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the Earth from his own actions? Substantiate 

your ..................................................................... 127 

Farm subsidies and MSP and issues therein 

(direct and indirect) ....................................... 128 

Q-The subsidy bill in India has increased many 

folds in recent years. In your opinion, which 

subsidies need to to be curbed and why? 

Comment. ........................................................... 128 

Q-What is cross-subsidization? Do you think it 

is feasible in India to adopt cross-subsidisation 

and help the poor? Critically comment. (200 

Words) ................................................................ 130 

What is your opinion about debt waiver 

schemes announced by state governments and 

the union government? Comment. ................. 130 

Q-Critically comment on the need for subsidy 

reforms in India. ................................................ 130 

Q ―Despite 4% growth in agriculture in last 

four years, there are also some other 

disquieting aspects of developments on the 

farm front that partly sully the sheen of these 

achievements. ‖ Examine. (200 Words) .......... 131 

Q-Critically comment on the APMC Act and 

examine why its reform is necessary for the 

Indian economy. ................................................ 132 

Q---Write a note on WTO‘s  Agreement on 

Subsidies and Countervailing Measures (―SCM 

Agreement‖) and examine how much of India‘s 

policies are consistent with these measures. . 132 

Q-Write a note on the model and success story 

of fertilizer cooperatives in India. (200 Words)

 ............................................................................. 133 

Q-Write a note on the need for APMC reforms. 

(200 Words) ........................................................ 133 

Q-―The policy of free power is a very bad idea 

and against the spirit of reforms.‖ Comment. 

(200 Words) ........................................................ 134 

Q-Discuss the nature and trend 

of mechanization of farm operations in India 

and the underlying reasons behind this trend.

 ............................................................................. 135 

Q-Critically comment on the situation of food 

production and hunger across the world with 

special reference to India‘s contribution. ....... 136 

Q-What is MSP? Explain its importance to 

Indian agriculture and to consumers. (250 

Words) ................................................................ 136 

Q-Green Box subsidies (100 Words) ............... 136 

Q-How does various WTO rules affect Indian 

agriculture? Explain. (200 Words) .................. 137 

Q- Examine the components and evaluate the 

performance of the Bringing Green Revolution 

to Eastern India (BGREI) scheme that was 

launched in 2010-11 in Eastern part of India. 

(200 Words) ........................................................ 137 

Q- ―Minimum support prices have in practice 

become procurement prices, and with State 

governments adding to it a bonus, the cost of 

procurement has become high.‖ Why is this an 

issue of concern? Examine. (200 Words) ....... 138 

Q-What is minimum support price? How is it 

determined? Examine the problems associated 
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with food grains procurement and their storage 

by the government in India. ............................ 138 

Q--Critically comment on India‘s policy on 

agricultural subsidies. Examine why is this an 

issue with some of WTO members. ................ 139 

Q---Is agricultural loan waiver policy, 

announced by many states and sometimes by 

the union government to help farmers in 

distress, good for the economy? Comment. .. 140 

Economics of animal-rearing ........................ 140 

Banda Vasudev Rao (50 Words) ..................... 141 

Food processing and related industries in 

India (scope & significance, location, 

upstream-downstream requirements, supply 

chain management)........................................ 141 

Q--Explain the significance of food processing 

industries to India. Examine the bottlenecks 

faced by the industry and measures taken by 

the government to address them. ................... 141 

Q.What is shrimp farming? Critically examine 

its impact on ecology and livelihood of coastal 

people especially in the context of India. ....... 142 

Q-Explain the salient features of  Food Safety 

and Standards Act, 2006 and highlight the need 

for ensuring food safety in India. (200 Words)

 ............................................................................. 142 

Q--. What measures need to be taken to make 

agriculture as an industry rather than an 

occupation? Discuss. ......................................... 144 

Q--Critically examine the multiple challenges 

that face the proper implementation of the 

Food Security Act in India. .............................. 145 

Q-.In your opinion, what measures(apart from 

APMC, MSP) are required to help farmers get 

profits on their agricultural produce in India? 

Discuss. ............................................................... 145 

Land Reforms in India ...................................... 146 

Q-What are the important provisions of The 

National Policy for Farmers, 2007? Does the 

recent decision of the government to relax FDI 

in farmland a good step? Comment. (200 

Words) ................................................................ 146 

Q-Do you support FDI in farm land? 

Substantiate. (200 Words) ................................ 147 

Q-Comment on the provisions of the Right to 

Fair Compensation and Transparency in Land 

Acquisition, Rehabilitation and Resettlement 

Act, 2013. Do you think this act needs 

amendments? Explain why. ............................ 147 

Q-Critically analyse the important provisions 

of the Right to Fair Compensation and 

Transparency in Land Acquisition, 

Rehabilitation and Resettlement Act, 2013. ... 148 

Effects of Liberalisation on the economy .... 149 

Q-Examine how India‘s fiscal policy has 

evolved post 1991-92 liberalization of Indian 

economy. (200 Words) ...................................... 149 

Q-Critically comment on the nature of 

relationship between the public and private 

sectors post- liberalization period in India. (200 

Words) ................................................................ 149 

―Neoliberalism has failed the vast majority of 

India‘s people. But the spirit that gave the 

nation independence is stirring.‖ Comment. 

(200 Words) ........................................................ 150 

Another Answer ................................................ 150 

Should markets be sensitive to political 

developments and sensational news? Give your 

views. (150 Words) ........................................... 151 

What do you understand by economic reforms? 

Compare and contrast India‘s and China‘s 

approach towards economic reforms in the past 

twenty years. (200 Words) ............................... 152 

Q--Discuss the recent economic problems faced 

by Euro Zone countries. Why do some 

economists argue that devaluing Euro currency 

would help their economies grow well? 

Examine. ............................................................. 152 

Q--Examine how recent economic crises have 

impacted the economy of USA. ...................... 153 
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Q--‖ If we allow the dangerous global trends 

towards unhealthy, processed and packaged

 ............................................................................. 153 

