The Vision

Drishti IAS

MARATHON
Important Q & A for Mains £)(0)2)/]

ECONOMICGS

Delhi New Delhi Uttar Pradesh Rajasthan Madhya Pradesh
Drishti IAS, Drishti IAS, Drishti IAS, Drishti IAS, Drishti IAS,
641, Mukherjee Nagar, 21, Pusa Road, Tashkent Marg, Tonk Road, Building No. 12, Vishnu Puri,
Opp. Signature View Karol Bagh Civil Lines, Prayagraj, Vasundhra Colony, Main AB Road,
Apartment, New Delhi New Delhi Uttar Pradesh Jaipur, Rajasthan Bhawar Kuan, Indore,

Madhya Pradesh



1 MAINS MARATHON 2024 (ECONOMICS)

1. What are the benefits and challenges of digital
transformation in India? Discuss the role of various
stakeholders in ensuring a smooth and inclusive
transition to a digital economy. (250 words)

Approach:

> Startyour answer with a brief introduction of Digital
transformation.

> Explain the benefits of Digital transformation.

> Write challenges of Digital transformation.

> Discuss the role of various Stakeholders in ensuring a
smooth and inclusive transition to a digital economy.

> Conclude accordingly.

Introduction:

Digital transformation refers to the adoption of digital
technologies and processes to improve the efficiency,
productivity, innovation and competitiveness of various
sectors of the economy and society.

Body:

Digital transformation has many benefits, such as:

markets and opportunities for citizens, businesses
and government.

> It can reduce costs, improve quality, increase
transparency and accountability, and foster innovation
and entrepreneurship.

> Itcanenable better delivery of public services, such as
health, education, social welfare, e-governance, etc.

> Itcan create new sources of revenue and employment,
especially for the youth, women and marginalized
groups.

> It can support environmental sustainability, disaster
management, national security and international
cooperation.

However, digital transformation also poses many
challenges, such as:

> It can create digital divide, inequality and exclusion
for those who lack access to digital infrastructure,
devices, skills and literacy.

> ltcanraise issues of data privacy, security, ethics and
governance, especially in the context of emerging
technologies like artificial intelligence, blockchain,

: > It can enhance access to information, services,
: biometrics, etc.
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> Itcandisrupt existing business models, labour markets
and social norms, leading to loss of jobs, skills mismatch
and social unrest.

> Itcanincrease cyber threats, cyber crimes and cyber
warfare, affecting the sovereignty, integrity and
stability of the nation.

Therefore, various stakeholders have a crucial role
to play in ensuring a smooth and inclusive transition
to a digital economy. Some of the roles are:

> The government should provide an enabling policy
framework, regulatory environment and institutional
support for digital transformation. It should also invest
in digital infrastructure, capacity building, innovation
ecosystem and public awareness.

> The private sector should leverage digital technologies
to enhance their competitiveness, efficiency and
customer satisfaction. They should also collaborate with
the government and civil society to address the social
and environmental impacts of digital transformation.

> The civil society should act as a watchdog, advocate
and facilitator for digital transformation. They should
also empower the citizens with digital skills, literacy
and awareness. They should also promote digital
inclusion, participation and democracy.

> The academia and research institutions should
generate knowledge, innovation and solutions for
digital transformation. They should also provide
education, training and guidance for the current and
future workforce.

» The media should disseminate information, education
and entertainment through digital platforms. They
should also uphold the values of accuracy, credibility
and responsibility in the digital space.

> The international community should cooperate
and coordinate on global issues related to digital
transformation. They should also respect the
sovereignty, diversity and interests of different nations
in the digital domain.

Conclusion:

Thus, digital transformation is a complex and dynamic
process that requires a holistic and collaborative approach
from all stakeholders. It has the potential to transform
India into a digitally empowered society and knowledge
economy.

drishti



2 MAINS MARATHON 2024 (ECONOMICS)

2. Food inflation in India has been rising due to
various factors, including supply chain constraints.
What are the main causes of these constraints and
how can they be addressed? Discuss. (250 words)

Approach:

> Introduction: Start your answer with a brief overview
of Food inflation and its causes.

> Body: Discuss main reasons behind supply chain
constraints and ways to address them.

A\

Conclusion: Conclude the answer with a way
forward approach.

Introduction:

Food inflation refers to the increase in the prices of
food items over time. It affects the purchasing power
and welfare of consumers, especially the poor and
vulnerable sections of the society. Food inflation in India
has been on the rise, with consumer food price inflation
increasing from 0.68% to 8.38% between September 2021
and April 2022. The main causes of food inflation in India
can be classified into demand-side and supply-side factors.
On the supply side, one of the factors is the disruption
of the supply chain.

Body:

Main reasons behind Supply Chain disruptions in
India:

» Fragmented supply chain: The long and fragmented
supply chain results in the wastage and price escalations.
This is because of the large share of unorganised
players in the supply chain and operating commercial
viability challenges.

\4

Inadequate cold storage and warehousing facilities:
Warehousing is a key requirement in the overall
supply chain it is mostly dominated by unorganised
players. 20% of warehousing is organized currently
with 70% of the organised market controlled by the
Government.

o Lack of adequate cold storage facilities leads to
post-harvest losses of perishable commodities
such as fruits, vegetables, dairy, meat, etc.

> Climatic factors: Extremes in temperature and rainfall
can adversely affect the production and yield of food
grains.

>
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Global Factors: food inflation is also influenced by
global factors such as the COVID-19 pandemic-induced
supply chain disruptions, the Russia-Ukraine war, and
the surge in international commodity prices.

o These factors have increased the input costs and
reduced the availability of food items such as
edible oils, cereals and sugar.

Logistics issues: Logistics in India still face challenges
related to quality and connectivity. Indian national
highways account for only about 2% of the total road
network but carry 40% of all cargo. Port capacity may
be increasing, but lack of connectivity to these ports
leads to cost escalations and delays in the goods
transferred.

Ways to address supply chain constraints:

>

Strengthening the infrastructure: There is a need to
invest in improving the road connectivity, rail network,
power supply, irrigation facilities, etc. that facilitate the
smooth movement of food products across regions.

O There is also a need to augment the cold storage
and warehousing capacity and ensure their quality
standards.

Addressing structural bottlenecks: India needs to
push through long-pending legislation that aims to
address the structural bottlenecks (4Ls: Land, Labour,
Law, Liquidity) that continue to plague and hinder
domestic competitiveness.

Promoting market integration: There is a need to
reduce the intermediaries and inefficiencies in the food
supply chain by promoting direct linkages between
farmers and consumers.

o This can be done by encouraging farmer producer
organisations (FPOs), contract farming, e-NAM
(electronic National Agriculture Market), etc.

Enhancing resilience to climate change: There is a
need to adopt climate-smart agriculture practices
that can help farmers cope with weather variability
and reduce crop losses.

o This caninclude crop diversification, improved seeds,
water conservation, soil health management, etc.

Diversifying food basket: There is a need to diversify

the food consumption pattern of Indians by increasing

the intake of protein-rich and micronutrient-rich foods

such as milk, pulses, eggs, fruits and vegetables.

o This can help reduce the dependence on cereals
and edible oils and improve the nutritional security
of the population.
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Conclusion:

Addressing the supply chain constraints causing food
inflation in India requires a comprehensive approach.
This includes investing in rural infrastructure, reducing
post-harvest losses through improved storage and
processing facilities, upgrading transportation systems,
and enhancing market access for farmers. By implementing
these measures, India can significantly improve its supply
chain efficiency, reduce food wastage, and mitigate the
impact of inflation on food prices.

3. Discuss the various types of inflation in India. How
does inflation affect the growth and development
prospects of India? Suggest some policy measures
to achieve price stability and low inflation in India.
(250 words)

Approach:

> Startyouranswer with a brief introduction of Inflation.

> Explain how inflation affects the growth and
development prospects of India.

> Suggest some policy measures to achieve price
stability and low inflation.

> Conclude accordingly.

Inflation is the sustained increase in the general level
of prices of goods and services over a period of time.
Inflation rate is the percentage change in the consumer
price index (CPI) over a given period, usually a year or a
month. Inflation rate is one of the key macroeconomic
indicators that reflects the economic performance and
welfare of a country.

Body

Types of Inflation in India:

> Demand-pull Inflation:

o This occurs when the aggregate demand for goods
and services exceeds the aggregate supply, leading
to arise in prices.

o This can be caused by factors such as income
growth, population growth, fiscal stimulus, monetary
expansion, exchange rate depreciation etc.

> Cost-push Inflation:

o This occurs when the cost of production of goods

and services increases, leading to a rise in prices.

o This can be caused by factors such as rising wages,
input prices, taxes, tariffs, subsidies etc.

Introduction
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» Structural Inflation:

o This occurs when there are structural rigidities
and inefficiencies in the economy, leading to a
rise in prices.

o This can be caused by factors such as poor
infrastructure, supply chain disruptions, market
imperfections, institutional bottlenecks etc.

> Imported Inflation:

o This occurs when the prices of imported goods and
services increase due to external factors, leading
to a rise in domestic prices.

o This can be caused by factors such as global
commodity prices, international trade policies,
exchange rate fluctuations etc.

Effects of Inflation on Growth and Development
Prospects of India:

> Positive Effects:

o A moderate level of inflation can have some
positive effects on the economy and society, such
as stimulating economic growth, encouraging
investment and innovation, reducing unemployment,
increasing tax revenue, reducing debt burden etc.

> Negative Effects:

o A high or volatile level of inflation can have some
negative effects on the economy and society, such as
eroding purchasing power, distorting relative prices,
creating uncertainty and instability, discouraging
saving and investment, worsening income inequality,
hampering international competitiveness etc.

Policy Measures to Achieve Price Stability and Low
Inflation in India:

> Monetary Policy:

o The Reserve Bank of India (RBI) has adopted an
inflation targeting framework since 2016 with a
target of 4% with a tolerance band of +/- 2%.

o The RBI has used various instruments such as
repo rate, reverse repo rate, cash reserve ratio,
statutory liquidity ratio etc. to regulate the money
supply and credit availability in the economy and
influence the interest rates and exchange rates.

o The RBI has been largely successful in maintaining
inflation within the target range despite various
shocks and challenges.
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o However, some limitations of monetary policy
include time lags, transmission issues, coordination
problems with fiscal policy etc.

> Fiscal Policy:

o Thegovernment has enacted the Fiscal Responsibility
and Budget Management Act (FRBM) in 2003 to
ensure fiscal discipline and prudence.

o The government has used various instruments such
as taxation, expenditure, borrowing, subsidies etc.
to influence the aggregate demand and supply in
the economy and manage the fiscal deficit and
public debt.

o The government has also implemented various
fiscal stimulus measures to support the economy
during times of crisis.

o However, some challenges of fiscal policy include
revenue shortfall, expenditure overrun, crowding
out effect, fiscal dominance etc.

> Supply-side Policy:

o The government has used various instruments
such as infrastructure development, agricultural
reforms, industrial reforms, trade liberalization etc.
to improve the productivity and efficiency of the
economy and reduce the structural bottlenecks
and market imperfections that cause inflation.

o The government has also launched various schemes
such as public distribution system (PDS), minimum
support price (MSP), food security act etc. to
protect the vulnerable sections of the society
from the adverse effects of inflation and ensure
their access to essential goods and services at
affordable prices.

o However, some issues of supply-side policy include
implementation gaps, leakages, corruption etc.

Conclusion

Inflation is a complex phenomenon that has multiple
causes and effects on the economy and society. Inflation
needs to be monitored and controlled at an optimal level
that balances growth and stability objectives. Inflation
control requires a coordinated and comprehensive
approach from both monetary and fiscal authorities as
well as other stakeholders.

4. Faster economic growth requires increased share
of the manufacturing sector in GDP, particularly of
MSMEs. Comment on the present policies of the
Government in this regard. (150 words ) (GS-III,
Mains 2023)
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Approach:

> Start your answer with the significance of the
manufacturing sector with a focus on MSMEs. You
can substantiate your introduction with relevant
data and stats.

> Discuss various policy measures taken by the
Government to boost the manufacturing sector
and increase the share of MSMEs in GDP.

> You can conclude your answer by mentioning the
impacts of these policy measures.

Introduction:

Faster economic growth requires increased share of
the manufacturing sector in GDP, particularly of MSMEs.
This is because the manufacturing sector is a major driver
of economic growth, employment, and exports. It also
helps to reduce dependence on imports and improve the
balance of payments.

The MSME sector in India employs over 100 million
people and accounts for 45% of manufacturing output
and over 40% of the country’s exports. The sector
contributes around 6% of the manufacturing GDP and
25% of the GDP from service activities. MSMEs are also
more agile and innovative than large enterprises, and
they can quickly adapt to changing market conditions.

Body:

The Government has taken a number of steps to
boost the manufacturing sector and increase the
share of MSMEs in GDP. These include:

> Make in India: Launched in 2014, this initiative aims
to transform India into a global manufacturing hub by
facilitating investment, fostering innovation, enhancing
skill development, and creating a conducive business
environment.

> National Manufacturing Policy (NMP): The National
Manufacturing Policy (NMP) is a comprehensive
policy that was launched in 2011 with the objective
of increasing the share of manufacturing in GDP to
25% within a decade and creating 100 million jobs.
It also provides incentives for setting up National
Investment and Manufacturing Zones (NIMZs) as
integrated industrial townships.

> MSME Development Act, 2006: This act provides a
legal framework for the promotion and development of
MSMEs in India. It defines the criteria for classification
of MSMEs, provides for registration and credit facilities,
and establishes a National Board for MSMEs.
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> Public Procurement Policy for MSEs, 2012: This policy
mandates that 25% of the total annual purchases of
goods and services by central ministries and public
sector enterprises should be from MSEs, out of
which 4% should be from SC/ST-owned MSEs and 3%
from women-owned MSEs. It also provides for price
preference and tender set-aside for MSEs.

> Credit Linked Capital Subsidy Scheme (CLCSS): This
scheme provides a 15% capital subsidy to MSEs for
technology upgradation and modernization of their
plant and machinery.

> ASPIRE Scheme: Launched in 2015, this scheme
aims to promote innovation, entrepreneurship, and
agro-industry in rural areas. It provides support for
setting up incubation centers, technology business
incubators, and livelihood business incubators.

> SFURTIScheme: This scheme supports the development
of clusters of traditional industries such as khadi, coir,
and bamboo. It provides assistance for infrastructure,
technology, marketing, skill development, and capacity
building9.

Conclusion:

These policies and programs have had a positive
impact on the manufacturing sector and the MSMEs in
India. According to the Ministry of Commerce and Industry,
the manufacturing sector in India grew by 11.8% in the
first quarter of 2022-23, compared to the same period
in the previous year. This is the highest growth rate in
the manufacturing sector in over a decade.

The MSME sector has also shown strong signs of
recovery. According to the Economic Survey 2022-23,
the MSME sector contributed 29.6% to India’s GDP in
2021-22. The sector is also expected to generate 1.25
crore new jobs in the next five years.

5. What is the status of digitalization in the Indian
economy? Examine the problems faced in this
regard and suggest improvements. (150 words )
(GS-111l, Mains 2023)

Approach:

> Begin with a brief introduction to Digitalization,
discussing the factors that increased digitization
in the Indian economy.

> Discuss the status of Digitalization in the Indian
economy along with the problems faced by
Digitalization in India and Solutions to improve it.

> You can conclude the answer by summarizing the
key points.

www.drishtiias.com/eng

Introduction:

Digitalizationis the process of using digital technologies
to transform various aspects of the economy and society.
It can enable greater efficiency, innovation, inclusion and
empowerment of citizens and businesses. India has been
witnessing a rapid growth of digitalization in recent years,
driven by factors such as increased internet accessibility,
government-led digital initiatives, a thriving startup
ecosystem, and a large and growing base of digital
consumers.

Body:

Status of Digitalization in the Indian Economy:

> Internet Penetration: India has witnessed substantial
growth ininternet penetration, with over 759 million
internet users. This has facilitated digital access for a
considerable portion of the population.

> E-Governance: The government’s Digital India program
has played a pivotal role in promoting digitalization,
enhancing service delivery, and increasing transparency
in governance. Initiatives like Aadhar, e-governance
platforms, and digital payment systems have gained
widespread adoption.

> E-commerce: India has a burgeoning e-commerce
industry, with several homegrown platforms and
global giants operating in the country. This sector
has created new opportunities for businesses and
consumers alike.

> Start-up Ecosystem: India’s digital transformation has
fueled the growth of a vibrant start-up ecosystem,
with many innovative companies emerging in areas
like fintech, edtech, healthtech, and more.

Problems Faced in Digitalization in India:

> Digital Divide: Despite improvements, a significant
digital divide still exists, with rural areas lagging behind
urban centers in terms of digital infrastructure and
access. This divide hinders inclusive growth.

