobilization of Resources, Growth, 

Development and Employment. 

1. Windfall Tax 

Finance Minister Nirmala Sitharaman defended the windfall tax imposed by the Centre 

on domestic crude oil producers, saying that it was not an ad hoc move but was done after full 

consultation with the industry. 

Background 

· The Central government on July 1, introduced a windfall profit tax of �23,250 per tonne on 

domestic crude oil production, which was subsequently revised fortnightly four times so far.  

· The latest revision was on August 31, when it was hiked to �13,300 per tonne from �13,000. 

Ms. Sithraman explained the introduction of the windfall tax as a way to rein in the 

“phenomenal profits” made by some oil refiners who chose to export fuel to reap the benefits 

of skyrocketing global prices while affecting domestic supplies. 

· Besides India, a wave of countries including the United Kingdom, Italy, and Germany have 

either already imposed a windfall profit tax on super normal profits of energy companies or 

are contemplating doing so. 

Windfall tax 

· Windfall taxes are designed to tax the profits a company derives from an external, 

sometimes unprecedented event— for instance, the energy price-rise as a result of the 

Russia-Ukraine conflict. 

· These are profits that cannot be attributed to something the firm actively did, like an 

investment strategy or an expansion of business.  

· The United States Congressional Research Service (CRS) defines a windfall as an 

“unearned, unanticipated gain in income through no additional effort or expense”.  

· Governments typically levy a one-off tax retrospectively over and above the normal rates of 

tax on such profits, called windfall tax. One area where such taxes have routinely been 

discussed is oil markets, where price fluctuation leads to volatile or erratic profits for the 

industry. 

· There have been varying rationales for governments worldwide to introduce windfall taxes, 

from redistribution of unexpected gains when high prices benefit producers at the expense of 



 

 

consumers, to funding social welfare schemes, and as a supplementary revenue stream for the 

government.  

· For instance, in 1980, then United States President Jimmy Carter introduced a crude oil 

windfall profit tax on the country’s oil industry. This was because the U.S. government 

between 1979 and 1981 started releasing controls on oil prices and anticipated that this 

decontrol would lead to oil companies making huge profits. This meant that prices, capped 

till then by the government, would rise to world market levels; the U.S. government’s Joint 

Committee on Taxation had estimated that the decontrol would increase profits for the oil 

industry by over $400 billion. 

· So, to recoup much of the revenue that would have otherwise gone to the oil industry as a  

result of the decontrol, the government imposed the windfall tax, a CRS paper notes. 

Why are countries levying windfall taxes now? 

· Prices of oil, gas, and coal have seen sharp increases since late last year and in the first two 

quarters of the current year, although having reduced recently. 

· The increase stems from a combination of factors, including a mismatch between energy 

demand and supply during the economic recovery from COVID-19, further amplified by the 

Russian war in Ukraine. 

· The rising prices meant huge and record profits for energy companies while resulting in hefty 

gas and electricity bills for household bills in major and smaller economies. Since the gains 

stemmed partly from external change, multiple analysts have called them windfall profits. 



 

 

· The calls to introduce windfall taxes also found support in organisations like the IMF. 

· In July, India announced a windfall tax on domestic crude oil producers who it believed were 

reaping the benefits of the high oil prices. It also imposed an additional excise levy on diesel, 

petrol and air turbine fuel (ATF) exports. 

Issues with imposing such taxes 

· Analysts say that companies are confident in investing in a sector if there is certainty and 

stability in a tax regime. Since windfall taxes are imposed retrospectively and are often 

influenced by unexpected events, they can brew uncertainty in the market about future taxes. 

· The IMF advice note also said that taxes in response to price surges may suffer from design 

problems—given their expedited and political nature. It added that “introducing a temporary 

windfall profit tax reduces future investment because prospective investors will internalize 

the likelihood of potential taxes when making investment decisions”. 

· There is another argument about what exactly constitutes true windfall profits and how can it 

be determined what level of profit is normal or excessive. A CRS report, for instance, argues 

that if rapid increases in prices lead to higher profits, in one sense it can be called true 

windfalls as they are unforeseeable but on the hand, companies may argue that it is the profit 

they earned as a reward for the industry’s risk-taking to provide the end user with the 

petroleum product. 

· Another issue is who should be taxed- only the big companies responsible for the bulk of 

high-priced sales or smaller companies as well— raising the question of whether producers 

with revenues or profits below a certain threshold should be exempt. 

Source: The Hindu 

Practice question: What is windfall tax and why are countries imposing it on the energy sector 

right now? 

GS III Security Challenges and their Management in Border Areas - Linkages of Organized 

Crime with Terrorism. 

2. Border Infrastructure and Management 

Recently, the Ministry of Home Affairs has approved the continuation of the Central 

Sector Umbrella Scheme of “Border Infrastructure and Management” (BIM) over the 15th 

Finance Commission Cycle from 2021-22 to 2025-26, at a cost of Rs.13,020 crore. 



 

 

Indian Borders 

· India has a multidimensional border management problem. It has long land and coastal 

borders 15000 Km and 7500 km respectively. 456 Blocks of 119 border Districts in 16 States 

and 2 Union Territories abutting the International Boundary.  