Q-Critically examine the impact of burgeoning 

e-commerce marketing services on the growth 

of different sectors of economy. ...................... 154 

Q--Comment on the rapid growth of e-

commerce in India and its advantages and 

disadvantages to the Indian economy. .......... 155 

Q-- Examine the problems faced by the e-

commerce industry in India. What should 

government do in this regard? ........................ 156 

Q-―In advanced economies with reasonably 

free markets, bubbles are unavoidable.‖ 

Critically comment with examples. ................ 156 

Q--Compare and contrast the measures taken 

by central banks in developed and developing 

countries post- 2008 financial crisis to revive 

their economies. ................................................. 157 

‗Protectionism has certainly increased in the 

recent past with many ostensibly open 

economies adopting a stand that is clearly 

perceived as protectionist.‘ Examine these 

protectionist measures and explain why is there 

a shift towards from openness to protectionism 

in developed countries. .................................... 158 

Q- Has disinvestment process lived up to the 

vision statement of the Department of 

Disinvestment that seeks to promote people‘s 

ownership of shares through disinvestment 

and spread the equity culture? Critically 

examine. (200 Words) ....................................... 158 

Question - What is capital account liberalisation 

(CAL)? Should India go for it? What are the 

risks and advantages of CAL? Examine. (200 

Words) ................................................................ 159 

Changes in Industrial policy & their effects 

on industrial growth ...................................... 160 

Q--Some economists argue that India is de-

industrializing. What do you understand by 

this? Why is this happening? Examine. ......... 160 

Q--. Examine how amending the Factories Act, 

1948 and the Minimum Wages Act, 1948 are 

crucial to bring in labor reforms in India. ..... 161 

Q---Recently many media reports suggest that 

the Chinese economy is going through a rough 

patch in many sectors. Examine the nature 

and  reasons behind reported Chinese 

economic problems. .......................................... 162 

Q-Discuss why India‘s services sector has 

outgrown manufacturing sector? Do you think 

it‘s good for the Indian economy? Comment.

 ............................................................................. 162 

Q---Why has India not produced a software 

giant equivalent to Google and Microsoft? 

Examine. ............................................................. 163 

Q--―..trade is what most of international 

relations are about. For that reason, trade 

policy is national security policy.‖ Evaluate in 

the context of India. .......................................... 165 

Q-What changes have been proposed to 

Industrial Disputes Act and Factories Act to 

bring labour reforms in India? Critically 

examine. ............................................................. 165 

Q- Critically compare and contrast the success 

of Special Economic Zone model for boosting 

economic growth adopted in India and China.

 ............................................................................. 165 

Q- What is Index of Industrial Production (IIP)? 

Explain its significance. .................................... 166 

Q-Recent IIP data show that in recent years 

there has been  zero industrial growth. In your 

opinion, despite many policies, why is this 

trend observed? Examine. ............................... 166 

Q-Why in your opinion does India lag behind 

China in manufacturing sector? Critically 

examine. (200 Words) ....................................... 168 

Q.―Instead of trying to keep out companies 

from one country or the other, the government 

would do well to create a reporting and 

monitoring system that will enable security 

agencies to keep an eye on the activities of 
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these companies, especially when it comes to 

blocks located close to defence installations.‖ 

Comment in the light of not granting licences to 

Chinese companies to invest in certain 

‗sensitive‘ sectors in India. (200 Words) ......... 168 

Q.What is Corporate Social Responsibility? 

Should it be enforced through legislation? 

Comment. (200 Words)The Hindu ................. 169 

Q.India‘s manufacturing‘s share in the GDP has 

remained stationary at 15-16 per cent for more 

than three decades now, far lower than the 25-

35 per cent that characterises the East Asian . 169 

Q.― Handloom sector is being deliberately 

suffocated and killed and it is not a subsidy 

guzzling sunset industry as is being projected.‖ 

Comment. (200 Words) .................................... 170 

Q.Why was the Monopolies and Restrictive 

Trade Practices (MRTP) Act enacted in 1969? 

What was its impact? Examine. ...................... 171 

Q.Comment on India‘s fuel subsidy policy. (200 

Words) ................................................................ 172 

Question - Analyze the factors behind India‘s 

success as leading manufacturer of generic 

drugs in the world. (200 Words) ..................... 172 

Q. Analyze the trends in the growth of 

microfinance industry in India in last ten years. 

(200 Words) ........................................................ 173 

Q. Discuss the importance of creating a strong 

manufacturing-based middle class in India. 

Why do you think India has failed in creating a 

strong skilled labor force in manufacturing 

sector? Examine. ................................................ 174 

Q. Critically examine the present nature of 

manufacturing sector and policy focus on it in 

India.  What shift, if at all the sector needs one, 

should be brought into this sector in India in 

the light of recent global developments in this 

sector? ................................................................. 174 

Q- ―Manufacturing activity, required for 

boosting employment and perking 

up economic growth, has taken a hit due to 

structural issues.‖ Examine. (200 Words) ...... 175 

Infrastructure (energy, ports, roads, airports, 

railways) .......................................................... 176 

Q--In the light of the importance 

of hydroelectric power projects (HEPs) 

to India‘s energy security, critically comment 

on the problems being faced by this sector. .. 176 

Q-In your opinion why do railway accidents 

keep occurring? What are the problems being 

faced by the Indian Railways when it comes to 

ensuring safety? Critically examine measures 

taken so far in this regard. ............................... 177 

Q--Examine the sources of revenue for the 

Indian Railways to implement various reforms 

to ensure safety and efficiency in its operations.

 ............................................................................. 179 

Q. Railways have been at the very heart of 

modern Chinese nationalism.  Compare and 

contrast how railways have been used as a tool 

of economic progress and national integration 

in China and India. ........................................... 179 

Q--Examine the prospects and potential of 

wind energy generation in India. Explain what 

measures has government taken to harness 

wind energy in India. ....................................... 180 

Q--Write a note on Tender SURE (Specifications 

for Urban Road Execution) .............................. 181 

Q-Discuss the importance of digital 

infrastructure to India‘s economy. Examine the 

problems being faced by this sector. .............. 181 

Q) Write a note on real estate investment trusts 

(REITS) and explain why was it in news 

recently. .............................................................. 182 

Q-Comment on the recommendations of 

Parekh panel on infrastructure‘s interim report.

 ............................................................................. 182 

Q--The Sundar Committee Report of 2011 on 

road safety issue is an important step forward. 
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Critically examine its recommendations and 

their importance. ............................................... 184 

Q--‖ Land markets are arguably the most 

distorted factor markets in India. Its issues are 

at the heart of India‘s most pressing challenges

 ............................................................................. 184 

Q) Comment on the Jawaharlal Nehru National 

Solar Mission (JNNSM) and its objectives. .... 185 

Q--What is geothermal energy? How is it 

produced? Examine in which parts of the world 

its production is more. ...................................... 186 

Q-What do you understand by ‗water security‘? 

Examine what steps are necessary to be taken 

to ensure water security in the country. ........ 187 

Q--Critically analyse the reasons behind crises 

in the power sector in India. ............................ 188 

―Common man needs infrastructure, not 

freebies.‖ Examine the statement in the light of 

increasing tendency of governments to dole out 

freebies to woo voters. (200 Words) ............... 188 

Q-As towns grow into cities and cities morph 

into metropolises, urban ecology seems to be 

losing ground to urgent demands for improved 

infrastructure.‖ Critically evaluate in the Indian 

context. (250 Words) ......................................... 189 

Q-Briefly explain the functioning of Voda Voda 

Energo Reactor. ................................................. 189 

Q-How Many Power Grids are there in 

India?Sometimes they fail what causes their 

failure? ................................................................ 190 

Q.Would you support the continuation of 

government subsidy on fuels such as petrol, 

diesel, LPG and kerosene? Why? (200 Words)

 ............................................................................. 190 

Q-How geothermal energy is produced? How 

can it be used for power generation? (150 

Words) ................................................................ 191 

Q-Is India‘s Nuclear Liability Law an hindrance 

to the expansion of nuclear sector in India? 