O Only about 50% of the population has an internet
subscription, indicating that a substantial portion
of the population still lacks access to the digital
economy

> Cybersecurity Concerns: As digitalization increases,
so do cybersecurity threats. India faces challenges
in securing digital infrastructure and protecting data
from cyberattacks.

drishti



B MAINS MARATHON 2024 (ECONOMICS)

> Privacy Issues: Concerns regarding data privacy and
protection have gained prominence. India needs
robust data protection laws and mechanisms to ensure
citizens’ privacy rights are safeguarded.

> Infrastructure Challenges: Poor digital infrastructure,
including slow internet speeds and inconsistent
connectivity in some areas, hampers the full potential
of digitalization.

o The availability and penetration of broadband, Wi-
Fi, optical fiber and 4G networks are also limited,
especially in rural and remote areas.

> Regulatory and Policy Challenges: India’s digital
landscape grapples with regulatory issues due to
outdated laws and overlapping rules across sectors like
IT, telecom, e-commerce, cybersecurity, and consumer
protection. This complexity leads to uncertainty for
stakeholders.

Suggestions for Improvement:

> Digital Inclusion: To bridge the digital divide, there
should be concerted efforts to expand digital
infrastructure and connectivity to remote and rural
areas. Government schemes like BharatNet need to
be expedited.

> Digital Literacy Programs: Promote digital literacy
through government initiatives and collaborations
with NGOs and private sector organizations. This can
include training programs and awareness campaigns.

> Data Protection and Privacy Laws: Enforce
comprehensive data protection and privacy laws to
ensure citizens’ data is secure and their privacy rights
are respected.

o The government has recently passed the Personal
Data Protection Act, 2023, which is yet to come
into effect.

> Cybersecurity Measures: Strengthen cybersecurity
measures through public-private partnerships,
investment in advanced technologies, and proactive
threat detection and response systems.

> Ease of Doing Business: Simplify and digitize
government processes further to improve the ease
of doing business in India. This will attract more
investments and boost economic growth.

> Promote Digital Payments: Encourage the adoption of
digital payment systems to reduce cash transactions,
improve transparency, and drive financial inclusion.
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> Research and Development: Invest in research and
development in emerging technologies like artificial
intelligence, blockchain, and 5G to stay competitive
in the global digital landscape.

Conclusion:

The status of digitalization in the Indian economy has
witnessed significant progress, but challenges like the
digital divide, cybersecurity concerns, and data privacy
issues persist. To further enhance digitalization, India must
focus on inclusivity, cybersecurity, digital literacy, and the
development of a robust regulatory framework. This will
not only accelerate economic growth but also ensure that
the benefits of digitalization are accessible to all citizens.

6. Explore the potential of micro-irrigation in
revolutionizing farming towards profitability and
sustainability within the framework of the Pradhan
Mantri Krishi Sinchai Yojana. (150 words)

Approach:

> Define what is micro-irrigation and explain briefly
PMKSY and try to create a link between the two.

> Discuss how micro-irrigation can contribute to the
achievement of PMKSY’s goals.

> Conclude by summarizing the main points and
highlighting the potential of micro-irrigation in
revolutionizing farming within the framework of
PMKSY.

Introduction:

The Pradhan Mantri Krishi Sinchai Yojana (PMKSY)
is a national mission launched in 2015 to improve farm
productivity and ensure better utilization of the resources
in the country. The motto of PMKSY is “Har Khet Ko Pani”
(water for every field) and “More crop per drop”. Micro-
irrigation is a low-pressure, low-flow-rate type of irrigation
that can reduce the likelihood of overwatering a landscape.
It delivers water directly to where it is needed most-the
root zone of plants.

Body:

Some of the ways in which micro-irrigation can
contribute to the objectives of PMKSY are:

> It can help expand cultivated areas under assured
irrigation by enabling farmers to grow crops that
would not be possible under conventional systems
with lower water quantities.
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> It can help improve water use efficiency by reducing
water consumption and energy use for pumping.
Micro-irrigation can also help in fertigation, which is
the application of fertilizers through irrigation water,
thus saving on fertilizer costs and improving nutrient
use efficiency.

> Itcan help in precision farming, which is the application
of water and agrochemicals according to the soil
and plant status and needs. This can be achieved by
using emerging computerized GPS-based technologies
and wireless sensor networks that can monitor and
control micro-irrigation systems.

> It can help in enhancing recharge of aquifers and
introducing sustainable water conservation practices
by reducing surface runoff and deep percolation,
and by promoting rainwater harvesting and micro-
watershed development.

> It can help in improving the livelihoods and well-
being of the farming community by increasing crop
yields and incomes, reducing input costs and risks,
and enhancing crop diversification and resilience to
climate change.

Conclusion:

Therefore, micro-irrigation can be a key component
of PMKSY to achieve the vision of extending the coverage
of irrigation and improving water use efficiency in a
focused manner with end to end solution on source
creation, distribution, management, field application and
extension activities.

7. Explainthe significance of foreign direct investment
(FDI) for the Indian economy and analyze the
reasons behind the recent decline in FDI inflows.
Suggest remedial measures to enhance FDI in
India. (250 words)

Approach:

> Begin your answer by giving a brief introduction
preferably with some data related to growth and
FDI inflow.

> Enumerate the significance of FDI for India.

> Enumerate the reasons for the decline in FDI and
the remedial measures needed.

> Conclude by summarizing the key points of your
answer and reiterate the importance of FDI for India.
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Introduction:

Foreign direct investment (FDI) is a type of cross-
border investment in which an investor from one country
establishes a lasting interest in an enterprise in another
country. According to the Global Investment Report 2023,
the total foreign direct investment (FDI) inflows have
slumped by 12% in 2022.

Body:

Significance of Foreign Direct Investment (FDI):

> Economic Growth: FDI drives economic growth by
infusing foreign capital for infrastructure, industrial
expansion, and technological advancement. E.g.
Manufacturing of silicon chips in India due to FDI,
PLI, etc.

> Job Creation: FDI generates employment, addressing
India’s population-related challenges such as
unemployment and poverty reduction.

> Technology Transfer: Multinational corporations
bring advanced technology and expertise, fostering
domestic innovation like Brahmos and Jet Engine or
Submarine from France.

> Balance of Payments: FDI boosts foreign exchange
reserves, vital for economic stability and trade deficit
management.

> Industrial Development: It stimulates growth in
sectors like manufacturing and aligns with the “Make
in India” initiative. E.g. Airbus’s investment with TATA
in airplane manufacturing.

> Global Integration: FDI integrates India into the global
economy, promoting international cooperation.

Reasons for Decline in FDI Inflows:

> High inflation and weak demand in the US and
Europe: These factors have reduced the attractiveness
of India as an investment destination.

> Lack of new policy reforms and state-level
improvements: There were few steps to liberalize
FDI regulations or improve the business environment
at the state level in recent years.

> Global Pessimism: Global growth pessimism is an
important reason for this big decline in cross-border
mergers and acquisitions (M&As). Western corporations
are cautious about making big investments.

> Geopolitics: Geopolitical strategy is also important.
India had begun to shun Chinese FDI after the 2020
border clashes with China.
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> Tech and Other Industries: The FDI decline affects
industries beyond technology.

> Policy Uncertainty: Investors face unpredictability
and policy changes mid-course.

> Uneven Playing Field: Disparities discourage
investments.

> Absence from Trade Agreements: India’s absence
from agreements like RCEP and lack of EU trade deals
hinder FDI attraction.

> Infrastructure Bottlenecks: Inadequate infrastructure
deters investors, especially in the logistics and energy
sectors.

Remedial Measures to Enhance FDI:

» Stable and Predictable Policies: Ensure a stable and
predictable regulatory environment.

> Ease of Doing Business: Streamline processes, reduce
bureaucracy, and improve the ease of doing business.

> Investmentin Infrastructure: Develop transportation,
energy, and digital infrastructure to support FDI.

> Participation in Trade Agreements: Engage in regional
and bilateral trade agreements for improved market
access.

> Promotion of ‘Make in India’: Encourage manufacturing
investments through initiatives like the PLI scheme.

> Investor Protection: Strengthen investor protection
mechanisms and dispute resolution systems.

> Skill Development: Invest in skill development programs
to support technology transfer and innovation.

Conclusion:

Enhancing FDI is crucial for India’s economic growth.
However, India should not rely solely on FDI and foreign
investment for its growth but also explore other sources
of investment.

8. What are open market operations (OMOs) and
how do they affect the money supply and interest
rates in the economy? (250 words)

Approach:

> Begin with a concise introduction that defines what
open market operations are.

> Discuss how OMOs affect the money supply. Also,
explain how OMOs influence interest rates.

> You can conclude the answer by mentioning their
significance in the context of monetary policy.
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Introduction:

Open Market Operations (OMOs) are one of the
primary tools used by central banks, such as the Reserve
Bank of India, to adjust the liquidity in the economy.
OMOs involve the buying and selling of government
securities, such as Treasury bills, bonds, and notes, in the
open market.

Body:

How OMOs work and their impact on the money
supply and interest rates:

> Buying and Selling Securities: When a central bank
wants to increase the money supply, it conducts OMOs
by purchasing government securities from banks
and other financial institutions in the open market.

Conversely, when it aims to reduce the money supply,

it sells these securities to the market.

> Impact on Money Supply:

O Buying Securities (Expanding the Money Supply):
When the central bank buys securities, it injects
money into the banking system. Banks receive
cash in exchange for the securities they sell to
the central bank. This, in turn, increases the
reserves of commercial banks, allowing them to
lend more money to businesses and consumers.
As a result, the money supply in the economy
expands.

o Selling Securities (Contracting the Money
Supply): Conversely, when the central bank sells
securities, it takes money out of the banking
system. Banks pay for these securities with their
reserves, reducing their ability to lend. This leads
to a decrease in the money supply and can make
borrowing more expensive for businesses and
individuals.

» Impact on Interest Rates:

O Buying Securities (Lowering Interest Rates): An
increase in the money supply resulting from central
bank purchases puts downward pressure on
short-term interest rates. When banks have more
money to lend and compete for borrowers, they
tend to lower interest rates to attract borrowers.
This can make borrowing cheaper, stimulating
economic activity.

o Selling Securities (Raising Interest Rates):
Conversely, when the central bank sells securities
and contracts the money supply, it can lead to
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anincrease in short-term interest rates. With less
money available for lending, banks may charge
higher interest rates, making borrowing more
expensive. This can help cool down an overheating
economy or combat inflation.

Conclusion:

Overall, OMOs are a versatile and effective tool for
central banks to fine-tune the money supply and interest
rates in an economy. They play a crucial role in achieving
the central bank’s monetary policy objectives, such as
controlling inflation, promoting economic growth, and
maintaining financial stability.

9. India’s roll out of Goods and Services Tax (GST)
regime heralded a paradigm shift in taxation
structure but it has been marred down with certain
glitches downgrading its effectiveness. Discuss
(250 words)

Approach:

> Begin by providing a brief overview of the Goods
and Services Tax (GST) regime.

> Discuss the role and importance of GST structure
in improving the taxation system.

> Describe how the GST regime can be improved
further on account of its shortcomings.

> You can conclude by summarizing the key factors in
the GST system and its different economic prospects.

Introduction:

The introduction of the Goods and Services Tax (GST)
in India was heralded as a historic reform that promised
to revolutionize the country’s taxation structure. GST, a
comprehensive indirect tax, aimed to streamline the
complex and fragmented tax system that existed before
its implementation.lt required a constitutional
amendment, which was enacted through the 101st
Constitutional Amendment Act, 2016 to promote the
idea of “One Nation, One Tax.”

Body:

The Promises and Significance of GST structure:

> Simplification and Unification: GST replaced multiple
indirect taxes like excise, service tax, VAT, and others
with a single, comprehensive tax. This move simplified
the tax structure, making it easier for businesses to
comply and reducing tax evasion.
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> Promoting Ease of Doing Business: A simplified tax
system was supposed to improve the ease of doing
business, encourage investments, and promote
economic growth.

> Digitization in Compliance: Automation of tax
compliances by the government has been a massive win
and has worked efficiently, especially in comparison with
the erstwhile regime. This has been possible because
of the introduction of a ‘one-stop-shop’ portal i.e. the
GST Network (GSTN), for all compliances under GST.

> Use of Technology Tools: GSTN’s next focus was to
leverage technology and data available to improve
compliance, detect frauds and support policymaking
and to this end, GSTN formed a Business Intelligence
and Fraud Analytics (BIFA) unit.

> Cooperative Federalism: The GST Council is a true
testament to the fiscal federal and consensus-based
structure, which is a cornerstone of the GST regime.
The central and state governments have been working
together on critical legal issues.

> Enlargement of the Tax Base: In general, GST has
reduced the overall indirect tax burden on consumers
and made Indian products more competitive in
international markets. There has been a phenomenal
enlargement of the tax base, resulting in increased
revenue collection.

> GST Eliminates the Cascading Effect of Tax: GST is
a comprehensive indirect tax that was designed to
bring indirect taxation under one umbrella. More
importantly, it is going to eliminate the cascading
effect of tax that was evident earlier. Cascading tax
effects can be best described as ‘Tax on Tax’.

Challenges and Glitches in GST Implementation:

> Multiple Tax Slabs: One of the most significant
challenges in the GST regime is the presence of
multiple tax slabs. GST has five tax slabs - 0%, 5%,
12%, 18%, and 28%.

o This multiplicity has made the system complex
and led to classification disputes, as products
and services need to be categorized under one of
these slabs. Moreover, it results in confusion and
compliance issues for businesses.

> Compliance Burden: GST compliance involves filing
multiple returns and adhering to various rules and
regulations.
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o For small and medium-sized enterprises (SMEs),
this has increased the compliance burden,
making it challenging for them to adapt to the
new tax system. The need for regular filing and
the digital interface often cause difficulties for
smaller businesses.

> Technology Issues: The GST Network (GSTN), the
IT backbone of the GST system, has faced technical
glitches and server downtimes, affecting taxpayers’
ability to file returns and comply with the law. This not
only results in delays but also adds to the frustration
of businesses.

> Input Tax Credit (ITC) Mismatch: The ITC mechanism,
which allows businesses to set off taxes paid on inputs
against their output liability, has faced issues with
reconciliation. Mismatches in ITC claims have led to
disputes between businesses and the tax authorities,
creating a burden on businesses.

> Evasion and Fraud: GST was expected to reduce tax
evasion, but it has not been entirely successful in
doing so. Some businesses still engage in tax fraud
and evasion, taking advantage of the complexity of
the system and exploiting loopholes.

> Anti-Profiteering Measures: The introduction of
anti-profiteering measures aimed to ensure that
businesses pass on the benefits of reduced tax rates
to consumers. However, the implementation of these
measures has faced criticism for being cumbersome
and leading to disputes.

> Interstate Transaction Issues: Businesses involved in
interstate transactions have reported complexities
in dealing with multiple state tax authorities and
compliance requirements. The issue of dual control
between the central and state tax authorities further
complicates the matter.

> Impact on the Informal Sector: The informal sector,
which constitutes a significant portion of India’s
economy, has been adversely affected by the
formalization brought about by GST. Many small
businesses in this sector have struggled to adapt to
the new tax system.

Conclusion:

The introduction of the Goods and Services Tax
in India was undoubtedly a significant milestone in
tax reform. However, its effectiveness has been marred
by several glitches and challenges, including multiple
tax slabs, compliance burden, technology issues, and
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tax evasion. Despite these issues, GST represents a
transformative change in India’s taxation structure
and has the potential to drive economic growth and
simplify the tax regime further. Addressing these
challenges and fostering a culture of tax compliance
will be essential for the continued success of GST in

India.

10. Examine the role of agricultural marketing in
India’s rural economy and the challenges it faces
in achieving a robust and efficient marketing
system. What measures can be taken to address
these challenges and promote agricultural
marketing for the benefit of farmers and the
overall economy? Discuss with relevant examples.
(250 words)

Approach:

> Begin by providing a brief overview of the Agricultural
Marketing System.

> Discuss the challenges faced in achieving a robust
and efficient agricultural marketing system.

> Describe measures to be taken to address these
challenges and promote agricultural marketing.

> You can conclude by summarizing the key factors
in the Agricultural Marketing System along with

relevant examples.

Introduction:

Agricultural marketing refers to the process of buying,
selling, and distributing agricultural produce from the
farmer’s field to the consumers. It involves a complex
network of intermediaries, including commission agents,
wholesalers, retailers, and various government agencies,
all of which play vital roles in the movement of agricultural
goods. The role of agricultural marketing in India’s rural
economy is multifaceted.