· Many Indian states have long coasts. Managing land borders is very different from managing 

coastal and riverine borders. 

Challenges in areas of India 

· India has Bangladesh 4096 km of border with Bangladesh, 3323 km with Pakistan, 3488 Km 

with China, 1751 km with Nepal, 699 km with Bhutan, 1643 km with Myanmar. 

· Sections of the boundaries are unsettled. 

· The neighbours are often hostile. 

· Terrains are diverse and difficult.  

· Border areas are underdeveloped. 

· Connectivity with the hinterland and across to other countries is poor. 

· Border populations feel insecure. 

· Borders areas in remote parts are getting depopulated. 

· Illegal migrations, which alter demographic ratios, present a major challenge. 

· The smuggling of contrabands, arms and ammunition drugs etc is rampant. 

Border Management 

· Due to the proclivity of India’s neighbours to exploit India’s nation building difficulties, the 

country’s internal security challenges are inextricably linked with border management. 

· Also, the challenge of coping with long-standing territorial and boundary disputes with China 

and Pakistan, combined with porous borders along some of the most difficult terrain in the 

world, has made extremely effective and efficient border management mandatory. 

· Looking into this aspect, the Department of Border Management was created in the Ministry 

of Home Affairs in January, 2004 to pay focused attention to the issues relating to 

management of international land and coastal borders, strengthening of border policing & 

guarding, creation of infrastructure like roads, fencing & flood lighting along borders and 

implementation of Border Area Development Programme (BADP). 

· As a part of the strategy to secure the borders as also to create infrastructure in the border 

areas of the country, several initiatives have been taken including construction of fencing, 



 

 

floodlighting and roads along Indo-Pakistan and Indo-Bangladesh borders, development of 

Integrated Check Posts (ICPs) at various locations on the international borders of the country 

and construction of roads along Indo-China and Indo- Nepal borders. 

· In addition, various developmental works in the border areas have been undertaken by the 

Department under the BADP as a part of the comprehensive approach to border management. 

· In order to curb infiltration, smuggling and other anti-national activities from across Indo-

Pakistan and Indo-Bangladesh borders, the Government have undertaken the work of 

construction of fencing, flood lighting and roads along these borders. 

Border Infrastructure and Management (BIM) 

· The BIM scheme will help in the creation of infrastructure such as border fence, border flood 

lights, technological solutions, border roads and Border OutPosts (BOPs) and company 

operating bases to secure India's borders with Pakistan, Bangladesh, China, Nepal, Bhutan 

and Myanmar. 

· It will strengthen the border infrastructure for improving border management, policing and 

guarding the borders. 

Other Initiatives to Secure Borders 

· Vibrant Villages Programme: Border villages with sparse population, limited connectivity 

and infrastructure often get left out from the development gains. Such villages on the 

northern border will be covered under the new Vibrant Villages Programme, announced in 

the Budget 2022-23. 

· The activities will include construction of village infrastructure, housing, tourist centers, road 

connectivity, provisioning of decentralized renewable energy, direct to home access for 

Doordarshan and educational channels, and support for livelihood generation. 

· The move has been taken to counter the Chinese 'model villages' close to the LAC (Line of 

Actual Control). 

· It will be an improved version of the existing border area development programme. 

· The Border Area Development Programme: BADP was initiated in the border areas of the 

western region during the Seventh Five Year Plan (1985-90), for ensuring balanced 

development of border areas through development of infrastructure and promotion of a sense 

of security among the border population. 



 

 

· The programme aims to meet the special development needs of the people living in remote 

and inaccessible areas situated near the international border and to saturate the border areas 

with the essential infrastructure through convergence of Central/State/BADP/Local schemes 

and participatory approach. 

· Smart Fencing in India (CIBMS): Two pilot projects covering about 71 Kms on Indo-

Pakistan Border (10 Kms) and Indo-Bangladesh Border (61 Kms) of Comprehensive 

Integrated Border Management System (CIBMS) have been completed. 

· CIBMS involves deployment of a range of state-of-the-art surveillance technologies — 

thermal imagers, infra-red and laser-based intruder alarms, aerostats for aerial surveillance, 

unattended ground sensors that can help detect intrusion bids, radars, sonar systems to secure 

riverine borders, fibre-optic sensors and a command and control system that shall receive 

data from all surveillance devices in real time. 

· BOLD-QIT (Border Electronically Dominated QRT Interception Technique) under CIBMS 

on the Indo- Bangladesh border in Dhubri district of Assam is also being used. 

· Border Road Organization: Founded in 1960, the organisation plays a major role in 

providing defense infrastructure including roads, bridges, highways, airports, tunnels, 

buildings and other such structures. 

· BRO. has constructed lifelines of over 53,600 km for the people of Sikkim, Arunachal 

Pradesh, Mizoram, Manipur, Nagaland, Tripura, Meghalaya, Ladakh, Jammu & Kashmir, 

Uttarakhand, Himachal Pradesh and Andaman & Nicobar Islands. 

Source: PIB 

Practice question: Border management is a complex task due to difficult terrain and hostile 

relations with some countries. Discuss 
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