Critically comment. ........................................... 191 

Q- Write a note on the intention behind setting 

up of Ultra Mega Power Projects in India. Do 

you think the policy on UMPP‘s has 

succeeded? Critically examine. ....................... 192 

Q-Roads are unsafe because of shortcomings in 

road and traffic engineering, old and non-

standard codes of traffic control devices, poor 

driver training and assessment, outdated 

legislations and a poor enforcement system. ‖ 

In the light of increasing road accidents in the 

country, critically comment. ............................ 192 

Q-In the light of money spent by the 

government on huge subsidies in the energy 

sector, critically comment on the energy pricing 

policy in India. ................................................... 193 

Q-Examine the major recommendations of the 

National Transport Development Policy 

Committee headed by Rakesh Mohan. .......... 193 

Q-Critically evaluate the performance of 

aviation sector in the Indian economy. .......... 194 

Q- A relatively modest investment with 

appropriate policy changes in the coastal 

shipping industry could bring substantial 

dividends.‖ Analyze. (200 Words) ................. 195 

Q-Write a note on the energy relationship 

between India and Russia.(200 Words) ......... 196 

Q-Write a note on the energy relationship 

between India and Russia. (200 Words) ........ 197 

Q-Is privatization ‗the solution‘ to revive sick 

industries? Explain in context of demand for 

Air India‘s privatization. .................................. 197 

Q-By giving examples from different parts of 

the world, discuss the benefits of high speed 

rail to India. Examine the impediments 

involved in expanding high speed rail network 

in India................................................................ 198 

Q-What is Ecotourism? Examine its importance 

and potential to help India‘s economy. ......... 198 

Q-How and why is enrichment of Uranium 

done? Discuss India‘s Uranium enrichment 

programme. ....................................................... 199 
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Q-Critically evaluate India‘s record in adhering 

to international norms in its nuclear 

programme. ........................................................ 199 

Q.Critically comment on the problems being 

faced by power sector in India. ....................... 199 

Q-Examine the different issues which are 

impeding the effective utilisation of solar 

energy in India and many parts of the world200 

Q-Examine why is there a demand for power 

distribution company at the national level. 

Explain with special note on power distribution 

scenario in India. ............................................... 200 

Q-Examine the challenges being faced by 

the electricity utility industry in India. Suggest 

measures to overcome these challenges. ....... 201 

Q-Write a note on Inland Waterways of India 

and examine their impact on economy and 

ecology. ............................................................... 202 

Q-In your opinion, what should be government 

policy in the solar and digital infrastructure 

sectors to boost their growth. Also examine 

why these sectors are vital for the growth of 

other sectors. ...................................................... 202 

Q-―Car-centric planning has been directly 

responsible for the degeneration of urban 

mobility in most Asian cities.‖ Examine. ....... 203 

Q-What is a power grid? Explain the 

advantages and disadvantage of having a 

single power grid for the whole country. (200 

Words) ................................................................ 204 

Q-What are the major problems being faced by 

Indian cities in providing adequate, safe and 

rapid urban transport system? Explain the 

steps taken by the union government in this 

regard. (200 Words) .......................................... 204 

Q-Name India‘s major ports. What do you 

understand by ‗last-mile connectivity‘ in the 

case of ports? Explain its benefits. .................. 205 

Q-Critically discuss the implications of the 

Supreme Court‘s verdict holding coal block 

allocations made since 1993 illegal and also 

throw light on issue and roots of its causes. . 205 

Q-Write a critical note on India‘s Hydrocarbon 

Policy. (200 Words) ........................................... 206 

Q-―The main problem with Indian cities is the 

disconnect between growth and transportation 

grids. ‖ Elaborate. (150 Words) ....................... 206 

Q-―Despite investing heavily in infrastructure 

projects, the India cities have not resolved 

traffic issues efficiently.‖ Comment. .............. 206 

Q-What are the problems being faced 

by  electricity distribution companies (discoms) 

in India? Explain. (150 Words) ........................ 207 

Q-India has not utilized its waterways to the

 ............................................................................. 207 

What is Sethusamudram Ship Canal Project? 
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 ............................................................................. 207 
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policy. ‖ Comment ............................................ 208 
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India? Examine. ................................................. 210 
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Q.  The solar energy sector is beset with several 
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them. ................................................................... 211 
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Q. Write a critical note the problems and 
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respect to energy-related commodities are 

paralysing operations in the country because of 

non-performing policy initiatives. The demand-

supply imbalance is evident across all 
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to avoid a severe energy supply crunch.‖ With 

reference the given statement, critically analyse 

the problems in the energy sector and measures 

needed to be taken by the government to 

address the issues. ............................................. 212 

Q-Why does India need a civil nuclear liability 

law? Elucidate.(200 Words) ............................. 213 

Q.―Domestic exploration and acquisition of 

assets abroad are two sides of India‘s quest for 

stepping up energy supplies.‖ Examine how far 

has India succeeded on these two fronts two 

step up its energy supplies? Explain the 

hurdles it has faced in the process. (250 Words).

 ............................................................................. 214 

Q-―Domestic exploration and acquisition of 

assets abroad are two sides of India‘s quest for 

stepping up energy supplies.‖ Examine how far 

has India succeeded on these two fronts two 

step up its energy supplies? Explain the 

hurdles it has faced in the process. (250 Words)

 ............................................................................. 214 

Q.  Do you think establishing a separate fund 
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and Germany. (200 Words) .............................. 216 

Investment models ......................................... 216 

Q--Write a note on  people-public-private 

partnership (PPPP) model of investment ...... 216 

Q--―The government and its agencies must 

work on a new framework for PPPs to make 

them attractive to investors, and at the same 

time affordable to the users or consumers.‖ 

Examine the present framework of PPP mode 

of investment and explain its drawbacks. ..... 217 

Q--‗ India‘s growth model needs to change 

from being consumption-driven to investment-

driven.‘ In the light of fall in GDP growth 
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statement. ........................................................... 218 
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and  success of setting up of more Special 

Economic Zones in India. ................................ 218 
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 ............................................................................. 219 
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Examine. ............................................................. 220 
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India‘s merchandise trade deficit, the external 

sector still needs a holistic approach to correct 

its structural issues.‖ Analyze (150 Words) .. 221 
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Critically examine ............................................. 221 
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Banking 
 

Q-What do you understand by money 

supply? What are the measures adopted 

in India to measure money supply? 