Body:

Role of Agricultural Marketing in India’s Rural
Economy:

> Income Generation: Agricultural marketing provides
a source of income for millions of people, particularly
in rural areas. Farmers, traders, laborers, and
transportation workers all derive their livelihoods
from the agricultural marketing system.
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> Price Discovery: It helps in determining fair prices
for agricultural produce, allowing farmers to get a
reasonable return on their investments.

o However, the present marketing system often
leaves farmers at the mercy of intermediaries,
resulting in price exploitation.

> Market Access: It connects remote rural areas to
urban markets, ensuring that agricultural produce
reaches consumers efficiently. This reduces wastage
and helps meet the food requirements of the
population.

> Integration with the Food Supply Chain: Agricultural
marketing is an integral part of the food supply chain,

ensuring that food products reach consumers. A

well-functioning marketing system is crucial for food

security.

Challenges in Agricultural Marketing:

» Middlemen Exploitation: Farmers often find themselves
at the mercy of middlemen who manipulate prices
and charge high commissions. This exploitation
results in farmers receiving a lower share of the final
consumer price.

> Lack of Infrastructure: Many rural areas in India lack
proper infrastructure such as cold storage facilities
and warehouses. This leads to substantial post-harvest
losses, particularly for perishable commodities.

> Inadequate Market Information: Lack of timely and
accurate market information hampers farmers’ ability
to make informed decisions about when and where
to sell their produce, leading to inefficiencies.

> Inefficient Price Discovery Mechanisms: The prevailing
price discovery mechanisms are often flawed, leading
to volatile and unpredictable prices for farmers. This
volatility poses significant risks to their income stability.

> Regulatory Hurdles: The agricultural marketing system
in India is subject to various regulations, which can
be cumbersome and complex. These regulations vary
from state to state and add to the difficulties faced
by farmers and traders.

Measures to Address the Challenges:

> Strengthening Farmer Producer Organizations (FPOs):
FPOs can help farmers collectively market their
produce and negotiate better prices. Government
support and capacity-building programs can enhance
the effectiveness of FPOs.
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> Investing in Infrastructure: Developing modern storage
facilities, transportation networks, and market yards
can reduce post-harvest losses and improve market
access. Promoting direct marketing by farmers to
consumers or bulk buyers can reduce the role of
intermediaries and increase farmers’ income.

> Market Information Systems: Implementing
technology-driven market information systems
can provide farmers with real-time information on
prices and demand. Initiatives like e-NAM (National
Agriculture Market) are steps in the right direction.

> Reforming APMC Acts: State governments should
reform the Agricultural Produce Market Committee
(APMC) Acts to make them more farmer-friendly
and encourage competition in agricultural markets.
Policymakers should review and simplify the regulatory
framework governing agricultural marketing to make
it more investor-friendly and efficient.

> Contract Farming: Encouraging contract farming can
provide farmers with price stability and access to better
technology and inputs. Clear contracts and dispute
resolution mechanisms are essential in this regard.

Examples:

> Amul Cooperative in Gujarat: One successful example
of agricultural marketing reform is the case of the
Amul cooperative in Gujarat. Amul, which began as
a cooperative of dairy farmers, has become one of
India’s most prominent and successful agricultural
marketing organizations.

> e-NAM Initiative: Another notable example is the
e-NAM initiative, which aims to create a unified national
market for agricultural commodities. By providing a
digital platform for transparent price discovery and
trade, e-NAM has the potential to significantly improve
the marketing system’s efficiency.

Conclusion:

Agricultural marketing is a crucial component of
India’s rural economy. However, it faces various challenges
that hinder its efficiency and the well-being of farmers.
Addressing these challenges through reforms, investment
in infrastructure, and technology-driven solutions can
lead to a more robust and efficient agricultural marketing
system. This, in turn, will benefit farmers, consumers,
and the overall Indian economy, ensuring food security
and reducing post-harvest losses. Agricultural marketing
reform is an essential step towards achieving the goal of
doubling farmers’ income and enhancing the overall
agricultural sector’s productivity.
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11. In recent times, there has been a growing trend
towards the use of electric vehicles. What obstacles
are currently present in the Indian market, and
what measures have the Indian government
implemented to address them? (250 Words)

Approach:

> Give a general introduction briefing on why there
is a surge in demand for electrical wheels.

> Mention the obstacles present in the Indian market.

> Mention the steps taken by the Government to
address the challenges.

» Conclude on a positive note.

Introduction

The surge in the adoption of electric vehicles (EVs)
is a global phenomenon, driven by environmental concerns
and technological advancements. In India, this trend is
no exception.The Indian government has set a target to
achieve 30 percent electrification of the country’s vehicle
fleet by 2030. However, the Indian EV market faces several
obstacles that impede its rapid growth, requiring strategic
interventions from the government.

Body

Obstacles in the Indian EV Market

> High Initial Costs: EVs tend to have a higher upfront cost
than traditional vehicles due to the cost of batteries.
This deters price-sensitive Indian consumers.

> Charging Infrastructure: Inadequate charging
infrastructure is a significant challenge. Range anxiety
is a real concern, as people fear running out of charge
without a nearby charging point.

> Battery Technology: The battery technology used in
EVs needs improvement in terms of range, charging
speed, and longevity.

> Supply Chain: The production of lithium-ion batteries,
which are a key component of EVs, requires specific
minerals and rare earth elements.

o India currently relies heavily on imports from
China for battery manufacturing, leading to supply
chain challenges.

Government Measures

» FAME Scheme: The government has implemented the
FAME scheme to provide incentives for the adoption
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of electric and hybrid vehicles, aiming to reduce the
upfront cost for consumers.
> Charging Infrastructure: Schemes like ‘Charging
Infrastructure for Electric Vehicles’ and ‘Go Electric’
have been launched to bolster charging infrastructure,
encouraging states to develop public charging points.
o Delhi government’s ‘Switch Delhi’ campaign aims
toinstall 100 charging stations in the city, but more
such initiatives are needed.
» GST Reduction: The reduction in the Goods and
Services Tax (GST) rate on EVs from 12% to 5% has
made them more affordable.

> The Production Linked Incentive (PLI) scheme: It
provides incentives for the manufacturing of electric
vehicles and components.

Conclusion

The Indian government is taking steps to overcome
the obstacles in the EV market, recognizing the importance
of sustainable transportation for the nation’s future. By
addressing cost concerns, improving infrastructure, and
supporting research and development, India is making
progresstowardsacleaner, more sustainable transportation
sector,which will in turn help India achieve its ‘Nationally
Determined Contributions’ for climate action.

12. Examine the concept of inclusive growth and its
relevance in the realm of socio-economic
development. (150 Words)

Approach:

> Write a brief introduction about inclusive growth.
> Mention the principles of inclusive growth in socio-
economic development.

> Write a conclusion

Introduction:

According to the OECD, Inclusive growth is economic
growth that is distributed fairly across society and creates
opportunities for all. It goes beyond traditional measures
of growth, taking into account social indicators and
ensuring that marginalized groups actively participate in
and benefit from the development process.
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Body:

Principles of Inclusive Growth:
» Participation: ensuring that all people can contribute to and benefit from economic activity, regardless of their
income, gender, ethnicity, disability, or location

> Equity: reducing inequalities in income, wealth, and opportunities, and promoting social mobility and inclusion.

\4

Growth: enhancing productivity, competitiveness, and innovation, and creating more and better jobs.

> Sustainability: balancing economic, social, and environmental objectives, and preserving natural resources and
ecosystems for future generations

> Stability: maintaining macroeconomic stability, fiscal responsibility, and resilience to shocks and crises.

Significance in Socio-Economic Development:

> Poverty reduction and shared prosperity: Inclusive growth offers a more sustainable and equitable pathway to
poverty reduction compared to trickle-down approaches.

o By creating decent jobs, promoting social mobility, and investing in human development, it allows marginalized
groups to participate in the economic ladder and enjoy a better standard of living.
> Social Stability and Cohesion: Addressing inequalities and promoting equitable opportunities can decrease social
tensions, foster a sense of fairness, and strengthen social cohesion. This in turn creates a more stable environment
for long-term sustainable development.
> Increased Productivity and Innovation: A skilled and healthy workforce, coupled with improved access to
education and technology, can boost productivity and innovation within the economy. This leads to higher
national income and further fuels inclusive growth.
> Sustainable Development: It balances economic development with environmental conservation, ensuring that
future generations can also thrive.
o Therefore, it aligns with the United Nations’ Sustainable Development Goals, which aim to end poverty, protect
the planet, and ensure peace and prosperity for all.
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Conclusion:

Inclusive growthiscrucial for sustainable development,
offering a balanced and just society where progress
benefits everyone, promoting equity and prosperity.
13. Analyze the intricacies associated with the

transportation and marketing of agricultural
products within the Indian context. (150 Words)

Approach:

> Write a brief introduction about complexities related
to the transportation and marketing of agricultural
products.

> Mention the need for an efficient transport system.

» Write a conclusion.

Introduction:

Despite ranking second in global agricultural
production, India faces significant challenges in
transporting and marketing its diverse produce. This is
often riddled with inefficiencies, and leads to post-harvest
losses of around 15%, impacting farmer incomes and
consumer access.

Body:

Transportation Bottlenecks:

> Poorinfrastructure: India has the second largest road
network in the world at 63,72,613 km. Out of this,
70% of the roads are paved and 30% of the roads
are unpaved.

> Insufficient logistics: The logistics sector suffers from
a lack of coordination, standardization, innovation,
and regulation. The logistics cost in India is estimated
at 13-14% of GDP, which is much higher than the
global average of 8-9%.

> Limited storage facilities: The storage capacity in
India is inadequate and unevenly distributed, around
60% of India’s cold storage capacity is concentrated in
the states of West Bengal, Bihar, and Uttar Pradesh.

o India has a cold storage capacity of 37-39 million
tonnes, but only 60% of it is used.
> Lack of Investment: The Essential Commodities Act
empowers the government to impose stock limits, price
controls, and export bans on certain commodities,
which discourages private investment and innovation
in the storage and transportation sector.
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Marketing Issues:

> Market Fragmentation: India has over 6,000 agricultural
markets, with varying regulations and infrastructure.
This complexity and lack of transparency make
marketing costly and inefficient.

o Moreover, the Agricultural Produce Market
Committee (APMC) Act requires the farmers to
sell their produce only at designated market yards.

> Lack of market information: Many farmers do not have
access to reliable and timely information about the
demand, supply, and prices of agricultural products
in different markets.

o According to a survey by the National Sample
Survey Office, only 5.8% of the farmers in India
used any source of market information in 2023.

> Lack of standardization and quality control: The
agricultural products in India are not standardized
and graded according to their quality, quantity, and
variety. This creates problems of heterogeneity,
inconsistency, and adulteration in the market.

o According to areport by the Food and Agriculture
Organization, India ranks 74th out of 113 countries
in the Global Food Security Index, which measures
the availability, affordability, quality, and safety
of food.

Way Forward:

> Improving the infrastructure and logistics facilities
for agricultural produce and inputs, such as roads,
railways, waterways, airports, storage, and cold.

> Promoting the standardization and quality control
of agricultural products, such as by grading, labeling,
certifying, and testing the products according to their
quality, quantity, and variety.

> Enhancing market integration and competition via
policy reforms, digital tech, and innovative models
like alternate marketing channels, direct marketing,
farmers’ markets, contract farming, private markets,
modern terminals, and e-trading.

> Expand the reach of eNAM: The eNAM platform
should be made more accessible to all farmers,
including those in remote areas. This could be done
by setting up more kiosks and providing training on
how to use the platform.

Conclusion:

To revitalize India’s agriculture, and address
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transporta-tion and marketing challenges through

infrastructure development, technology adoption, farmer

empowerment, and value addition, unlocking the sector’s
full potential for farmer prosperity and consumer access
to quality produce.

14. Analyze the impact of globalization on inclusive
growth. How can nations harness the benefits of
globalization while mitigating its negative
consequences? (150 Words)

Approach:

> Write a brief introduction about globalization.

> Mention the positive and negative impact of
globalization on inclusive growth.

> Write the mitigating measures to minimize the
negative impact and maximize the benefits.

» Write a conclusion.

Introduction:

Globalization, broadly defined as the increasing
interconnectedness and interdependence of countries
through the exchange of goods, services, information,
and ideas, has both positive and negative impacts on
inclusive growth. Inclusive growth refers to economic
growth that benefits all segments of society.

Body:

Positive Impacts:

> Increased Economic Opportunities: Globalization has
enabled many countries to increase their exports and
access new markets. For example, China’s exports
increased from $62 billion in 1980 to $2.5 trillion in
2019, making it the world’s largest exporter.

» Technology Transfer: Globalization has facilitated
the diffusion of technologies and innovations across
the world. For example, mobile phones have become
widely available and affordable in many parts of Africa,
Asia, and Latin America, enabling people to access
information, communication, and financial services.

> Human Capital Development: Globalization encourages
the movement of people across borders, fostering
the exchange of skills and expertise.

> Reduced Poverty: Access to global markets can lead
to increased income for individuals and communities
engaged in export-oriented activities.
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Negative Impacts:

> Income Inequality: Globalization can exacerbate
income inequality, as those with skills and resources
to participate in the global economy often benefit
more than those who are left behind. For example,
in 2018, the richest 1% of the world’s population
owned 44% of the global wealth, while the bottom
50% owned only 9%.

> Vulnerability to Economic Shocks: Developing countries
heavily dependent on global markets may be more
vulnerable to economic downturns and financial crises.

> Social Dislocation: Rapid globalization can lead to
social dislocation as traditional industries decline and
new industries emerge. Workers in declining sectors
may face unemployment or job insecurity.

> Environmental Degradation: The pursuit of
economic growth in a globalized context can result
in environmental degradation and resource depletion.
For example, the global trade in agricultural products
has contributed to the deforestation of the Amazon
rainforest, the loss of biodiversity, and the emission
of greenhouse gases.

Harnessing the benefits of globalization while
mitigating its negative consequence:

> Promote Inclusive Growth: Implement policies that
ensure the benefits of globalization are distributed
more equitably across society. Invest in education
and training programs to enhance the skills of the
workforce, enabling them to adapt to the changing
global economy.

> Promote sustainable development: Integrate
environmental considerations into trade and
investment policies. Encourage the adoption of clean
technologies, responsible resource management, and
environmentally friendly practices across all sectors.

> Social Safety Nets: Establish robust social safety nets
to protect vulnerable populations from the negative
impacts of globalization, such as unemployment or
income inequality. Fair Trade Policies: Advocate for fair
and transparent trade policies that protect domestic
industries while fostering international trade.

> Technology Transfer and Innovation: Facilitate the
transfer of technology and knowledge across borders,
ensuring that developing nations have access to the
tools and information necessary for economic growth.
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> Protect cultural heritage: Implementing policies that
preserve local cultures and traditions can ensure the
benefits of globalization do not come at the cost of
cultural homogenization.

Conclusion:

The complexities of globalization demands a nuanced
strategy that maximizes its benefits while minimizing
adverse impacts. By prioritizing inclusive growth, fostering
fair trade, and addressing environmental concerns, nations
can forge a path toward a more equitable and sustainable
globalized future.

15. How have land reforms contributed to socio-
economic development, and what measures can
be taken to address the persistent issues hindering
their success? (150 Words)

Approach:

>  Write a brief Introduction about Land Reform in India.

> Mention its contribution to India’s socio-economic
development.

> Mention the essential steps to be taken to address
the issues which are hindering its success.

» Write a conclusion.

Introduction:

Land reforms have played a significant role in fostering
socio-economic development by addressing issues of land
inequality, promoting agricultural productivity, and
supporting overall economic growth.

Body:

Contributions to Socio-Economic Development:

> Abolished the intermediaries: Intermediaries have
been abolished between the state and the cultivators,
such as zamindars, jagirdars and inamdars, who
used to extract a large share of the produce as rent
and revenue.

> Equitable Land Distribution: Land reforms aim to
redistribute land more equitably among the population,
reducing disparities in land ownership.

> Agricultural Productivity: By breaking up large,
unproductive landholdings and redistributing land to
smaller farmers, land reforms can increase agricultural
productivity.
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> Rural Development: Land reforms often include
measures to improve rural infrastructure, access to
credit, and agricultural extension services.

> Social Justice: Land reforms address historical
injustices related to land tenure, promoting social
justice by providing marginalized groups, such as
indigenous communities, with secure land rights and
the opportunity to participate in economic activities.

Measures to Address Persistent Issues:

> Effective Implementation: Enhance the implementation
of land reform policies by ensuring clarity, transparency;,
and accountability in the process.

> Access to Credit and Resources: Facilitate access to
credit, technology, and support services for smallholder
farmers to optimize the use of redistributed land.

> Community Involvement: Involve local communities
in the decision-making process of land reforms.
Community participation ensures that the reforms
align with the specific needs and aspirations of the
people, promoting sustainable development.