Explain. (200 Words) 

 

Money supply refers to the monetary assets in 

circulation in the economy at a specific time. The 

measurement and control of money supply in 

India is undertaken by the Reserve Bank of India 

through its monetary policy. The reserve bank of 

India uses various measures to estimate the 

money supply in India which forms a part of 

major policy decisions of the central bank. These 

are: 

 

 

• M1: Currency with the public + Deposit money 

of the public (Demand deposits with the banking 

system + ‗Other‘ deposits with the RBI). 

• M2: M1 + Savings deposits with Post office 

savings banks. 

• M3: M1+ Time deposits with the banking 

system  

• M4: M3 + All deposits with post office savings 
banks (excluding National Savings Certificates) 

 
 
 
Q-Explain the recent measures taken by the RBI 
to ensure consumer protection, transparency and 
accounting integrity in the banking  
 
Misguiding consumers with misinformation has 
become the latest trend in profit maximization by 
almost all kinds of businesses. Especially 
misleading by banks and credit card companies 
has become a menace. They lure the customer by 
advertising ―zero percent‖ interest, which is not 
possible at all. 
The naïve customer falls into this trap and buys 
high end products, which otherwise he would not 

have bought. And later he realizes what a grave 
mistake he has done. He did not know about the 
extra processing fee, the high service fee and 
various other unethical charges. 
Not only interest rates, but zero percent EMIs and 
special subsidies called subventions, also do not 
make sense. On top of being a misnomer, they 
mislead consumers into a debt trap. So, RBI has 
rightly intercepted such malpractices by ensuring 
the banks become more transparent and 
accountable. It directed the banks to reveal the 
whole information without hiding anything 
which would hamper the customer‘s protection. 
This move by the RBI to ensure that the consumer 
is not exploited should be lauded. It has rightly 
shown that the customer protection is more 
important than short-term losses or profits of 
companies 

 

Q- Comment on the problems being 

faced by the public sector banks and the 

policy measures taken by the 

government to address these problems. 

(200 Words) 

Problems faced by Indian companies and banks 

are as acute as India‘s inability to bolster its free-

falling currency or mending its worsening 

economy 

A healthy banking system is essential for any 

economy striving to achieve good growth and yet 

remain stable in an increasingly global business 

environment. The Indian banking system, with 

one of the largest banking networks in the world, 

has witnessed a series of reforms over the past 

few years. 

PROBLEMS:- 

DEBT RIDDEN:- the banking sector has 

witnessed strong loan growth in recent years 

mainly driven by few large companies. With 

rising debt levels, interest cover for most of the 

companies has declined further. 

DETERIORATING ASSET QUALITY REMAINS 

A PRIMARY CONCERN :- High mounting NPAs 

are direct attack on the Profitability and Capital. 
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The loss to banks due to Non-Performing 

Assets(NPAs) has been more than 60 per cent of 

their net profit since 2010. In addition, banks have 

to spend about 18 per cent of their net interest 

income for making risk provisions and write-offs 

of NPAs. Public sector banks share a 

disproportionate burden of this increase. 

SARFAESI Act has given stronger teeth to Banks. 

NPA recovery has become easier in case of loans 

fully secured by collateral securities. But Big 

business-house NPAs are sheltered directly or 

indirectly by Government. 

govt measures :- 

-phased dilution of government stake in public-

sector banks, from 58 per cent to 51 per cent, and 

introduction of on-tap licensing of new banks. 

-government has liberalised the foreign direct 

investment (FDI) policy for entry of asset-

reconstruction companies and investments in 

security receipts of ARCs. 

-to reduce the structural constraints that 

obstructed the growth of money market 

-measures to rein in NPA 

Besides all this , Manpower Management is a 

serious threat for PS Banks. New appointees are 

joining and resigning. Every PS bank is facing 

shortage of clerical staff. Over-burdened under-

staffed Branch cannot give better customer 

service. Realignment can be done for existing staff 

only but it involves long distance transfers. That 

leads to frustration and decreasing effect on 

productivity and customer service. 

 

Q- ―The traditional banking models in 

India have failed to penetrate the low-

income and self-employed segment.‖ 

Comment. (200 Words)  

 
(topic relates to Indian Banking and inclusive 
growth)  
 

Traditional Banking model in India was 
inherently designed to fill the needs of industries 
& capitalists. With changing times, it has tried to 
adapt itself according to needs of low-income & 
self-employed segment, with limited success. 
Micro-finance institutions like Self Help Groups 
have captured a major portion of self-employed 
section, because of their proximity, more suited 
mandate, and flexible regulations for them. 
 
Low-income group is considered as high risk 
group, & banking model of India is profit 
oriented. It gives least priority to Priority Sector 
Lending, only to fulfill the government 
regulations. 
 
Banking in remote areas with high concentration 
of low-income & self-employed segment, is not 
considered attractive because of low profit, high 
maintenance cost, more hassles & more 
interventions by locals. 
 
Comparative lack of financial awareness in low-
income segment has worked against flourishing 
of other banking avenues like insurance, mutual 
funds. Other innovative methods like Banking 
Correspondent (BC) have failed to produce result 
because of  
knowledge deficiency about ground level 
realities. 
 
But the banking future lies with this segment, 
therefore comprehensive changes promoting 
flexibility in rules, encouraging banking by new 
& financially attractive models & implementing 
inclusive banking should act as way forward. 
Nachiket Mor committee is timely & effective in 
this regard. 
 
Criticisms –  
1st one - Banking failed to penetrate low-income 
and self-employed due to lack of collateral. It is 
essential in Indian perspective because in low-
income segment in rural areas 50pc of people are 
―willful defaulters‖. SHGs have been formed to 
do away with collateral but the loans taken by 
members under SHGs are more for consumption 
purposes rather than for productive purposes. 
Hence, re-look into trust-deficit factor between 
low-segment and banking is necessary 
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2nd one - on 7th Jan 2014 there was news on PIB. 

NIC. In on NABARD‘s new measure for 

promotion of Rural Credit and Rural 

Infrastructure. One sentence could have been 

added for NABARD and RRBs. 

You can add one sentence on how only 40% (* I 

am not sure but Nachiket Mor‘s report can be 

referred for correct figure) Indians have bank 

accounts. Because just saying that there has been 

little penetration on banking system, does not 

substantiate the view. 

Then Aadhar and UID programmes might bring 

more financial inclusion. 

The Kisan Credit Card is one more thing to be 

looked into. 