> Legal Framework and Land Tenure Security: Develop
and enforce a robust legal framework that guarantees
secure land tenure.

o Clearland titles and effective property rights help
build investor confidence, stimulate economic
activities, and prevent land-related disputes.

> Environmental Sustainability: Integrate environmental
considerations into land reform policies to ensure
sustainable land use practices.

> Monitoring and Evaluation: Establish robust monitoring
and evaluation mechanisms to assess the impact of
land reforms over time.

Conclusion:

The land reforms have contributed significantly to
socio-economic development, addressing persistent issues
requires a comprehensive approach. Effective
implementation, community involvement, secure land
tenure, and a focus on environmental sustainability are
key measures to ensure the success and sustainability of
land reform initiatives.

16. Examine the role of technology in improving the
efficiency and transparency of the Public
Distribution System (PDS). (150 Words)
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Approach:
> Write a brief introduction about the Public
Distribution System.

> Mention the role of technology in improving the
efficiency and transparency of PDS.

> Write a conclusion.

Introduction:

The Public Distribution System (PDS) is a critical
component of India’s efforts to ensure food security for
its citizens. Over the years, technology has emerged as
a powerful tool in addressing longstanding challenges
and improving the overall functionality of the PDS.

Body

> Streamlining Supply Chain Management:

o One of the primary ways technology has contributed
to the PDS is through the implementation of
computerized systems in supply chain management.
The end-to-end computerization of supply chain
operations has significantly reduced manual
interventions, minimizing errors, leakages, and
inefficiencies.

> Enhancing Transparency through Biometric
Authentication and ePoS:

o The introduction of biometric authentication
and electronic Point of Sale (ePoS) devices has
been instrumental in enhancing transparency
and accountability within the PDS. Biometric
authentication eliminates duplicate and ghost
beneficiaries, ensuring that subsidies reach the
intended recipients.

> Empowering Beneficiaries through Information
Dissemination:

o Technology has facilitated the creation of online
platforms for the dissemination of PDS-related
information. Beneficiaries can access crucial details
such as entitlements, prices, and distribution
schedules through websites and mobile applications.

> Data-Driven Decision-Making with Analytics:

o The adoption of data analytics and machine
learning has revolutionized the decision-making
process in the PDS. These technologies enable
authorities to predict demand patterns, optimize
stock levels, and identify areas susceptible to
leakages or inefficiencies.
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Conclusion

Technology has become a cornerstone in the evolution
of the Public Distribution System. From streamlining
supply chain management to enhancing transparency
and empowering beneficiaries, technology has significantly
contributed to the efficiency and effectiveness of the PDS.
17. Food processing plays a crucial role in enhancing

the value of agricultural produce and contributing
to economic growth. Discuss (150 Words)

Approach:

> Write a brief introduction about Food Processing.

> Mention therole of food processing in enhancing the
value of agricultural produce and economic growth.

> Write a conclusion.

Introduction

Food processing is a pivotal component of the
agricultural and economic landscape, playing a crucial
role in enhancing the value of raw agricultural produce
and contributing significantly to overall economic growth.
This sector involves various activities that transform
agricultural products into value-added goods, making
them suitable for consumption or use in other industries.

Body

> Value Addition to Agricultural Produce: Food processing
enhances the value of raw agricultural goods by
transforming them into processed and packaged
products. This involves stages like cleaning, sorting,
cutting, preserving, and packaging. These processes
extend shelf life, reduce perishability, and broaden
market accessibility.

o For example, Peanuts can be used to make a range
of products, such as peanut butter, peanut oil,
peanut flour, peanut candy, etc. These products
have higher value, longer shelf life.

> Economic Growth and Employment Generation: The
food processing industry significantly contributes
to economic growth by creating employment
opportunities and fostering entrepreneurship. The
establishment of food processing units, ranging from
small-scale enterprises to large industrial complexes,
generates jobs across the value chain from farming and
transportation to processing, distribution, and retail.

> Agricultural Sustainability and Reduced Wastage:
Food processing plays a crucial role in reducing
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post-harvest losses and wastage. By preserving
and processing perishable crops, the industry helps
maintain the marketability of surplus produce during
peak harvest seasons.

> Diversification of Agricultural Products: The food
processing sector encourages the diversification of
agricultural products. It enables the creation of a
wide array of food items, ranging from snacks and
ready-to-eat meals to processed beverages.

Challenges:

> Infrastructure Development: Investments in cold
storage facilities, transportation networks, and
modern processing units are essential to address
infrastructure gaps and enhance the efficiency of the
food processing sector.

> Technology Adoption: Encouraging the adoption
of modern technologies, including automation and
digitization, can improve efficiency, reduce wastage,
and enhance the quality of processed foods.

> Skill Development: Focused skill development programs
can enhance the capabilities of the workforce in the
food processing sector, fostering innovation and
entrepreneurship.

> Regulatory Reforms: Streamlining regulations,
ensuring compliance with international standards,
and simplifying licensing processes can create a
conducive environment for the growth of the food
processing industry.

Conclusion

The symbiotic relationship between agriculture and
food processing is indispensable for sustainable economic
development. As a catalyst for value addition, employment
generation, and agricultural sustainability, the food
processing industry deserves strategic attention and
supportive policies to unlock its full potential and
contribute to the broader goals of economic growth and
food security.

18. Discuss the limitations of relying solely on
monetary measures to assess poverty. How does
a multidimensional approach provide a more
comprehensive understanding of poverty? (250
words)
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Approach:
> Write an introduction about the monetary measures
and poverty assessment.

> Mention the advantages of the multidimensional
approach in assessment of poverty.

> Write a conclusion.

Introduction

Poverty is a complex phenomenon that affects
different aspects of people’s lives. Measuring poverty
based on income or consumption alone may not capture
the full extent and intensity of people’s deprivations.

Body

Monetary measures like income or consumption are
widely used to assess poverty, but they have several
limitations:
> Narrow Focus: They only capture one aspect of poverty

- financial resources. But poverty is multidimensional,

encompassing a lack of access to healthcare, education,

sanitation, social support, and other essentials.

> Arbitrary Lines: Poverty lines are set based on
assumptions and comparisons within a specific context.
This can overlook significant deprivation experienced
by groups outside the line or fail to capture differences
in the cost of living across regions.

> Household Unit Bias: They assess poverty at the
household level, assuming equal resource distribution
within. This ignores individual disparities, especially
the vulnerability of women, children, and elderly
within households.

> Static Picture: Monetary measures provide a snapshot
in time, often failing to capture the dynamic nature
of poverty and its cyclical impact on individuals and
communities.

> Difficulty Accounting for Subsistence Economies:
Monetary measures struggle to capture poverty
in traditional economies where bartering and self-
sufficiency play a significant role.

> Neglects Social Exclusion: The focus on income
overlooks the social dimension of poverty, including
discrimination, lack of voice, and limited access to
opportunities.

Advantages of a Multidimensional Approach:

In contrast, a multidimensional approach offers a
more holistic understanding of poverty:

drishti



19 MAINS MARATHON 2024 (ECONOMICS)

> Broader Scope: It considers multiple dimensions like
health, education, sanitation, and living standards,
providing a more nuanced picture of deprivation.

» Capturing Vulnerability: It identifies individuals and
groups at risk of falling into poverty based on various
deprivations, allowing for targeted interventions.

> Recognizing Diversity: It acknowledges the
heterogeneity of poverty across regions, contexts,
and social groups, leading to more equitable policy
solutions.

> Dynamic Understanding: It tracks changes in various
dimensions over time, capturing the complex and
evolving nature of poverty.

> Addressing Social Exclusion: It considers social and
political factors contributing to poverty, leading to
solutions beyond just income generation.

Examples of Multidimensional Measures:

> One example of a multidimensional approach to
poverty is the Multidimensional Poverty Index (MPI),
which uses 10 indicators covering three main areas:
health, education, and living standards.

The MPI can be adapted to different contexts and

countries by adding or modifying indicators according

to their relevance and availability.

o Forinstance, India has added two new indicators
to its National MPI: maternal health and bank
accounts.

» The MPI can help policymakers and practitioners to
identify the most deprived regions and groups, allocate
resources more efficiently, and track the changes in
poverty over time

Conclusion:

While monetary measures have their place, relying
solely on them can paint anincomplete picture of poverty.
A multidimensional approach, by considering various
aspects of deprivation and vulnerability, provides a more
comprehensive understanding of poverty and guides the
development of effective interventions to address its true
complexity.

19. Define public debt and outline the primary
concerns associated with public debt management
in India. Propose measures to address these
concerns. (250 words)
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Approach:
> Write a brief introduction about public debt and
public debt management.

» Mention the issues and concerns associated with
public debt management in India.

> Write a conclusion.

Introduction

Public debt is the total amount of money that a
government owes to its creditors, such as individuals,
banks, corporations, or other governments. Public debt
can have both positive and negative effects on the
economy, depending on how it is used and managed.
Public debt management (PDM) is the process of designing
and implementing a strategy for managing the
government’s debt in order to raise the required amount
of funding, achieve its risk and cost objectives, and meet
any other debt management goals.

Body

Some of the primary concerns associated with PDM
in India are:

> High Debt-to-GDP Ratio:

o India’s public debt-to-GDP ratio was 57.1% at the
end of March 2023. A high debt-to-GDP ratio limits
the fiscal space for the government to respond to
shocks and pursue developmental goals and also
increases the risk of debt distress and default.

> Rising Interest Payments:

o Rising interest payments reduce the resources
available for other priority sectors, such as health,
education, and infrastructure, and also increase
the dependence on borrowing to finance the
fiscal deficit.

e InIndia, interest payments account for 20% of
the Centre’s total expenditure.

> Debt Sustainability Challenges:

o Debt sustainability refers to the ability of a country
to service its debt obligations without compromising
its growth prospects and fiscal stability.

o India faces debt sustainability challenges due to
the high interest rate-growth differential, which is
the difference between the nominal interest rate
on public debt and the nominal GDP growth rate.
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> Lack of a Public Debt Management Agency
o At present, the Public Debt Management Cell

(PDMC) is an interim arrangement that serves as
an interim arrangement tasked with overseeing
the public debt portfolios of both the central and
state governments, along with other public entities.

e Despite recommendations from committees
such as the Percy Mistry Committee and the
Jahangi Aziz Committee on Fiscal Responsibility
and Budget Management (FRBM) in 2017, India
is yet to establish a PDMA.

Some of the possible measures to address the
concerns of public debt management in India are:

> Fiscal Consolidation:
o Fiscal consolidation involves decreasing the fiscal

deficit and the debt-to-GDP ratio over the medium
to long term.

The Fiscal Responsibility & Budget Management
(FRBM) Act of 2003 was implemented to ensure
responsible fiscal management in India.

e The escape clause under the act should be used
judiciously and exceptionally.

The government targets reducing the fiscal deficit

to below 4.5% of GDP by 2025-26. The projected

fiscal deficit for the fiscal year 2023-24 stands at

5.9% of GDP.

e While these are very ambitious targets, it is
imperative that they should be kept in mind
while making expenditures.

> Revenue Mobilization:
o Revenue mobilization refers to the process of

enhancing the revenue collection capacity of the
government, by widening the tax base, rationalizing
the tax structure, improving tax compliance and
administration, and leveraging digital platforms
and data analytics.

> Expenditure Efficiency
o Expenditure efficiency refers to the process

of prioritizing the quality and effectiveness of
public expenditure, by focusing on capital and
developmental spending, reducing wasteful and
unproductive subsidies, and improving the delivery
and monitoring of public services and schemes.

> Asset Monetisation and Privatisation
o Asset monetisation and privatization refer to the

process of identifying and divesting the non-strategic
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and loss-making public sector undertakings (PSUs), :
unlocking the value of the surplus and underutilized
land and other assets owned by the government and
the PSUs, and creating a pipeline of infrastructure
assets through National monetization pipeline for
long-term leasing to private investors.

e Real Estate Investment Trusts (REITs) and
Infrastructure Investment Trusts can be used
to monetize assets as they are used in sectors
like roads and power.

e REITs and Invits are listed on stock exchanges,
providing liquidity to investors through the
secondary market and thus attracting investors.

> Public Debt Management Agency

o A public debt management agency (PDMA) is an
independent and specialized institution that is
responsible for managing the public debt portfolio
of the central and state governments, as well as
other public entities.

O A PDMA can help in reducing the cost and risk of
public borrowing, diversifying the investor base,
developing the domestic debt market, and ensuring
better coordination and communication among
various stakeholders.

Conclusion

Public debt management is a crucial aspect of fiscal
policy that affects the economic growth and stability of
India. To address the challenges of high debt, rising
interest payments, debt sustainability, and lack of a PDMA,
the government should adopt a comprehensive and
holistic approach.

20. Critically evaluate the need and feasibility of
legalizing Minimum Support Price (MSP) in India.
(250 words)

Approach:

> Start the answer with a discussion that sets a context
for the question.

> Discuss the need for legalizing Minimum Support
Price.

> Discuss the Key Challenges in legalizing Minimum
Support Price.

> Conclude suitably.

Introduction:

Minimum Support Price (MSP) in India is a price floor
set by the government to ensure that farmers receive a
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minimum price for their agricultural produce. The
government announces MSPs for 22 mandated crops and
Fair and Remunerative Prices (FRP) for sugarcane.

Body :

Some points arguing the need for legalizing Minimum
:  Support Price :
S Ensuring Financial Viability of Agriculture: Legalising
MSP guarantees that farmers receive a minimum
price for their produce, protecting them from market
fluctuations and ensuring fair returns on their
investments and labor. MSP is the minimum price
of agricultural produce that is necessary to keep
agriculture financially viable.

> Reducing Debt Burden on Farmers: The debt burden
on farmers is rising due to minimal increase in MSPs
and because they do not receive the declared MSP. If
the farmer has to sell his produce at a price lower than
the promised MSP, the latter becomes meaningless
for the farmers. Therefore, a legal guarantee of MSP
is necessary.

o The total outstanding loan on farmers increased
from Rs 9.64 lakh crore on March 31, 2014, to Rs
23.44 lakh crore in 2021-22.
> Supporting Farmers’ Livelihoods: Legalising MSP
helps support the livelihoods of millions of farmers,
particularly small and marginalized farmers who are
vulnerable to market uncertainties.

o The livelihood of about 50% of the country’s
population depends on agriculture and agriculture-
related activities.

> Risk Mitigation: Natural disasters and market forces
are hurting farmers. Climate change is increasing the
complexity of farming. The farmer cannot be left at
the mercy of weather and market forces.

o Legalising MSP provides a safety net, reducing the
risk of income loss for farmers during unfavorable
market conditions.

Y

Addressing Disparities: The Shanta Kumar Committee
concluded in 2015 that only 6% of farmers benefited
from the support price scheme. Legalizing MSP can
help mitigate these issues by providing a guaranteed
uniform price directly to farmers.

o0 In2019-20 alone, three states — Punjab, Haryana,
and Madhya Pradesh — accounted for 85% of the
wheat procurement.
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The Key Challenges in Legalising MSP:

>

Financial Burden: Procuring crops at MSP requires
substantial financial resources, and sustaining such
procurement operations may strain government
finances.

o Legal MSP cannot work if not supported by demand
and supply side factors.

Disincentive for Investment: MSP legalization may

discourage private investment in agriculture, particularly

in crops covered under MSP.

o Private players may hesitate to invest in sectors
where government intervention in pricing is
prevalent, limiting innovation and modernization
efforts.

Exacerbate Water Scarcity: MSP-supported crops like
paddy and sugarcane are water-intensive, leading to
overexploitation of water resources in regions where
they are cultivated extensively.

Neglect of Non-MSP Crops: Legalising MSP may
result in the neglect of non-MSP crops, leading to
decreased cultivation of nutritious food crops, pulses,
and oilseeds.

o This can have negative implications for food
security, dietary diversity, and nutritional outcomes,
particularly among vulnerable populations.

Trade Disputes: Legalizing MSP may lead to trade

disputes with importing countries, especially if the

government provides subsidies or other forms of
support to maintain MSP prices.

Several measures can be considered as a way
forward:

>

Balanced Agricultural Pricing Policy: The government
must come up with a suitable transition to agricultural
pricing policy to ensure remunerative prices for
agricultural produce through mechanisms like MSP
and direct income support schemes.

o Enforce Swaminathan Committee Recommendation:
The commission recommended that the MSP
should at least be 50% more than the weighted
average cost of Production (CoP), which it refers
to as the C2 cost.

o Expansion of MSP Criteria: The average expenditure
incurred by the farmer on education and health
services for his family must also be factored in
when MSP is determined.
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o Price Deficiency Payments (PDP): It entails the
government not physically purchasing or stocking
any crop, and simply paying farmers the difference
between the market price and MSP, if the former
is lower. Such payment would be on the quantity
of crop they sell to the private trade.