One important issue is that so far RBI had issued 

guidelines that banks need to lend 40% of their 

total lending to Priority Sector. But finding that 

these were turning into Non Performing Assets, 

the Banks started contributing this money to 

Rural Infrastructure Development Funds (RIDF) 

(very important point)  

managed by NABARD. Now Nachiket Mor‘s 

report is talking about a new concept – APSL – 

Adjusted Priority Sector Lending 

 

Q- Is the very nature of the arrangement 

between the RBI and the finance 

ministry inherently against finding 

common ground on critical 

macroeconomic issues? In the light of 

recent differences between the two 

bodies on economic policies, comment 

on the statement. (200 Words) 

 
The RBI and the Finance Ministry both have the 
ultimate aim of a stable macro-economic scenario 
so that sustained growth can be achieved. The 
latest report of Dr. Urjit Patel on strengthening 
monetary policy re-affirms the fact that in the 

long run inflation control and growth are not 
anti-thetical to each other, actually both 
complement each other. 
 
The fact is also recognized by various committees 
set up by the finance ministry itself. If some 
difference of opinion exists it is only in the short 
run when to boost growth some compromise has 
to be made with inflation.It should not be thought 
that providing subsidies through administered 
price mechanisms is somewhat which should be 
totally abandoned because that would be 
contrary to the very idea of social and distributive 
justice. 
 
What is however necessary is the fact that 
structural deficiencies and bottlenecks are 
removed. For instance in the latest budget 
estimates of 2014-15 the food subsidy is more 
than twice the amount required for pulling the 
below poverty line people above the poverty line. 
 
This is because of the fact that FCI incurs huge 
costs on storing food grains. So actually the 
government ends up paying for it‘s inefficiencies. 
It is these structural bottlenecks which create the 
impression that RBI and government are on 
different pages. Ultimately if inflation is not 
controlled it leads to a vicious cycle of low 
growth in the long run. 
 
Hence if the RBI‘s monetary policy is aimed at 
inflation targeting with sound backing by the 
government through fiscal consolidation by 
removing structural defects without 
compromising on social justice and growth needs, 
there is no reason to assume that both are 
working in opposite directions. 
 
 

Q- How can capital inadequacy problem 

of banks, especially public sector banks, 

be addressed in India? Explain. (200 

Words)  

 
(capital adequacy is a general term, and since 
banks are vulnerable more due to external shocks 
so have put this in liberalization)  
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The quantum of non performing assets and risk 

weighted restructured assets have crossed the 

double digit mark for public sector banks as they 

Indian banking sector faces immense pressure to 

transition to capital adequacy requirements under 

Basel III norms. 

Since, the banking sector in a developing country 

cannot turn a bind eye to its priority sector 

commitments or financial inclusion, any 

improvement in the state of capital inadequacy 

has to be corrected through re-capitalization. The 

focus of re-capitalization, as emphasized under 

Basel III norms, must be Tier 1 equity capital. 

* The Government must dilute its stakes to a 

minimum possible level in public sector banks 

facilitating entry of the private sector investment, 

efficiency and technology. However care must be 

taken to provide a basic security net for employee 

wages and pensions in such a transition. 

* Budgetary funding as a means to re-capitalize 

the ailing banking sector is a quick fix solution 

that may be unsustainable in the long run given 

the pressures of fiscal consolidation and the 

potential squeeze on welfare finances. 

* Consolidation of small public sector banks 

sectorally and regionally may contain risk 

exposure due to economies of scale and 

streamlining of operational costs. However, the 

move must be pre-empted with a detailed study 

on its impact on financial inclusion. 

* The SARFAESI Amendment Act, 2012 

prohibiting stay orders from Debt Recovery 

Tribunal for attaching collateral assets and fast 

tracking of repossession and bankruptcy 

procedures will also help banks clean up their 

books and act as a deterrent to defaulters. 

The issue of capital inadequacy of the banking 
sector must be addressed on a priority footing in 
a sustainable manner to restore the resilience of 
this vital institution in a turbulent global 
economy 
 

 

Q-In the Indian context, what do you 

understand by Shadow Banking? Is it 

regulated by RBI? If not, examine why 

they are not regulated and why they 

need to be regulated. 

 

Shadow banks are those institutions which acts 

like bank but are not banks in reality i.e. they are 

not bounded by CRR or SLR. These banks are not 

even regulated by RBI but they are in some way 

bounded under some guidelines of 

RBI/SEBI/IRDA/govt.  

 

NBFCs comes under the category in Indian 

context. 

 

These banks are not regualted due to several 

regions: 

1. banking system is still dominant in india and 

these are in early phase of expansion. once they 

will grow such that the need for regulation will 

become compulsory then it can be regulated. 

2. these are playing important role in financial 

inclusion where SCBs are finding difficult to 

reach and operate even while suffering loss due 

to issues like opening ATM facillity. 

3. these NBFCs has not been the reason of 

banking problem in india as NPAs are mostly in 

banks not them. they have better reach and 

service which helps in loan recovery. 

However after some time, there will be need of 

regulation as they don‘t carry security of CRR , 

SLR etc unlike banks and their faultering may 

impact indian economy substantialy.  they also 

don‘t have loan recovery tribunal or loan act like 

SARFAESI. 
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Q- Why is ‗shadow banking‘ considered 

as a threat? Examine it in the global 

context with reference to India. 

 

Shadow banking are banking like activities 

offered by Non banking financial intermediaries. 

Their existence outside the regulatory ambit 

poses a threat to financial system. Occurrence of 

global financial crises of 2008 is a case to the 

point. 

 

Features of Shadow banking that makes it a threat 

are: 

(a) It is completely unregulated or loosely 

regulated. 

(b) Products offered are diverse and complex that 

may confuse investors. 

(c) Has ability to transmit risk due to its 

interconnectedness with financial system. 

 

The size of shadow banking has reached $74 

trillion according to Financial Stability Board‘s 

estimates, ie, 117 per cent of global gross domestic 

product in 2012. With such an enormous size and 

its astonishing growth rate in developing 

countries like China and India, any turbulence in 

Shadow banking has the potential of creating 

another global financial crises. 

 

In India, shadow banks are infested either with 

big maturity mismatches or do not have enough 

capital to absorb losses. Evidences also suggest 

that commercial banks are using Shadow banking 

institutions as dummy to extend loans to those 

sectors that are checked by RBI regulations, due 

to their rising NPAs.  

 

Though shadow banking increases liquidity and 

has potential to fill gaps left by commercial banks, 

its ability to create local crises like those by 

Sharada scam or Sahara are enormous. Recent 

report RBI has identified this upcoming challenge 

from the Shadow banking and RBI appointed 

Usha Thorat committee to explore shadow 

banking safeguards. 

 

Q- Explain the components and 

functions of an automatic teller machine 

(ATM). Explain the latest RBI guidelines 

in using ATMs in India. 

 

ATM(Automatic Teller Machine) is ele tronic 

telecommunication device used to withdraw 

money without the help of any bank clerk. 

 

Components of ATM are: 

a)CPU – to control the user interface and 

transaction devices 

b)Magnetic and/or Chip card reader – to identify 

the customer 

c)PIN Pad – similar in layout to a Touch tone or 

Calculator keypad, often manufactured as part of 

a secure enclosure. 

d)Secure cryptoprocessor, generally within a 

secure enclosure. 

e)Display – used by the customer for performing 

the transaction 

f)Function key buttons – usually close to the 

display or a Touchscreen used to select the 

various aspects of the transaction 

g)Record Printer – to provide the customer with a 

record of their transaction 

h)Vault – to store the parts of the machinery 

requiring restricted access 

i)Housing – for aesthetics and to attach signage to 

j)Sensors and indicators 

 

Including host processor any ATM machine need 

to have a data terminal with two inputs and four 

output devices. With the help of ATM people can 

withdraw money at any instant. Now-a-days 

ATMs are found everywhere, so people do not 

need to carry huge amount of money in hand. An 

independent ATM host can access any bank so 

any bank‘s ATM card can be used in any bank‘s 

ATM. 
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Presently a customer has to pay up to RS. 20 for 

every transaction beyond five at non home bank 

ATM per month. But according to RBI new guide 

line, it will be reduced to three transaction per 

month inclusive of financial and non-financial 

transactions and it will be effective from  coming 

November in association with National Payment 

Corporation of India. 

 

Latest guidelines by RBI give liberty for banks to 

charge their customers for non-home-bank ATM 

transactions beyond five a month, including both 

financial and non-financial transactions. 

 

The number of free transactions at machines of 

other banks has been lowered to three from five, 

in view of high density of ATMs, bank branches 

and alternative modes of payment available to 

customers. 

These new restrictions are applicable only to 

transactions made in six metro cities of Mumbai, 

Delhi, Chennai, Kolkata, Bangalore and 

Hyderabad. 

 

Q- ‗SLR is the most important remaining 

barrier to the development of a 

meaningful market for government 

securities.‖ What do you understand by 

this statement? Elaborate 

 

Statutory Liquidity Ratio is the portion of 

deposits that a bank keeps as liquid assets – Govt. 

Securities, Gold and Cash, as mandated by RBI. 

In practice most of this is kept as govt. securities. 

 

Usually, the primary market for govt. securities is 

swallowed up by the commercial/investment 

banks. In secondary market RBI along with them, 

are the players. In short, the domestic borrowing 

of the govt. is from these banks. 

 

Due to high SLR, the commercial banks have a 

high demand for ‗Gilt-Edged-Securities‘ (GES). 

Therefore the natural market-forces are not the 

ones to determine the price of GES, because of the 

perversion created by artificial demand. All the 

autonomy rhetoric apart, RBI is a statutory 

institution and an integral part of government. 

So, if the SLR is drastically reduced/abolished, 

the market will find the price of GES by itself, 

which will be competitive. This will see more 

players coming in, which will further the 

competition. This is what the given statement 

means. Such a market would reflect the 

macroeconomic realities, resist monetization of 

Fiscal Deficit and forestall demand pull inflation. 

 

The Government and economists have constantly 

emphasized the need to increase the market for 

Government Securities as it would lead to 

increased money flow for long term projects, 

specially, the infrastructure. 

 

However, the SLR norms is the single most 

barrier in the growth of this market, for below 

two reasons 

1. The Government feels safe about their 

securities with SLR norm, they have a constant 

demand from the banks irrespective of the market 

demand-supply situation 

2. Mark to Market exemption: The banks in return 

to SLR adherence gets the Mark to Market 

exemption, which protects the bank against the 

fluctuating market prices of the securities. 

However, this is leading to a major chunk of 

securities trapped under the ―cooperated safety 

plan‖ of SLR, and the G Sec market is under 

flourished. The recent RBI move to relax the 

norms for SLR have raised the hopes from 

reducing its limit further, pushing more G Sec in 

market and long term funds availability. The 

Government and Banks should in a time bound 

manner adhere to Euro Norms and follow the 

―Fair ― price principle of G secs than ‗Fixed‖ price 

principle of SLR. 
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Q--Why has RBI come out with 

‗Payment Bank‘ option? What are its  

objectives and allowed functions? 

Explain. 

 

The RBI‘s payment bank concept is based on the 
suggestion given by the Mor committee for 
financial inclusion. The RBI will provide 
differential license to open payment bank to the 
NBFC‘s and other corporates with the good past 
record and a paid up capital of at least 100 crores. 
 
The payment banks will be allowed to perform 
money transactions and open saving account but 
without giving loans. This will be helpful to the 
migrant work force which has to frequently 
transfer money. The payment banks can also be 
used as banking correspondence. 
 
Thus it will be helpful in the creation of a 
mechanism which will allow the banking to 
percolate to the 60% of the population who have 
no access to the formal banking sector. 
In the purview of scams like Sharda and Sahara, 
where people are duped by the unscrupulous 
financial institutions, an move towards 
institutionalization small transactions is a 
commendable step.  
 
Further if the initiative is able to bring the 
millions of the poor under the formal banking 
institution, it will be give a huge impetus to the 
reforms like direct cash transfers and may 
become a game changer in the public delivery 
system existing in the country. 
 

Q- Examine the ways in which RBI 

manages its funds. Explain financial 

relationship between RBI and the Union 

Government. 

RBI has two reserves – Contingency fund and 

Asset Development Fund. These Funds are 

financed by the annual surplus generated by the 

RBI. The CRR, RePOs and secondary market of G 

Sec are the sources of the said surplus 

The contingency fund is used to: 

1. Deal with the temperamental yet all-powerful 

International bond market. 

2. To mitigate monetary risks. 

3. To hedge against speculative risks in currency 

market. 

4. To act as a lender of last resort. 

The Asset Development Fund is supposed to be 

used to invest in its own subsidiaries. It can also 

be accessed for contingency operations, in times 

of dire emergencies. 

RBI acts as the banker to govt. of India. It 

regulates the money market in consultation with 

the MoF which informs the decisions with inputs 

from the fiscal side. Usually, RBI transfers the 

surplus to govt. after appropriation of reserve 

funds. This year they transferred the entire 

surplus. RBI has a degree of autonomy that lets it 

check reckless expansionary fiscal policy. At the 

same time it is firmly under the govt. control so 

that it‘s monetary policies are not out of step with 

the general economic policy, and is in tandem 

with fiscal policy. 

Q- Critically examine why there has 

been an increase in bad loans in banks 

in India. Comment on government‘s and 

RBI‘s response to tackle this problem. 

 

Bad loans (NPA) are mostly the concern of PSB. 

They increase because: 



INSIGHTS SECURE PAPER – 3 COMPILATION OF QUESTIONS AND ANSWERS 

 

http://insightsonindia.com   Page 23 
 

1. Credit-worthiness of debtors is not properly 

assessed. 

2. General ―bust‖ in business-cycle following 2008 

recession rendered previously worthy customers 

insolvent. 