> Enhancing Farmers’ Income: The government should
bring agriculture activities within Mahatma Gandhi
National Rural Employment Guarantee Scheme
(MGNREGS) and also increase the daily wages.

o Encourage crop diversification and promote
high-value and climate-resilient crops to increase
farmers’ income opportunities.

> Investing in Agricultural Infrastructure: Increase
public investment in rural infrastructure such as
irrigation facilities, roads, electrification, and storage
capacities to enhance agricultural productivity and
market access.

o Promote technology adoption and innovation in
agriculture through research and development,
extension services, and access to modern farming
inputs and practices.

o Public investment in agriculture and irrigation
must increase at 14% per annum as proposed
by the Ashok Dalwai Committee. In addition, the
capital use efficiency of the existing major-medium
irrigation projects must improve.

> Empowering Farmers: Strengthen farmers’
organizations, cooperatives, and producer groups
to enable collective bargaining, access to markets,
and participation in decision-making processes.

o Expand social safety nets and insurance schemes
to provide income and livelihood support to
vulnerable farming households during periods of
distress, such as crop failures, natural disasters,
or market shocks.

Conclusion:

Prioritizing the needs of farmers in India is essential
for ensuring food security, stimulating economic growth,
and fostering social equity in India. By investing in
agriculture and ensuring farmers’ welfare, India can build
a more resilient and prosperous future for all its citizens.

21. Examine the concept of deep industrialization in
India, underscoring its importance and potential
obstacles in fostering economic and societal
progress. (250 words)
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Approach:
> Give a briefintroduction to the deep industrialization
in India.

> Examine its importance and potential obstacles in
fostering economic and societal progress.

> Conclude suitably.

Introduction:

While industrialization typically refers to the process
of developing industries in a region or country, deep
industrialization goes further by emphasizing sustainable
and inclusive growth.

It involves integrating industries with advanced
technologies, fostering innovation, and ensuring
environmental and social responsibility.

Body:

Need for Deep Industrialisation in India:

> Ineffective Manufacturing Competitiveness: To
improve competitiveness in manufacturing, high-
tech infrastructure and skilled manpower are crucial.
However, India faces challenges such as limited telecom
facilities outside major cities and loss-making State
Electricity Boards.

o Industrial policies in India have failed to push the
manufacturing sector whose contribution to Gross
Domestic Product (GDP) is stagnated at about
16% since 1991.

> Lack of Adequate Transportation Facilities: India’s
transportation infrastructure is strained, with
overburdened rail networks and various issues plaguing
road transport. These challenges hinder the efficient
movement of goods and impact manufacturing
competitiveness.

> MSME Sector Constraints: The MSME sector faces
difficulties in accessing credit compared to medium
and large-scale industries. This bias needs correction
to support the growth of the MSME sector, which is
vital for India’s economic development.

> High Dependency on Imports: India still relies on
foreign imports for various critical sectors, including
transport equipment, machinery, iron and steel,
chemicals, and fertilizers. This dependency highlights
the need for import substitution strategies.
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>

o InlIndia, the total industrial production of consumer
goods contributes 38%.

Lack of Effective Industrial Policy Reforms: Historically,
industrial locations were often chosen for political
reasons rather than cost-effectiveness. Additionally,
the focus on public sector industries during early
five-year plans led to inefficiencies and losses due to
red-tape and labor-management issues, necessitating
significant government expenditure to sustain them.
Selective Inflow of Investments: In the current
phase of investment following liberalisation, while
substantial investments have been flowing into a
few industries, there is concern over the slow pace
of investments in many basic and strategic industries
such as engineering, power, machine tools, etc.

Skewed Consumption-Led Growth: Focusing attention
oninternal liberalisation without adequate emphasis
on trade policy reforms resulted in ‘consumption-led
growth’ rather than ‘investment’ or ‘export-led growth’.

Potential Challenges in India’s Industrialization:

>

India’s Post-Pandemic Distorted Economic Landscape:
India has maintained its growth momentum, recovering
relatively quickly from the pandemic. However, it is
experiencing “premature deindustrialization,” where
high growth benefits a small minority, exacerbating
existing inequalities.
o While high-end cars sell out, common people
struggle with high food prices, highlighting structural
flaws in India’s growth model.

Drawbacks of Services-Led Growth: While services-
driven growth has been a focus since the late 1980s, it
has not absorbed labor from agriculture as effectively
as manufacturing would have.

o Additionally, the service sector requires a highly
skilled workforce, leading to deep inequalities.
Investments in higher education have contributed
to the neglect of basic and elementary education,
further exacerbating inequalities.

Education Disparities and Industrial Stagnation:
India’s education system reflects deep inequalities,
with investments in human capital favoring the elite.
This has led to a lack of entrepreneurial ventures on
a large scale, unlike in China.

o The differential quality of schooling and higher
education contributes to unequal labor market
outcomes, particularly affecting first-generation
graduates from rural areas and small towns.
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> Cultural Factors in Industrialization: A key cultural
prerequisite for industrialization is mass education,
which India lacks. Joel Mokyr suggests that the rise of
useful knowledge is crucial for technological progress
and growth.

o India’s cultural devaluation of certain occupations
essential for manufacturing, as well as the
undervaluation of vocational skills, hampers organic
innovation and industrial progress.

> Challenges in Job Creation: India’s labor market is
characterized by low-paying and informal jobs. Most
MSMEs are in the unorganized sector, lacking flexibility
for job creation. China’s experience underscores the
importance of scale in manufacturing for job creation.

o Over 99% of India’s 63 million MSMEs are in the
unorganised sector with very little flexibility for
productive job creation. Their hand-to-mouth
existence is not a recipe for jobs or scale. China’s
example suggests the influence of scale in
manufacturing for more and more jobs.

e Assessing Make-In-India’s (MIl’s) impact on job
creation is challenging due to a lack of frequent
and comprehensive data. While the Production
Linked Incentives Scheme (PLI) benefits high-
end manufacturing, traditional manufacturing
sectors remain vital for job creation among
the masses.

> Concerns of Protectionism and Past Experiences:
Past experiences of protectionism in the 1970s and
1980s led to shortages and rent-seeking behavior,
benefiting producers more than consumers. There
are fears that protectionist measures under MIl may
lead to similar outcomes.

o The National Manufacturing Policy (NMP) of 2011
highlighted constraints in infrastructure, regulation,
and manpower in the manufacturing sector. Mll
aims to raise manufacturing’s GDP contribution
to 25% and create 100 million jobs, building on
NMP’s objectives, but the situation remains bleak.

A Few Suggestions for Promoting Deep
Industrialization in India:

> Multi-Faceted Approach to Deep Industrialization:
India requires deep industrialization, not just a
focus on the service sector, to transform its society
fundamentally. This would involve a reevaluation of
labor, production, and technology, along with a shift
in societal attitudes toward vocational skills and
artisanal knowledge.
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o Deepindustrialization would not only drive economic
growth but also address societal divides rooted in
caste and class.

> The Role of New Industrial Policy (NIP ‘23): The draft
NIP ‘23 (currently on hold) seeks to attract investments,
enhance efficiency, and make Indian manufacturers
globally competitive, especially in sectors like toys,
garments, and footwear.

o This should be incorporated and implemented
by following locally based aspirations and
manufacturing expertise of respective state
governments.

> Industrial Policy for Inclusive Job Creation: In a labor-
abundant country like India, industrial policy should
prioritize job creation for the masses, particularly
women. Labor-intensive manufacturing is crucial for
creating productive jobs and achieving scale.

> Importance of Data in Policy Making: Economic
policy making requires both data interpretationand a
moral compass. Without high-frequency data on PLI’s
impact, policymakers must rely on broader principles
to shape industrial policy effectively.

> Integrating Industrial Revolution 4.0 in Economic
Growth: It is characterised by the use of technology
to blur the boundaries between the digital, physical,
and biological worlds, and is driven by data.

o Keytechnologies include cloud computing, big data,
autonomous robots, cybersecurity, simulation,
additive manufacturing, and the internet of things
(loT).

> Rethinking Economic Growth Strategies: Some
economists suggest shifting focus from manufacturing-
led growth to high-skill, services-driven growth.

o Also, this approach should synchronize with current
industrial policies in order to effectively harness
its effectiveness.

Conclusion:

Deep industrialization in India holds the potential to
drive sustainable economic growth, create employment
opportunities, foster technological innovation, and
improve living standards for its citizens. However, it
requires careful planning, policy support, and investment
in infrastructure and human capital to realize its full
benefits while addressing challenges such as environmental
sustainability and inclusive growth.
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22. Discuss the role of the Reserve Bank of India in
implementing banking sector reforms in India,
highlighting its impact on commercial banks and
the economy. (250 Words)

Approach:

> Startthe answer with a discussion that sets a context
for the question.

> Discuss the role of the Reserve Bank of India in
implementing banking sector reforms.

> Also, highlight RBI’s impact on commercial banks
and the economy.

> Conclude suitably.

Introduction:

The Reserve Bank of India (RBI) plays a pivotal role in
implementing banking sector reforms in India. Established
in 1935, the RBI is the country’s central bank and is
responsible for regulating and supervising the banking
sector to ensure financial stability and economic growth.

Body:

Role of the Reserve Bank of India:

> Bank Licensing: The RBI issues licenses to banks,
regulating the entry of new banks and ensuring they
comply with regulations such as Scheduled Commercial
Banks( SCBs) and Small Finance Banks.

> Prudential Norms: The RBI sets prudential norms for
banks, including capital adequacy, asset classification,
and provisioning requirements to maintain financial
health.

o Introduction of stricter capital adequacy norms
(Basel Accords) to ensure banks have sufficient
capital reserves.

o Implementation of Prompt Corrective Action (PCA)
framework for early identification and resolution
of stressed banks.

> Monitoring: The RBI monitors banks through regular
inspections, audits, and reporting mechanisms to
ensure compliance with regulations and prevent
financial malpractice.

> Facilitating Digital Transformation: In recent years,
RBI has focused on fostering digital innovation in
the banking sector to enhance efficiency and
accessibility.
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o Initiatives like Unified Payments Interface (UPI),
Bharat Bill Payment System (BBPS), and Payment
and Settlement Systems Act have revolutionized
the payment ecosystem, promoting cashless
transactions and financial inclusion.

Impact on Commercial Banks:

> Enhanced Efficiency: Banking sector reforms by the RBI
have led to increased efficiency in commercial banks
through technology adoption, process improvements,
and better risk management practices.

> Financial Inclusion: The RBI has promoted financial
inclusion by encouraging banks to extend their services
to underserved areas and populations, thereby
expanding the reach of banking services.

o Financial Inclusion Initiatives: The RBI’s initiatives
like the Pradhan Mantri Jan Dhan Yojana have
significantly increased the number of bank
accounts and access to financial services in rural
and urban areas.

> Improved Governance: The RBI has mandated
corporate governance reforms in commercial banks,
ensuring transparency and accountability in their
operations.

o Merger of Banks: The RBI facilitated the merger
of several public sector banks to improve their
efficiency, governance, and financial health.

o For example, the RBI facilitated the merger of
Oriental Bank of Commerce and United Bank of
India with Punjab National Bank in 2020 to create
a stronger and more competitive bank with a
wider reach.

> Stress Testing: The RBI conducts stress tests on banks
to assess their resilience to economic shocks, helping
banks strengthen their risk management practices.

Impact on the Economy:

> Financial Stability: The RBI’s regulatory and supervisory
role has contributed to maintaining financial stability
in the economy by ensuring the soundness of the
banking sector.

> Monetary Policy Transmission: The RBI uses banking
sector reforms to enhance the transmission of
monetary policy decisions, influencing lending rates
and liquidity in the economy.

> Credit Availability: Reforms have led to increased
credit availability, benefiting businesses and individuals,
thereby stimulating economic growth.
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o Bank Recapitalization: The RBI initiated bank
recapitalization programs to strengthen the capital
base of banks, ensuring their solvency and resilience.

> Reduced Non-Performing Assets (NPAs): The RBI’s
reforms have helped in reducing NPAs in the banking
sector, improving the overall health of banks and the
economy.

o The GNPA ratio of SCBs fell to a decadal low of
3.9% at end-March 2023 and further to 3.2% at
end-September 2023.

Conclusion:

The Reserve Bank of India plays a crucial role in
implementing banking sector reforms in India, which have
had a profound impact on commercial banks and the
economy. Through its regulatory and supervisory
measures, the RBI has enhanced the efficiency, stability,
and inclusivity of the banking sector, contributing to
overall economic growth and development.

23. Evaluate the effectiveness of the Insolvency and
Bankruptcy Code (IBC) in addressing non-
performing assets (NPAs) and its implications for
asset reconstruction companies (ARCs) in India.
(250 Words)

Approach:

> Startthe answer by introducing the Insolvency and
Bankruptcy Code (IBC).

> Discuss the effectiveness of the Insolvency and
Bankruptcy Code (IBC) in addressing non-performing
assets (NPAs).

> Highlight the implications of IBC for asset
reconstruction companies (ARCs) in India.

> Conclude as per the requirement of keywords.

Introduction:

The Insolvency and Bankruptcy Code (IBC) was
introduced in 2016 to address the issue of non-performing
assets (NPAs) in India. It aimed to expedite the resolution
process for insolvent companies and improve the
recovery of bad loans. Asset Reconstruction Companies
(ARCs) play a crucial role in the resolution of NPAs by
acquiring these assets from banks and attempting to
recover dues.
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Effectiveness of IBC in Addressing NPAs

> Resolution of Stressed Assets: The IBC has expedited
the resolution process for stressed assets by providing
a time-bound framework. Till September, 2022, the
creditors have realised Rs 2.43 lakh crore under the
resolution plans.

> Increased Recovery Rates: The recovery rates under
the IBC have been higher compared to other resolution
mechanisms. The recovery rate for cases resolved
under the IBC was around 42%, which is significantly
higher than the earlier recovery rates.

o However, Recovery rates under the IBC have
fallen from 43% to 32% between March 2019 and
September 2023.

> Improved Credit Culture: The IBC has also contributed
to improving the credit culture in the country by
instilling discipline among borrowers and lenders.
The fear of losing control of their companies has
made defaulting borrowers more willing to settle
their dues.

> Reduction in NPAs: The IBC has contributed to reducing
NPAs in the banking system. Gross NPAs have reduced
from Rs. 8.96 lakh crore in March 2018 to Rs. 5.77
lakh crore in December 2020.

> Resolution of Large Corporate Defaults: The IBC has
been effective in resolving large corporate defaults
such as Bhushan Steel, Essar Steel, and Jaypee
Infratech, among others. These resolutions have
helped in recovering significant amounts for banks
and financial institutions.

Implications for Asset Reconstruction Companies
(ARCs)

> Increase in Business Opportunities: The IBC has led
to an increase in business opportunities for ARCs as
banks are more willing to sell their NPAs to these
companies for resolution. This has helped ARCs in
acquiring alarger number of assets for reconstruction.

> Challenges in Resolution: ARCs face challenges in
resolving assets acquired under the IBC due to various
reasons such as litigation, lack of buyers, and delays
in the resolution process. This affects their ability to
recover dues and generate profits.

> Capital Requirement: The IBC requires ARCs to have a
minimum net owned fund of X300 crore, which can be
a challenge for smaller ARCs. This requirement limits
the entry of new players in the ARC sector.
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> Need for Innovation: ARCs need to innovate and adopt
new strategies for asset resolution to improve their
recovery rates and profitability. This includes exploring
options such as asset securitization, co-lending, and
partnering with other financial institutions.

> Regulatory Environment: The regulatory environment
for ARCs is evolving, and there is a need for clarity on
certain aspects such as treatment of tax benefits and
regulatory capital requirements. This uncertainty can
impact the growth and operations of ARCs.

Conclusion

The Insolvency and Bankruptcy Code (IBC) has been
effective in addressing NPAs in India by expediting the
resolution process and improving recovery rates. However,
there are challenges and implications for ARCs, which
need to be addressed to further enhance the effectiveness
of the IBCin resolving NPAs and strengthening the banking
sector.

24. Discuss the significance of Gross National Product
(GNP) over Gross Domestic Product (GDP) in
assessing a nation’s economic well-being and its
implications for policy formulation. (250 Words)

Approach:

> Beginthe answer by introducing the GNP and GDP.

> Discuss the significance of GNP over GDP in assessing
a nation’s economic well-being.

> Highlight its implications for policy formulation.

> Conclude as per the requirement of keywords.

Introduction:

Gross Domestic Product (GDP) measures the total
value of all goods and services produced within a country’s
borders during a specific period, regardless of the
nationality of those producing the goods and services
whereas Gross National Product (GNP) measures the total
value of all goods and services produced by a country’s
residents, whether they are located domestically or
abroad, within a specific time frame.