3. Lack of professionalism and profit-motive in 

PSBs. 

4. No institutional checks on providing large 

loans at concessional rates to failing corporate in 

the name of keeping it solvent. 

 

Govt. Response and RBI response: 

1. SARFAESI Act to simplify and quicken revenue 

recovery. 

2. Re-capitalization of PSB. 

3. Banking reforms to inculcate professionalism 

and accountability. 

4. Pvt Banks to present competition to PSB. 

5. KYC norms compulsory: Individual small 

defaulters checked. 

6. Cap on loans without collateral. 

7. CIBIL/CRICL: Centralized credit history 

database 

8. Nayak committee on Banking Reforms: 

Recommended reducing govt. share in PSB to 

<49%, security of tenure for CEO etc. 

 

The bad loans increase in the banking system due 

to two major reasons 

1. Bad lending practices: The bank management 

gives the loans even to people with low 

credentials, repeated defaulters, even due to 

personal alliances. 

2. Bad macro-economic situation: When easy 

money from abroad flows into the system, 

everyone wants to get the loan to expand the 

business. The banks are also willing to lend as it‘s 

a win-win situation for everyone. But they miss 

on creating complete business cycle and when the 

money flow slows down they have to leave the 

project half way causes loss and NPA. 

 

The Government and RBI have introduced 

following measures to tackle the NPA 

1. SAFAESI Law: It provisions the restructuring 

of the NPA 

2. RBI is planning to set up the Centre Repository 

of Information on Large Credits (CRICL), it will 

help the lenders to access the credit history 

borrowers 

3. Special Mention Accounts to identify the NPA 

at the earliest stage 

4. Joint Lender Forum will get the notification as 

soon as any loan reached the level of SMA 2 

 

All these measures can certainly help tackling the 

NPA. However, the Government and RBI needs 

to extremely cautious as the global Political and 

Economic condition is in doldrums today 

 

Q-Discuss the role of RBI in the 

management of Indian foreign exchange 

market. (150 Words) 

 

Under the managed floating exchange rate 

regime,the RBI plays an important role in 

maintaining the stability of the Indian Rupee in 

the foreign exchange market. 

Role of RBI in the foreign exchange market can be 

enumerated as follows: 

1)In view of the Foreign Exchange Management 

Act(FEMA) RBI plays an important role in 

facilitating external trade and payments. 

2)RBI also acts as a custodian of a basket of vast 

reserves of international currencies, 

3)In wake of severe depreciation the RBI may 

even resort to selling its own foreign reserves to 

shore up the rupee and prevent further 

depreciation. 

4)The RBI also tries indirectly to affect the rupee 

exchange rate through monetary measures like 

term rate,MSF rate that affects the liquidity in the 

market. 

In wake of recent severe depreciation of the rupee 

vis-a-vis the dollar the role of RBI in foreign 
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exchange management has gained immense 

importance,however if the fiscal policy of the 

government is not in sync with the RBI‘s 

monetary policy there is little RBI can do with the 

limited instruments at it‘s disposal. 

 

Q- In the Indian context which factors 

affect the profitability of banks? 

Explain. (150 Words) 

 

The profitability of banks are an important 

indication of soundness of any economy. the 

factors which affect the profitability of any bank 

are as follows:::– 

1. Cost of funds i.e. costly borrowing by banks 

will ultimately decline its net interest margins 

(NIMs) of loans given. 

2. High inflation leads to low deposits as 

depositor prefer physical gold as savings so 

banks lend from costly source. 

3. Low rate of economic growth means companies 

running slow, they cannot repay in time, banks 

face larger defaulters so more NPA‘s and lastly 

leading to larger write-offs. 

4. domestic savings are directly proportional to 

the cheapness of bank loans, lower the domestic 

savings as it is now only 22% leads to banks 

having less deposits and they borrow more from 

RBI which is costly. 

Lastly we can sum up that factors like economic 

growth, amount of domestic saving inflation, 

credit worthiness of borrower of a bank decides 

its profits. 

 

Q- What are the benefits and risks of 

throwing open the financial sector to 

foreign banks in India? Explain. (200 

Words) 

 

The issue of opening up financial sector for the 

foreign banks never had an easy answer. Now 

after the 2008 crisis and exposed weakness of the 

big name of the likes of JPMorgan Chase, the 

issue has gone more skeptic. 

 

Apart from bringing the FDI to the country, 

foreign banks expands financial intermediation, 

lower the cost of financial services and reduction 

of solvency risk. 

 

The risk involved are they increase credit risk, 

potential for capital flow volatality and cross 

border contagion. Large foreign banks also 

increase the scope of regulatory arbitrage via 

subsidaries, branches, non bank financial 

institution owned by foreign banks and cross 

border loans. 

 

Foreign banks are more exposed to the risk of 

sharp slowdowns or reversal in bank 

intermediated capital flows. 

 

However, a deep and vibrant financial market 

tents to counter the ill effects of capital volatality. 

The Decisions on the issue has to be based on the 

cost-benefit trade of, to minimize the risk of 

foreign banks. 

 

Q- Do you agree with the proposal that 

privatisation of public sector banks is 

need of the hour to reform banking 

sector in India? Critically comment. 

 
Entrusted with the task of enhancing the 

penetration of banking services within interiors of 

the Nation, the public sector banks are 
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shouldering responsibility of disbursing pensions 

to priority sector lending.  

 

Despite high unsustainable non performing assets 

and poor service model, the public sector banks 

are catering to the non target population left 

untouched by the radar of Private sector banks. 

 

With the proposal of privatisation of public sector 

banks making teh rounds (as suggested by PJ 

Nayak Committee), it is noteworthy that selling 

government stake without turning them around 

may amount to a gross scam. While innovations 

such as external independent directors on board 

public sector banks is a welcome change ensuring 

good governance, but this model is yet to prove 

its worth, owing to failure of many private banks 

outside India. 

 

Hence need of the hour is to restructure the 

lendings and improve the quality of assets and at 

the same time inculcate good corporate 

governance in the public sector banks. This may 

include minimizing ministerial interference in the 

day to day banking decisions. Only then can we 

assure a sustainable & inclusive healthy banking. 

 

Indian banking system, dominated by Public 

Sector Bank, is undergoing one of the rough 

patches due to increase in non performing assets. 

At a time when NPAs of publics sector is rising at 

a higher rate with respect to their private sector 

counterparts, privatisation of Public sector banks 

is being presented as a panacea to reform the 

banking sector. 

 

We need to understand that private sector banks 

are doing better not just by virtue of being 

privately owned. Their goals and operational 

settings are a lot different vis a vis the public 

sector. They are performing well because they are 

more focussed on retail segment, working capital 

and wealth management, While public sector 

bank are focussed on the development role. Over 

a long period of time there is convergence in their 

performances. 