Body:

Significance of GNP over GDP:

> Incorporation of Remittances:

o GNP accounts for remittances sent by citizens
working abroad. For countries with significant
emigrant populations, remittances can be a
substantial portion of the national income.
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o For instance, in countries like India and the
Philippines, remittances play a significant role in
boosting household income and thus contribute
to the overall economic well-being.

> Foreign Investment Earnings:

o GNP includes earnings from investments made
by residents in foreign countries. These earnings
represent an important component of a nation’s
income.

o For example, countries with large multinational
corporations often benefit from significant foreign
investment earnings, which contribute to their GNP.

> National Income Perspective:

o GNP provides a more accurate reflection of a
nation’s overall income since it considers the
income earned by its citizens both domestically
and abroad.

o This perspective is vital for policymakers to
understand the true economic well-being of the
country’s residents.

» Comparative Analysis:

O GNP allows for better international comparisons
of economic performance since it includes the
earnings of citizens regardless of their location.

O This is particularly important for countries with
large diaspora populations, as GDP alone may not
fully capture their economic contributions.

Implications for Policy Formulation:

» Remittance Utilization:

o Governments can formulate policies to facilitate
the effective utilization of remittances for
development purposes, such as investments
in infrastructure, healthcare, education, and
entrepreneurship.

o Countries like Bangladesh and Nepal have
implemented programs to channel remittances
into productive sectors to foster economic growth.

> Encouraging Outward Investments:

o Policies aimed at encouraging outward investments
by residents can contribute to increased foreign
exchange earnings and bolster the nation’s GNP.

o Governments can provide incentives such as tax
breaks or subsidies to encourage domestic firms
to invest abroad, thereby expanding the country’s
economic footprint.
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> Balancing Trade Deficits:

o A focus on GNP highlights the importance of
earning income from abroad to offset trade deficits.
Policymakers may prioritize strategies to promote
exports, attract foreign direct investment (FDI).

o ltalso enhances competitiveness in global markets
to ensure a positive balance of payments and
sustainably improve GNP.

> Diversification of Income Sources:

O Recognizing the significance of GNP underscores
the importance of diversifying income sources
beyond domestic production.

o Governments can adopt policies to promote
sectors such as tourism, outsourcing services, and
international trade to enhance foreign income
earnings and reduce reliance on any single source
of revenue.

Conclusion:

While both GDP and GNP are essential indicators of
economic performance, the inclusion of income earned
abroad in GNP offers a more comprehensive understanding
of a nation’s economic well-being. Policy formulation
guided by GNP considerations can lead to strategies that
leverage remittances, foreign investments, and
international trade to enhance overall prosperity and
sustainable development.

25. Analyze the relationship between poverty,
unemployment, and inclusive growth, highlighting
policy measures to address these challenges. (250
Words)

Approach:
> Start the answer by introducing the Poverty,
Unemployment and Inclusive Growth.

> lllustrate the relationship between poverty,
unemployment, and inclusive growth.

> Mention policy measures to address these challenges.
> Conclude suitably.

Introduction

Poverty is a multidimensional phenomenon,
encompassing not just lack of income but also deprivation
in terms of education, healthcare, and basic amenities
whereas unemployment refers to the situation where
individuals who are willing to work are unable to find
suitable employment opportunities.
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Interrelation between Poverty, Unemployment,
and Inclusive Growth:

> Poverty and Unemployment Nexus:

o High levels of unemployment contribute to poverty
by limiting individuals’ access to income-generating
opportunities.

o Conversely, poverty can perpetuate unemployment
by restricting access to education and skill
development, exacerbating the cycle of poverty.
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» Inclusive Growth as a Solution:

o Inclusive growth serves as a powerful tool for
poverty reduction and unemployment alleviation.

o By creating employment opportunities, particularly
in sectors with high labor intensity such as
agriculture, manufacturing, and services, inclusive
growth enables individuals to escape poverty traps.

> Social Exclusion and Unemployment:

o Social exclusion, resulting from factors such as caste,
gender, and ethnicity, exacerbates unemployment
among marginalized groups.

o Inclusive growth policies should address these
structural barriers by promoting affirmative action,
ensuring equal access to education, and eliminating
discriminatory practices in the labor market.
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Policies Addressing Poverty, Unemployment, and
Promoting Inclusive Growth:

Social Welfare Programs:

> Mahatma Gandhi National Rural Employment
Guarantee Act (MGNREGA): Provides 100 days of
guaranteed wage employment in rural areas, reducing
poverty and unemployment.

> National Social Assistance Programme (NSAP):
Provides financial assistance to the elderly, widows,
and disabled, reducing poverty.

> Deendayal Antyodaya Yojana - National Rural
Livelihood Mission (DAY-NRLM): Aims to reduce
poverty by promoting diversified and gainful self-
employment and wage employment opportunities.

> The Prime Minister’s Employment Generation
Programme (PMEGP): It has facilitated the establish-
ment of micro-enterprises, creating sustainable
livelihoods and reducing poverty in various regions.

Skill Development Initiatives:

> Skill India Mission: Aims to train over 40 crore people
in different skills by 2022, enhancing employability
and reducing unemployment.

> Pradhan Mantri Kaushal Vikas Yojana (PMKVY):
Provides skill training to youth across the country,
leading to better employment opportunities.

o Kerala’s Kudumbashree initiative has empowered
women through skill development and micro-
enterprises, significantly reducing poverty and
unemployment rates in the state.
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Promoting Inclusive Growth:

> Financial Inclusion: Initiatives like Jan Dhan Yojana
aim to provide financial services to the poor, enabling
them to save, invest, and access credit.

> Infrastructure Development: Improving infrastructure
inrural and underdeveloped areas can create jobs and
spur economic growth, benefiting the poor.

Labour Reforms:

> Labour Code on Wages, 2019: Ensures minimum
wages and timely payment of wages, improving
the living standards of workers and reducing
poverty.

> Industrial Relations Code, 2020: Aims to simplify
labour laws and promote ease of doing business,
potentially leading to increased job creation.

Conclusion:

Poverty, unemployment, and inclusive growth are
interlinked challenges that require a comprehensive
approach for effective mitigation. Policy measures
targeting skill development, social welfare, financial
inclusion, and infrastructure development are crucial for
addressing these challenges and promoting inclusive
growth.

26. Analyze the challenges faced by India in WTO
negotiations and its strategies to protect its
interests in multilateral trade. (250 words)

Approach:

> Begin the answer by introducing the World Trade
Organisation (WTO).

> Discuss the challenges faced by India in WTO
negotiations.

> Highlight India’s strategies to protect its interests
in multilateral trade.

> Conclude as per the requirement of keywords.

Introduction:

The World Trade Organization (WTO)
international organization that deals with the global rules
of trade between nations. It was established on January
1, 1995, and is headquartered in Geneva, Switzerland.
The WTOQ'’s primary goal is to ensure that trade flows as
smoothly, predictably, and freely as possible.

is an
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Challenges Faced by India:

>

Agricultural Subsidies:

o India faces challenges in negotiating agricultural
subsidies due to its large agrarian population.

o The country provides significant subsidies to its
farmers, which often conflict with WTO rules, parti-
cularly under the Agreement on Agriculture (AoA).

Intellectual Property Rights (IPR):

o The TRIPS Agreement poses challenges for India,
especially in the pharmaceutical sector.

o Indiahasarobustgeneric pharmaceuticalindustrythat
producesaffordable medicines, crucialfor publichealth.
However, stringent patent regulations can impede
India’s ability to produce generic drugs, affecting
access to affordable healthcare.

Services Sector:

o India faces challenges in promoting its services
sector, particularly in areas like IT, finance, and
education.

o The General Agreement on Trade in Services (GATS)
negotiations require a delicate balance to ensure
market access for Indian service providers while
safeguarding regulatory autonomy.

Asymmetry in Negotiating Power:

o India often finds itself at a disadvantage due to
the significant power asymmetry among WTO
members, particularly developed countries like
the US and EU.

o This power imbalance makes it challenging for
India to push its agenda effectively.

Non-Tariff Barriers:

o Developed countries frequently employ non-tariff
barriers such as sanitary and phytosanitary (SPS)
measures and technical barriers to trade (TBT),
which hinder Indian exports.

o Compliance with these standards often requires
substantial investments, putting Indian exporters
at a disadvantage.

Dispute Settlement:

o India has faced challenges in the WTO’s dispute
settlement mechanism, particularly in cases where
its domestic policies are challenged.

o Ensuring a fair and transparent dispute resolution
process is crucial for India.
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Strategies to protect India’s interests:
> Coalition Building:

o India has adopted a strategy of coalition building
with like-minded developing countries, particularly
through groups like the G-33 (for agriculture) and
the G-20 (for trade negotiations).

o India adopts a strategy of coalition building with
like-minded developing countries, such as Brazil,
South Africa, and China, to enhance its negotiating
power within the WTO.

> Policy Advocacy:

o India advocates for reforms within the WTO to
address the concerns of developing countries.

o ltemphasizes the need for special and differential
treatment (S&D) provisions to accommodate the
developmental needs of countries like India.

o India has actively participated in the Doha
Development Agenda (DDA) negotiations,
advocating for a development-oriented outcome
that addresses the concerns of developing countries.

> Bilateral and Regional Agreements:

o India has pursued bilateral and regional trade
agreements to diversify its trade and reduce
dependence on traditional markets.

o Signing bilateral FTAs helped India access new
markets.

> Focus on Domestic Reforms:

o India hasfocused on domestic reforms to enhance
its competitiveness and reduce reliance on subsidies.

o Initiatives like the Goods and Services Tax (GST) aim
to streamline taxation and improve the business
environment.

> Focus on Services and Non-Agricultural Market
Access (NAMA):

o Recognizing the limitations in agricultural
negotiations, India has shifted its focus to negotiating
favorable terms in services and NAMA sectors.

o This diversification allows India to leverage
its strengths in sectors such as IT services and
pharmaceuticals.

»> Utilization of Dispute Settlement Mechanisms:

o India utilizes the WTO’s dispute settlement
mechanism to challenge unfair trade practices
and discriminatory measures imposed by other
member states.
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O Byresorting to legal avenues, India seeks to uphold
the principles of fair trade and protect its domestic
industries.

o India has engaged in several trade disputes with the
US at the WTO, particularly concerningissues such as
agricultural subsidies, H-1B visa regulations affecting
Indian IT professionals, and solar panel tariffs.

Conclusion:

India’s engagement in WTO negotiations is crucial for
protecting its interests in multilateral trade. By addressing
the challenges through strategic alliances, policy advocacy,
and domestic reforms, India aims to ensure that its trade
policies are conducive to its development objectives while
complying with international trade rules.

27. Explainthe objectives of public debt management.
How does effective debt management contribute
to macroeconomic stability? Discuss. (250 Words)

Approach:

> Begin the answer by introducing Public Debt
Management.

> Discuss the objectives of public debt management
in India.

> Analyze how effective debt management contributes
to macroeconomic stability.

> Conclude as per the requirement of keywords.

Introduction

Public debt management is a critical aspect of
economic policy that involves the issuance, servicing, and
retirement of government debt. The primary objectives
of public debt management include ensuring the
government’s financing needs are met at the lowest cost
over the medium to long term while managing risks
prudently and contributing to macroeconomic stability.

Body:

Objectives of Public Debt Management:

1. Financing Government Expenditure:
> Public debt management aims to provide a stable
and reliable source of financing for government
expenditure, including infrastructure projects, social
welfare programs, and administrative expenses.
2. Managing Fiscal Deficits:
> Another objective is to manage fiscal deficits by
borrowing strategically, ensuring that government
spending does not outstrip revenue generation over
the long term.
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>

>

>

>

The European sovereign debt crisis serves as a
cautionary tale about the consequences of poor debt
management.

o Countries such as Greece, Portugal, and Italy faced
severe fiscal challenges due to unsustainable debt
levels, leading to economic contraction, financial
instability, and the need for external assistance.

3. Minimizing Borrowing Costs:
Efficient debt management seeks to minimize the cost
of borrowing for the government by accessing funds
at favorable interest rates and terms. This includes
diversifying sources of borrowing and optimizing debt
maturity profiles.

4. Maintaining Debt Sustainability:
Public debt management aims to ensure the
sustainability of government debt levels, preventing
excessive accumulation that could lead to debt crises
or fiscal instability.

Japan’s experience highlights the importance of
effective debt management. Despite having a high level
of public debt relative to GDP, Japan has maintained
macroeconomic stability through prudent borrowing
practices, low-interest rates, and a strong domestic
investor base.

Contribution to Macroeconomic Stability:

>

>

>

1. Interest Rate Stability:
Effective debt management contributes to
macroeconomic stability by helping to stabilize
interest rates. By carefully managing the volume,
maturity, and composition of debt, authorities can
influence interest rate dynamics, reducing volatility
in financial markets.

2. Fiscal Discipline:
Strategic debt management fosters fiscal discipline by
encouraging governments to adhere to sustainable
borrowing practices.
This helps prevent excessive debt accumulation,
which can undermine investor confidence, leading
to macroeconomic instability.
The establishment of the Fiscal Responsibility and
Budget Management Act (FRBMA) in 2003 aimed
to contain fiscal deficits and reduce public debt,
contributing to macroeconomic stability and investor
confidence.

3. Exchange Rate Stability:
Prudent debt management contributes to exchange
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rate stability by minimizing the risk of currency
depreciation due to concerns about unsustainable
debt levels.

Stable exchange rates support economic growth and
international trade by providing certainty to investors
and businesses.

US Treasury securities are widely regarded as safe-
haven assets due to the country’s prudent debt
management practices.

o Despite having a significant national debt, the
United States benefits from low borrowing costs
and stable macroeconomic conditions, supported
by effective debt management strategies.

4. Investor Confidence:

>

>

Effective debt management enhances investor
confidence in government bonds and securities,
attracting domestic and foreign investment.

This influx of capital supports economic development
and reduces the likelihood of financial crises, promoting
macroeconomic stability.

5. Budgetary Flexibility:

>

By optimizing debt profiles and repayment schedules,
public debt management enhances budgetary flexibility,
allowing governments to respond to economic shocks
and unforeseen expenditures without resorting to
excessive borrowing.

6. Economic Growth:

>

Sustainable debt management policies create a
conducive environment for economic growth by
maintaining stable macroeconomic conditions.

By avoiding excessive debt burdens, governments
can allocate resources more efficiently, promoting
long-term prosperity and stability.

Conclusion:

Public debt management plays a crucial role in

achieving macroeconomic stability by addressing fiscal
challenges, stabilizing financial markets, and fostering
investor confidence. Through prudent borrowing practices
and strategic debt management, governments can
mitigate risks, promote growth, and ensure long-term
fiscal sustainability.

28.

Discuss the impact of farm subsidies on agricultural
productivity, income distribution, and food
security in India. Suggest reforms for better
effectiveness. (250 Words)
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Approach:

> Beginthe answer by introducing the farm subsidies.

> Discuss the impact of farm subsidies on agricultural
productivity, income distribution, and food security
in India.

> Suggest reforms for better effectiveness of farm
subsidies.

> Conclude as per the requirement of keywords.

Introduction:

A farm subsidy is a financial assistance or incentive
provided by the government to farmers and agricultural
producers to support their farming operations, promote
agricultural productivity, ensure food security, and
stabilize agricultural markets. These subsidies can take
various forms, including direct payments, price support,
subsidized loans, crop insurance, and grants for agricultural
infrastructure development.

Body:
> Impact on Agricultural Productivity:

o Farm subsidies play a significant role in enhancing
: agricultural productivity by providing financial
: support to farmers for inputs such as seeds,
fertilizers, and machinery.

o This enables farmers to adopt modern farming
: techniques, leading to increased yields per hectare.
: For instance, subsidies for drip irrigation systems
have helped farmers in water-stressed regions to
: efficiently utilize water resources.

e Moreover, subsidies on agricultural machinery
: and equipment encourage mechanization,
reducing reliance on manual labor and enhancing
: efficiency in farm operations.

> Impact on Income Distribution:

o While farm subsidies aim to support small
and marginal farmers, their impact on income
distribution is often skewed. Larger farmers tend
to benefit more from subsidies due to their greater
access to resources and infrastructure.

e This exacerbates income inequality within the
agricultural sector, as smaller farmers may not
have the same capacity to avail themselves of
subsidy benefits.

e For instance, according to the Shanta Kumar
Committee report, 6% of farmers in India benefit
from the MSP scheme.
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o Furthermore, the distribution of subsidies across
regions may also contribute to disparities inincome
distribution.

o Wealthier regions with better infrastructure and
market access tend to receive a larger share of
subsidies, widening the income gap between regions.

> Impact on Food Security:

o Farm subsidies play a crucial role in ensuring food
security by stabilizing food prices and incentivizing
agricultural production.

e Subsidies on essential crops such as rice and
wheat encourage farmers to cultivate these
crops, which are staples in the Indian diet.

o This helps in maintaining sufficient food stocks to
meet domestic demand, especially during times
of scarcity or fluctuations in international prices.

o Additionally, subsidies on fertilizers and other inputs
reduce production costs for farmers, enabling them
to keep food prices affordable for consumers.

Reforms for Better Effectiveness:

> Targeted Subsidies:

o Reforms should focus on targeting subsidies more
effectively towards small and marginal farmers
who are most in need of support.

o This can be achieved through Aadhaar-based
identification and direct benefit transfer
mechanisms, ensuring that subsidies reach the
intended beneficiaries without leakages or diversion.

> Diversification of Subsidies:

o Instead of focusing solely on input subsidies, there
should be a shift towards providing support for farm
infrastructure, research, and extension services.

o This would enable farmers to adopt sustainable
practices, diversify their income sources, and
mitigate risks associated with climate change and
market volatility.

e PM-KISAN: The Pradhan Mantri Kisan Samman
Nidhi Yojana provides directincome support to
small and marginal farmers.

> Promotion of Agroecology:

o Reforms should promote agroecological approaches
that emphasize the integration of ecological
principles into agricultural systems.

o This includes promoting organic farming, crop
diversification, and conservation agriculture
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practices, which not only enhance productivity
but also contribute to environmental sustainability
and resilience.

e Soil Health Card Scheme: This scheme provides
subsidies on soil testing to promote balanced
use of fertilizers, improving productivity.

» Market Reforms:

o Improving market infrastructure and facilitating
better price discovery mechanisms can reduce the
dependency of farmers on subsidies.

o Encouraging the establishment of farmer producer
organizations (FPOs) and strengthening agricultural
marketing infrastructure can enable farmers to
access markets directly, reducing intermediaries
and improving price realization.

> Investment in Research and Development:

o Increasing investment in agricultural research and
development (R&D) is essential for developing
high-yielding and climate-resilient crop varieties.

o This would reduce the reliance on subsidies by
enhancing the innate productivity and resilience
of crops to biotic and abiotic stresses.

Conclusion:

While farm subsidies have played a crucial role in
supporting agricultural development and ensuring food
security in India, there is a need for reforms to address
the challenges of income inequality, inefficiency, and
environmental sustainability. By implementing targeted
and diversified subsidy schemes, promoting agroecological
practices, and investing in market reforms and R&D, India
can enhance the effectiveness of farm subsidies while
fostering inclusive and sustainable agricultural growth.

29. Discuss the various investment models prevalent
in India, highlighting their features, advantages,
and challenges. How can these models be made
more inclusive and sustainable? (250 Words)

Approach:
> Begin the answer by introducing the Investment
Models.

> Discuss the various investment models prevalent
in India, highlighting their features, advantages,
and challenges.

> Analyze how these models can be made more
inclusive and sustainable.

> Conclude as per the requirement of keywords.
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Introduction:

Investment is crucial for economic growth and
development. Various investment models are prevalent
in India, each with its own features, advantages, and
challenges. These models play a significant role in shaping
the economy and can be made more inclusive and
sustainable with strategic interventions.

Body:

Types of Investment Models:

> Foreign Direct Investment (FDI):

o Features: Involves a foreign entity establishing
a business or acquiring a substantial stake in an
existing Indian enterprise.

o Advantages: Infusion of capital, technology transfer,
and job creation.

o Challenges: May lead to dependency, loss of
sovereignty, and cultural dilution.

o Example: Walmart’s acquisition of Flipkartin 2018.
> Public-Private Partnership (PPP):

o Features: Collaboration between the government
and private sector for infrastructure development
and service provision.

o Advantages: Risk-sharing, efficient resource
allocation, and timely project completion.

o Challenges: Complexities in contract management,
regulatory hurdles, and profit-sharing disputes.

o Example: Delhi Airport’s modernization under PPP.

> Venture Capital and Private Equity:

o Features: Investment in startups or small businesses
with high growth potential.

o Advantages: Support for innovation, job creation,
and access to expertise.

o Challenges: High-risk nature, lack of immediate
returns, and limited focus on social sectors.

o Example: Sequoia Capital’s investment in Byju’s.

> Infrastructure Investment Trusts (InvITs) and Real

Estate Investment Trusts (REITs):

o Features: Investment vehicles that pool funds
from investors to invest in infrastructure or real
estate projects.

o Advantages: Liquidity, diversification, and income
generation.
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o Challenges: Market dependency, regulatory
constraints, and asset quality risks.

o Example: IRB InvIT Fund’s investment in road
projects.

Making Investment Models More Inclusive and
Sustainable:

> Inclusivity:

o Access to Capital: Simplified procedures and
financial literacy programs for small investors.

o Risk Mitigation: Insurance schemes and government
guarantees for investments in critical sectors.

o Skill Development: Training programs to enhance
employability in industries attracting investments.

»> Sustainability

o Environment Impact Assessment: Stringent norms
to ensure investments do not harm the environment.

o Social Impact Assessment: Evaluating projects’
effects on local communities and ensuring fair
compensation.

o Technology Integration: Encouraging investments
in sustainable technologies and renewable energy
such as Green Hydrogen and Electric Vehicles etc.

Conclusion:

India’s investment models play a pivotal role in
economic development. By addressing their challenges
and promoting inclusivity and sustainability, these models
can become more effective in driving growth and
development.

30. Critically examine the role of public-private
partnerships (PPPs) in bridging the infrastructure
gap in India. Suggest measures to create an enabling
environment for more effective implementation of
PPP models in the country. (250 words)

Approach:

> Begin the answer with the need for infrastructure
financing in India and introduce PPPs.

> Highlight the role of PPPs in bridging the infrastructure
gap in India.

> Mention key challenges in the PPP model.

> Suggest measures for effective PPP Implementation
in India.

» Conclude with an innovative P4 model.

www.drishtiias.com/eng

Introduction:

India grapples with a substantial infrastructure
financing gap surpassing 5% of GDP. Public-private
partnerships have emerged as a significant strategy for
bridging this gap facilitating collaboration between the
government and private sector entities.

Body:

Role of PPPs in Bridging Infrastructure Gap:

> Expediting Critical Ventures: PPPs expedite critical
ventures such as the expansion of the Delhi Airport,
transforming it into a globally competitive aviation
centre.

o Similar successful models have enhanced highway
connectivity nationwide, exemplified by the Chennai
Bypass project.

> Technological Advancement and Innovation: Private
sector proficiency introduces state-of-the-art solutions.

o For example, the Mumbai Metro project embraced
advanced tunneling machinery for expedited
construction with minimal disruptions.

> Shared Accountability: PPPs distribute project risks
equitably. Private partners manage construction
delays and budget overruns, while the government
addresses regulatory uncertainties.

O This balanced approach incentivizes operational
efficiency and project quality.

> Operational Efficiency: The operational expertise of

the private sector elevates service delivery standards,

as evidenced by the Jaipur-Kishangarh Expressway

which substantially reduced travel times, enhancing

overall commuter experience and economic efficiency.

> Innovative Financing: PPPs introduce pioneering
financing mechanisms, such as the toll-based revenue
model employed in projects like the Hyderabad Outer
Ring Road.

> Sustainable Development: PPPs in India are now
integrating sustainable practices into infrastructure
projects.

o For instance, the Gujarat Solar Park, showcasing
the potential for renewable energy adoption and
environmental stewardship in collaboration with
private sector expertise.
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Despite these benefits, significant roadblocks
persist:

> Project Selection and Viability: A myopic focus on
profitability can lead to neglect of socially crucial
projects, like rural roads or schools. This can exacerbate
regional disparities and leave certain communities
underserved.

> Contract Complexity: Intricate agreements can lead
to disputes, as witnessed in the initial troubles of the
Mumbai-Pune Expressway.

> Risk Allocation: Sharing risks fairly between public
and private entities is a challenge. An overemphasis
on cost reduction can burden the public sector with
long-term maintenance liabilities.

> Breeding Ground for Corruption: Opaque decision-
making processes and a lack of transparency in
awarding contracts create opportunities for corruption,
undermining public trust.

Measures for Effective PPP Implementation in
India:

> Standardized PPP Toolkit: Develop a centralized
repository of standardized contracts, feasibility studies,
and best practices across various sectors.

o This “PPP Toolkit” would streamline project initiation
and reduce transaction costs.

> Risk Rating and Insurance Schemes: Develop a risk
rating framework for PPP projects, allowing private
partners to access customized insurance products
that mitigate specific project risks. This would provide
greater financial security and incentivize participation.

> PPP “Shark Tank” Pitches: Organize online “Shark
Tank” style events where government agencies and
private investors come together to negotiate and
finalize PPP deals for major infrastructure projects.

o This could generate public interest, attract
innovative proposals, and foster a more transparent
and competitive environment for PPP project
selection.

> University-Industry PPP Labs: Establish joint labs
between universities and private companies focusing
on developing innovative solutions for infrastructure
challenges.

o This would bridge the gap between academia
and industry, fostering a culture of research and
development specifically geared towards PPP
projects.
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> Social Impact Bonds for PPPs: Issue social impact
bonds tied to the success of socially crucial PPP projects
like rural electrification or water treatment plants.

o Investors would receive a return based on achieving
pre-defined social impact targets, incentivizing
private participation in projects with broader
societal benefits.

Conclusion:

The future of PPPs might lie in an even more inclusive
model: the Public, Private, People Partnership (PPPP) or
P4. This framework recognizes the critical role of citizen
participation in infrastructure projects. By embracing
innovation, transparency, and a people-centric approach,
India can unlock the true potential of PPPs and PPPPs to
fuel its infrastructure revolution and build a more
prosperous and equitable future for all.

31. Discuss the role of e-technology in transforming
the agricultural sector in India. Elaborate on the
various e-initiatives taken by the government to
empower farmers in this regard. (250 words)

Approach:

> Introduce the significance of agriculture sector and
need for harnessing e-technology

> Delveinto the role of e-technology in transforming
the agriculture sector.

> Highlight government’s e-initiatives to empower
farmers

> Conclude positively.

Introduction:

In a nation where the agrarian sector employs over
half the workforce and contributes around 15-17% to
the GDP, harnessing e-technology has become imperative
to unlock the sector’s true potential.
> Byleveraging digital technologies (ICTs), the government

is driving several e-initiatives aimed at enhancing

agricultural productivity, improving market access,
and enriching farmer livelihoods.

Body:

Role of e-Technology in Transforming the
Agricultural Sector:

> Precision Farming: E-technology enables precision
farming techniques, such as remote sensing, GPS-
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based soil mapping, and variable rate technology,
which optimize resource utilization, reduce waste,
and increase yields.

o Reports suggest using Agriculture-loT (Ag-loT) can
reduce water usage by 30% with precision farming.

Real-time Weather and Climate Information: Farmers
can access real-time weather forecasts, climate data,
and early warning systems through digital platforms,
enabling better planning and decision-making.

o Apps like AccuWeather, MAUSAM (developed by
IMD) provide seamless and user-friendly access
to weather. Users can access observed weather,
forecasts, radar images and be proactively warned
of impending weather events.

Market intelligence: E-platforms provide farmers with
up-to-date information on market prices, demand
trends, and supply chains, empowering them to
make informed decisions and fetch better prices for
their produce.

Access to Agricultural Expertise: E-technology facilitates
the dissemination of agricultural knowledge and best
practices through online forums, video tutorials, and
virtual advisory services, bridging the gap between
farmers and experts.

o Portals/apps such as mKisan, Kisan Suvidha, etc.
provide information on topics such as fertilizers,
subsidies, weather, and market prices. They can
also help farmers manage farm operations in their
local language.

Supply Chain Management: Digital solutions streamline
the agricultural supply chain, enabling efficient tracking,
traceability, and logistics management, reducing
waste and ensuring timely delivery of produce.

o IIT Ropar has developed an loT device called
Ambitag, which records real-time ambient
temperature during the transportation of perishable
products, body organs, and blood, vaccines, etc.

e The AmbiTag temperature data log advises the
user whether the transported item is usable or
the cold chain has been compromised during
the transportation.

Financial Inclusion: E-technologies like mobile banking
and digital payment systems have facilitated financial
inclusion for farmers, providing them with easier
access to credit, insurance, and government subsidies.

o Afew NBFCs like Clix Capital offer customised loan
products through their private or quasi-cooperative
digital platform, onboarding farmers and ag-tech
start-ups.
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Government E-Initiatives to Empower Farmers:

>

Digital India Land Records Modernization Programme
(DILRMP): It aims to digitize and modernize land
records, ensuring transparent and efficient land
management for farmers.

Soil Health Card Scheme: It provides farmers with
soil health cards containing soil nutrient status and
recommended fertilizer doses, enabling better soil
management and productivity.

e-National Agriculture Market (e-NAM): An online
trading platform that connects farmers with buyers
across the country, enabling better price discovery
and reducing intermediaries.

Kisan Suvidha mobile app: It provides farmers with
information on weather, market prices, plant protection,
and government schemes, among others.
Agri-Udaan: An initiative to nurture startup growth
in the agricultural sector by connecting promising
innovators with institutional investors.

National e-Governance Plan in Agriculture (NeGP-A):
To provide end-to-end digitized services to farmers,
including information dissemination, input
management, and market linkages.

While the government has undertaken various

e-initiatives to empower farmers, there is still a need for
continued efforts in bridging the digital divide, improving
digital literacy, and ensuring last-mile connectivity to
maximize the benefits of e-technology in the agricultural
sector. Public-private partnerships and collaboration with
agri-tech startups can further accelerate the adoption
of e-technology and drive the transformation of Indian
agriculture.

32.

Examine the impact of exchange rate volatility on
the Indian economy. What measures does the
Reserve Bank of India (RBI) employ to manage
exchange rates? (250 words)

Approach:

> Introduce the concept of exchange rate volatility.

> Mention the impact of exchange rate volatility on
the Indian economy.

> Highlight the measures of the Reserve Bank of India
(RBI) to manage exchange rates.

> Conclude positively.
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Introduction:

An exchange rate is the rate at which one currency
is exchanged for another currency. Exchange rate volatility
refers to the significant and frequent fluctuations in the
value of a currency compared to others. For India, it means
the rupee’s value against major currencies like the US
dollar keeps changing rapidly. Fluctuations in exchange
rates can have significant multifaceted impacts, influencing
trade, investment, and overall economic stability.

Body:

Impact of Exchange Rate Volatility on the Indian
Economy:

> Varying Cost of Exports and Imports:

o A depreciating rupee can make Indian exports
cheaper in the global market, potentially boosting
export volumes. However, it simultaneously
increases the cost of imports, leading to inflationary
pressures on domestically consumed goods.

o Conversely, an appreciating rupee can have the
opposite effect, dampening exports while making
imports cheaper.

» Uncertain Foreign Investment:

o Volatile exchange rates introduce uncertainty for
foreign investors, potentially discouraging foreign
direct investment (FDI) and portfolio investments.

o This can limit access to crucial foreign capital
for domestic businesses and infrastructure
development.

> External Debt Burden:

o India has a significant public debt-to-GDP ratio of
81% in 2022-23.

o A large portion of external debt is denominated
in foreign currencies like the US dollar.

o Adepreciating rupee increases the rupee equivalent
of this debt, putting a strain on government finances.

> Exchange Rate Speculation:

o High volatility can attract speculative activity in
the foreign exchange market.

o Speculators may exploit short-term fluctuations
in the exchange rate, further amplifying market
volatility and creating instability.

RBI’s Tools for Exchange Rate Management:

» Market Interventions:

o The RBI can directly intervene in the foreign
exchange market by buying or selling dollars or
other major currencies.
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e Selling Dollars: When the rupee is depreciating
excessively, the RBI can sell dollars from its
foreign exchange reserves. This injects rupees
into the market, increasing the supply of rupees
and potentially arresting the depreciation.

e Buying Dollars: Conversely, if the rupee is
appreciating too rapidly, the RBI can buy
dollars from the market. This reduces the
supply of rupees and can help to slow down
the appreciation.

> Interest Rate Adjustments:

o The RBI’s monetary policy tool of adjusting repo
rates can indirectly influence the exchange rate
by impacting the flow of foreign capital.

e Higher Repo Rates: By raising repo rates, the
RBI makes borrowing in India more attractive
for foreign investors. This can lead to increased
foreign capital inflows, which can appreciate
the rupee.

e Lower Repo Rates: Conversely, lowering repo
rates can make borrowing in India less attractive
for foreign investors, potentially leading to
capital outflows and a depreciation of the rupee.

> Foreign Exchange Reserves:

o The RBI maintains a stockpile of foreign currency
reserves (USD 646.42 billion as of end-March
2024). This stockpile acts as a buffer to manage
exchange rate volatility.

e Stabilization: During periods of high volatility,
the RBI can use its reserves to buy rupees in the
market when it depreciates excessively, or sell
rupees to prevent an overly rapid appreciation.

e For example: The Market Stabilisation Scheme
(MSS) is used by RBI to withdraw excess liquidity
from the market through the issuance of bonds
and securities.

Conclusion:

Exchange rate volatility presents both opportunities
and challenges for the Indian economy. The RBI’s proactive
management through market interventions, interest rate
adjustments, and utilization of forex reserves helps
mitigate the negative impacts and promote a stable
exchange rate environment, fostering economic growth
and development. However, maintaining a stable exchange
rate requires a delicate balancing act, and the RBI’s
effectiveness depends on various external factors beyond
its direct control.
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33. Evaluate the multifaceted economic contributions
of India’s livestock sector within the socio-
economic framework of the country. Also, mention
the government initiatives taken related to India’s
livestock sector. (250 words)

Approach:

> Introduce the significant contributions of India’s
livestock sector.

> Delve multifaceted economic contributions of
India’s livestock sector within the socio-economic
framework like poverty, income etc of the country.

> Highlight the government initiatives taken related
to India’s livestock sector.

> Conclude positively.

Introduction:

India’s livestock sector, encompassing animals like
cattle, buffalo, sheep, goats, and poultry, forms the
backbone of rural livelihoods and significantly contributes
to the socio-economic fabric of the nation. According to
the 20™ Livestock Census, India has vast resources of
livestock population amounting to around 535.78 million
showing an increase of 4.6% over Livestock Census 2012.

Body:

Multifaceted Contributions of India’s livestock
sector:

> GDP and Employment:

o The livestock sector contributes significantly to
India’s GDP. The contribution of livestock in total
agriculture and allied sector Gross Value Added
(GVA) hasincreased from 24.38 per cent (2014-15)
to 30.19 per cent (2021-22)

o This sector provides livelihood security for millions
of small and marginal farmers, particularly landless
households, where livestock rearing is often the
primary source of income.

> Nutritional Security:

o Livestock play a vital role in ensuring nutritional
security by providing essential protein, milk, and
egss.

o The per capita availability of milk is 459 grams
per day in India during 2022-23 as against the
world average of 322 grams per day in 2022 (Food
Outlook June 2023).
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> This dietary diversity is crucial for child development
and overall public health.

> Income Generation and Women Empowerment:

o Livestock rearing, particularly of smaller animals
like poultry and goats, requires minimal land and
investment, making it ideal for marginal farmers
and women.

o Income generation through milk sales empowers
women, fostering financial independence and
contributing to household well-being.

> Valuable Byproducts and Sustainability:

o Livestock provides valuable byproducts like manure,
which serves as a natural fertilizer, promoting
sustainable agricultural practices.

O Biogas generated from dung can be used as a clean
energy source in rural areas.

Government Initiatives Related to India’s Livestock
Sector:

> Breed Improvement and Infrastructure Development:
o Rashtriya Gokul Mission (RGM):

e It focuses on developing and conserving
indigenous bovine breeds. It promotes artificial
insemination, sex-sorted semen technology,
and DNA-based genomic selection for improved
breeding practices.

e Additionally, it aims to identify and register
livestock for better traceability.

o National Programme for Dairy Development (NPDD):

e It aims to enhance milk quality by building
cold chain infrastructure and strengthening
processing facilities.

e It supports dairy cooperatives by providing
financial assistance for infrastructure upgrades
and capacity building.

o Dairy Processing and Infrastructure Development

Fund (DIDF):

e It offers loans and interest subventions for
establishing dairy processing and value-addition
units, boosting milk processing capacity and
product diversification.

o Animal Husbandry Infrastructure Development

Fund (AHIDF):

e It incentivizes investments in dairy, meat
processing, animal feed plants, and breed
improvement infrastructure for cattle, buffalo,
sheep, goats, and pigs.
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> Enhancing Livestock Health and Productivity:
o National Livestock Mission (NLM):

e Itaimsto provide direct subsidies for setting up
poultry farms, sheep and goat breeding units,
piggeries, and feed & fodder facilities.

e This promotes entrepreneurship, employment
generation, and increased production of meat,
eggs, and wool.

o Livestock Health and Disease Control (LH&DC)
Programme:

e Itfocuseson preventing and controlling animal
diseases through vaccination campaigns. It
ear-tags animals for identification and tracks
vaccination coverage.

o Kisan Credit Cards (KCC) for Dairy Farmers:

e |t provides dairy farmers associated with
cooperatives and milk producer companies
with access to credit for farm improvements
and working capital needs.

Conclusion:

: India’s livestock sector plays a multifaceted role in
the socio-economic development of the country. By
¢ addressing existing challenges and implementing effective
: government initiatives, this sector can continue to be a
source of livelihood security, nutritional security, and
¢ economic growth for millions of Indians.

34. The concept of Universal Basic Income is gaining
traction as a potential tool for poverty alleviation.
Evaluate the potential economic impact and
challenges associated with implementing UBI in
India. (250 words)

Approach:

> Introduce the concept of UBI
> Highlight its potential economic benefits

> Delve into challenges associated with its
implementation

> Mention careful considerations before implementing
UBI

> Conclude suitably.

Introduction:

Universal basic income (UBI) is a social welfare
concept where all citizens of a country receive a regular,
unconditional cash payment from the government,
regardless of their employment status or earnings.
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> India, with its large population and significant poverty,
presents a compelling case for exploring UBI.
Body:

Potential Economic Impact:

>

Poverty Alleviation: UBI could provide a basicincome
floor, lifting millions out of extreme poverty. (Nearly
3.44 crore people are living in extreme poverty in 2024)

o It could help address income inequality, which
remains high in India (top 10% of the population
holding 77% of the total national wealth)

Economic Stimulus and Consumption: UBI could

increase disposable income and boost domestic

consumption, driving economic growth (Private Final

Consumption Expenditure accounts for almost 60%

of India’s GDP.)

o It could stimulate demand in rural areas, benefiting
sectors like agriculture and Fast-Moving Consumer
Goods.

Human Capital Development: UBI could improve access
to education, healthcare, and nutrition, enhancing
human capital and productivity in the long run.

o Conditional cash transfer programs like the Mahatma
Gandhi National Rural Employment Guarantee
Act (MGNREGA) have shown positive impacts on
education and health outcomes.

Promotion of Entrepreneurship: UBI could provide

a financial cushion, enabling individuals to take

entrepreneurial risks and start new businesses.

o This could foster innovation, job creation, and
economic diversification.

Economic Empowerment of Women: UBI could

empower women by providing them with financial

independence and decision-making power within
households.

o This could lead to better outcomes for women and
children, promoting inclusive growth.

Challenges Associated with Implementing UBI:

>

Fiscal Burden: Implementing a comprehensive UBI
program would require substantial financial resources,
putting pressure on government finances.

o For 2023-24, the government’s fiscal deficit is
estimated at 5.8% of the GDP, limiting the fiscal
space for a large-scale UBI program.
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> Implementation and Delivery Challenges: Identifying
and reaching the intended beneficiaries, especially
in remote and rural areas, could be a significant
logistical challenge.

o Existing schemes like the Public Distribution System
(PDS) have faced implementation issues, which
could be amplified with a UBI program.

> Inflationary Pressures: Injecting a large amount of
cash into the economy through UBI could potentially
lead to hyper-inflationary pressures, eroding the
purchasing power of the income transfer.

> Disincentive to Work: A concern is that UBI could
discourage people from working, especially for low-
paying jobs. It could potentially discourage labor force
participation, leading to labor market distortions and

a decline in economic output.

o Already, less than 20% of India’s women work
at paid jobs.
> Political and Social Considerations: Implementing
UBI would require significant political will and public
support, as it may face opposition from various
stakeholders and ideological viewpoints.

o Concerns about the sustainability and fairness of
the program could arise, especially in a diverse
and populous country like India.

Therefore, implementing UBI in India requires
careful considerations like:

> Conduct pilot studies like in Delhi and Madhya Pradesh
and rigorous impact evaluations to assess feasibility,
challenges, and socio-economic effects.

» Undertake fiscal consolidation measures and explore
alternative revenue sources to create fiscal space
for UBI.

> Implement complementary policies and reforms
in education, healthcare, skill development, and
infrastructure to enhance UBI’s effectiveness.

> Explore alternative approaches, such as Universal
basic Services, Negative Income Tax or Conditional
Cash Transfers, to address poverty and inequality.

Conclusion:

UBI holds considerable promise as a policy initiative,
yet its successful implementation hinges on meticulous
planning and a deep comprehension of the economic
landscape specific to India, ensuring sustainable and
equitable outcomes for all stakeholders involved.
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35. Analyze the factors contributing to the fiscal deficit
and suggest measures for fiscal consolidation while
promoting inclusive growth. Also, briefly discuss
the role of the FRBM Act in this context. (250
words)

Approach:

> Introduce by defining fiscal deficit and need for
fiscal consolidation

> Highlight factors contributing to the fiscal deficit

> Suggest measures for fiscal consolidation and
inclusive growth

> Delve into the role of the FRBM Act
> Conclude positively.

Introduction:

The fiscal deficit is a crucial economic indicator that
measures the difference between the government’s total
revenue and total expenditure. India’s FY24 fiscal deficit
is 5.63% of GDP.

> Fiscal deficit = Total Expenditure —Total Receipt
(Excluding the borrowings)

Body:

Factors Contributing to the Fiscal Deficit:

> Tax Revenue Shortfalls: A narrow tax base due to the
large informal sector and widespread tax evasion/
avoidance practices.

o In 2021-22, 3.5% of the population paid income
tax and this number dwindled further to 2.2% in
2022-23.

o Inefficient tax administration and enforcement
mechanisms, leading to leakages in revenue
collection.

> Sticky Revenue Expenditure: Rising burden of interest
payments on public debt (Centre’s FY25 interest
outgo may rise 11 to 12% from ongoing FY24), driven
by increasing borrowing costs.

o Ballooning subsidies on food, fertilizers, and fuel,
exacerbated by rising global prices and inefficient
targeting.

> Increasing Capital Expenditure: Budgeted expenditure
classified by the government as capex is projected
to increase almost 4.5 times in 2024-25 to the level

in 2014-15.
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o Ambitious infrastructure development programs,
such as highways, railways, and urban infrastructure
projects are the driving factors.

o Defense modernization and procurement of
advanced military hardware is also playing a key role.

> Structural Rigidities: Rigid expenditure patterns
with limited flexibility to reallocate resources to
productive sectors.

o Lack of fiscal discipline (exploitation of the
exception clause of FRBM) leading to overshooting
of expenditure.

> External Factors: Global economic slowdowns, trade
tensions, volatile international commodity prices,
particularly for crude oil and other import-intensive
commodities significantly impact India’s import bill,
trade balance, and fiscal position.

A high fiscal deficit can have severe implications for
the economy, including increased borrowing cost, higher
interest rates, and a potential crowding-out effect on
private investment.

» Therefore, fiscal consolidation, which involves reducing
the fiscal deficit and maintaining sustainable debt
levels, is essential for promoting inclusive growth
and macroeconomic stability.

Measures for Fiscal Consolidation and Inclusive
Growth:

> Revenue Enhancement: Broadening the tax base by
formalizing the informal sector and rationalizing tax
exemptions

o Improving tax administration and compliance
through technology-driven solutions.

> Expenditure Rationalization: Targeting subsidies
through better identification of beneficiaries and
direct benefit transfers

o Prioritizing productive investments in education,
healthcare, and infrastructure over non-productive
expenditures.

> Outcome-Based Budgeting: Shift from traditional
input-based budgeting to outcome-based budgeting.

This approach allocates resources based on measurable

goals and societal benefits.

> Revamping the Fertilizer Subsidy Regime: Shifting
from a product-based subsidy to a nutrient-based
subsidy system, coupled with measures to promote
balanced fertilizer use, can reduce the fiscal burden
and promote sustainable agricultural practices.
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Role of the FRBM Act in Fiscal Consolidation:

The FRBM Act, introduced in 2003, plays a crucial
role in fiscal consolidation by mandating the government
to follow a rules-based fiscal policy framework. The key
objectives of the FRBM Act include:

> Setting targets for the elimination of revenue deficit
and reduction of fiscal deficit to a sustainable level.

> Establishing a medium-term fiscal policy statement
with three-year rolling targets for specific fiscal
indicators.

> Promoting transparency in fiscal operations through
regular reporting and disclosures.

Conclusion:

There is a need to enhance the credibility and
enforceability of the Fiscal Responsibility and Budget
Management Act through limited escape clauses, binding
targets, and an independent monitoring mechanism that
can promote fiscal discipline and inclusive growth.

36. Financial inclusion is crucial for achieving inclusive
growth. Discuss the progress made in financial
inclusion in India and the challenges that remain.
(250 words)

Approach:

> Introduce the answer by defining financial inclusion

> Highlight the progress made in Financial Inclusion
in India

> Delve into challenges that remain

> Suggest a Way Forward

> Conclude suitably.

Introduction:

Financial inclusion is the process of ensuring access
to affordable and appropriate financial products and
services like bank accounts, credit, insurance, and
payments for all sections of society, especially the
underprivileged and unbanked population.

> Itplaysacrucial role in promoting inclusive growth by
enabling economic participation and empowerment
of marginalized communities.

Body:

Progress Made in Financial Inclusion in India:

> Account Opening: As of June 2024, over 52 crore
beneficiary accounts have been opened under
Pradhan Mantri Jan Dhan Yojana (PMJDY), with
deposits exceeding X2.2 lakh crore.
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o The scheme provides basic banking accounts and
overdraft facilities, bringing the unbanked into
the formal financial system.

> Expansion of Banking Infrastructure: To increase

access, India has witnessed a significant expansion
of banking infrastructure, including branches, ATMs,
and Banking Correspondents (BCs).
o The private banks have boosted the number of
branches by 60% since 2015
o The Business Correspondents model has facilitated
last-mile delivery of banking services in remote areas.
Digital Financial Inclusion: The government has
promoted digital financial services through initiatives
like the Unified Payments Interface (UPI), Aadhaar-
enabled Payment System (AePS), and the RuPay
card network.
o Indiarecorded about 131 billion UPI transactions
in FY24.
O The AePS has enabled Aadhaar-based biometric
authentication for banking services in remote areas.
Credit Access: Schemes like Pradhan Mantri Mudra
Yojana (PMMY) and Stand-Up India have facilitated
access to credit for small businesses, entrepreneurs,
and underserved communities.
o As of March 2024, loans amounting to Rs 27.75
lakh crore have been disbursed under the PMMY..
Insurance Coverage: The Pradhan Mantri Suraksha
Bima Yojana (PMSBY) and Pradhan Mantri Jeevan
Jyoti Bima Yojana (PMJJBY) have provided affordable
insurance coverage to millions of low-income
households.

Challenges that Remain:

> Persistent Gender Gap: Despite progress, a significant

gender gap persists in access to financial services, with
women facing cultural, social, and economic barriers.
o Women in India own 35% of bank accounts, but
only 20% of total deposits as of March 2023. .
Low Financial Literacy: Low levels of financial literacy,
especially among marginalized communities, actas a
barrier to effective utilization of financial services.
o A recent surveys reveal that only 27% of India’s
population is financially literate
Limited Account Usage: Around 20% of PMIDY
accounts were inoperative as of December 2023,
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indicating limited usage of financial products beyond
basic accounts.

Sustainability and Viability of Financial Inclusion
Initiatives: Maintaining the sustainability and viability
of financial inclusion initiatives remains a challenge,
as many programs rely on government subsidies
or cross-subsidization from other banking services.

Way Forward

>

Focus on Financial Literacy: Financial literacy campaigns

targeted at specific demographics can empower

individuals to make informed financial decisions and
utilize financial products effectively.

Product Innovation: Developing need-based financial

products, such as micro-insurance and micro-loans

tailored for low-income groups, can address their
specific financial needs.

Leveraging Fintech: Further integration of Fintech

solutions in different government touchpoints can

enhance accessibility and affordability of financial
services, particularly in rural areas.

o Establishing Credit Counseling Centres such as ABHAY.

Acting Upon Recommendations of Rangarajan

Committee: Promoting micro-insurance as a critical

component of financial services for the poor to

mitigate risks effectively.

o Implementing the Revival Package for the
cooperative credit system to strengthen its role
in financial inclusion with substantial financial
assistance.

o Adopting and promoting the JLG model for extending
credit to mid-segment clients such as small and
tenant farmers without collateral.

Bridging the Digital Divide: Expanding internet reach

and promoting digital literacy programs are crucial

to ensure everyone can participate in the digital
financial ecosystem.

Conclusion:

India’s journey towards financial inclusion is commenda-

ble. However, by addressing the remaining challenges as
per the recommendations of the Rangarajan committee
report on financial inclusion, India can ensure that the
benefits of financial inclusion reach all sections of society,
fostering inclusive and sustainable economic growth.
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