 

It can be said Public sector banks are doing badly 

because their boards are dysfunctional. Directions 

from finance ministry are implemented without 

putting in much thought or risk assessment. 

Obviously, there is need to free public sector 

bank‘s board, from the clutches of day to day 

control of government. At the same time, we need 

to understand that during financial crisis biggest 

banks in USA and UK failed not due to lack of 

professionals in their boards but due to lack of 

questioning by the directors of the company. 

Meaningful participation of independent 

directors as per new norms of SEBI is a step in 

right direction. 

 

Further, government ownership of banks was one 

of the reasons for stability of Indian banking 

system at the time of financial crisis of 2007. Past 

experience also shows that it is possible to induce 

competition and enhance efficiency in public 

sector banks without jeopardising stability of 

Indian banking system. 

 

 

 

Q- Examine the problems faced by 

insurance sector in India. In your 

opinion, what reforms should 

government introduce to boost the 

sector? Explain 

 

Problems faced by insurance industry in India : 

a. Uncertain regulatory environment – In last 

couple of years due to changing guidelines of 

IRDA insurance companies were forced to change 

their complete product line to comply with it. 

b. Misselling by sales agents created a negative 

image of insurance and insurance products and 

led to strict regulatory action which proved to be 

counterproductive to growth. 
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c. Lack of capital to expand and sustain 

operations. This is leading to cost cutting by the 

insurers ultimately leading to contraction in the 

industry. 

d. Lack of financial awareness among people has 

forced insurance companies to indulge in these 

activities to create demands for their products. 

e. Banks are bound to a single insurer for acting 

as their corporate agent, limiting the scope for 

small players. 

Reforms required : 

a. Infusing capital by allowing 49% FDI in 

insurance sector. 

b. The increase from 26% to 49% should be on 

account of new capital infusion only. 

c. Open architecture: allowing banks to become 

corporate agents for multiple insurers. 

c. Creating more stable regulatory environment, 

balancing between regulatory checks and creative 

space for product innovation. Insurance sector in 

India is hugely under-developed both in terms of 

penetration and density. On some estimates,only 

6 per cent of Indians are covered by some form of 

insurance. 

 
Insurance sector woes are due to both supply side 
and demand side problems. On the supply end, 
insurance sector is grossly capital starved; it 
limits the range of insurance reach and products 
available for the consumer. There are very few 
product innovations in non-life insurance 
sector. For example, many Indian industries are 
not able to export their products because the 
importers demand their orders to be covered by 
insurance, and the exported can find no Indian 
insurance company providing such insurance 
products. 
 
On the demand side, there are multiple 
interlinked factors. First, a large share of our 
labour force is in unorganised and informal 
sector. These sectors are notorious for not 
providing any social security cover to their 
workers. Then there are problems regarding 
awareness and credibility deficit. 
 

Government can address these problems at 
multiple level. First, insurance amendment bill 
which is pending in RajyaSabha since 2008 needs 
to be passed. 
 Competition from LIC: LIC as the public sector 
insurer has emerged as the largest insurance 
company in the country leaving other companies 
with little space to expand in this segment. 
 
Government steps : 
a) Allowing greater FDI in the insurance sector. 
This will provide the sector with the much 
needed cash to expand its services across 
b) Financial Education: The citizens should be 

made aware of the importance of risk mitigation 

via the insurance products and should be 

encouraged towards getting insured) Relaxing 

the regulatory hurdles towards introduction of 

newer products by implementing the FSLRC 

recommendation of a unified financial regulator. 

 

 

 

 

Q. What to do you understand by mis-

selling? Critically comment  on existing 

regulatory mechanism to check this 

practice by the banks. 

 
Mis-selling broadly means unfair or fraudulent 

practices in soliciting or selling policies mostly of 

third party not sought by the customer. It 

generally means the bank has sold products to 

customers which is different from what they 

wanted or bank promised. In past few years there 

is a rising number of mis-selling by banks which 

could effect the consumer‘s confidence in 

insurance products, not good for tapping savings 

for long term investments for the economy. 

Insurance regulatory and development authority 

has taken a number of steps to regulate mis-

selling. Irda‘s regulation ,2002 provides a 

framework for complete disclosure which also 

includes an option of ―free look cancellation‖ 
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where customer can cancel his policy within the 

window period of 15days. 

 RBI has designed a TCF(Treat consumers fairly) 

policy where the onus lies on the banks to prove 

that they have acted in the best interest of the 

consumer. 

The regulations dint deter banks from mis-selling 

as they have found out different avenues to cheat 

customers. The free look cancellation policy has 

been overlooked as generally customers receive 

the policy lately and thus customer get insuffient 

time to read terms and cancel the policy. TCF 

policy has still many lacunae which banks use for 

their own personal interest. The central bank has 

failed to create a general awareness among the 

consumers so that they understand it is 

imperative to read all terms before signing a 

policy and also understand that insurance is a 

risk product rather than investment product.  

 Banking Ombudsman is a toothless mechanism 

having few powers to put heavy penalties on the 

mis-sellers 

Ultimately it‘s the simple products and greater 

awareness among consumers would help 

reducing mis-selling by banks in India. 

 

Inflation 
 

Q--What are the causes of persistently 

high food inflation in India? In your 

opinion what measures should be taken 

to tame this inflation? Explain. 

 

India is witnessing an unprecedented levels of 

food inflation in recent years. Despite all the 

monetary tightening by RBI, this remains 

stubborn and high. 

Food inflation in India is largely driven by 

supply=side constraints. There are huge 

infrastructure bottlenecks in the whole supply 

chain,so what reaches at market is quite low than 

the production at farm.Then there are procedural 

issue like APMC act, which are anachronistic for 

today‘s economy; financialisation of commodities 

at the national and international levels is also a 

major reason driving prices upwards. These 

market speculative activities earn the hoarders 

and investors huge profits without adding any 

real value to the product. India is also undergoing 

a change in eating habits pattern across the board; 

people are eating more protein rich food- fish, 

milk, eggs etc. But the cropping patterns and farm 

production are not transforming according to 

market demands for the following reasons. The 

MSP regime and subsidy support to the farmers 

is hugely flawed; it gives wrong input and output 

signals. 

  

The subsidy regime in India needs a major 
rebooting. It should ensure that agriculture sector 
becomes market-resilient and market- driven. The 
subsidies should be targeted, measured and 
enabling not patronising. The fruit and vegetables 
should entirely be removed from APMC act 
obligations. Instead of huge signal- distorting 
subsidy roll our government should rather invest 
in infrastructure. 
 

Q-How does inflation affect 

development? Examine the role of RBI 

in containing inflation. (200 Words) 

 

Inflation is essentially the price rise which erodes 

the value of the money. Inflation is chiefly the 

result of gap between the demand and supply. If 

the demand is high without sufficient supply, the 

price is naturally to be raised. 

 

Inflation effects the growth in the long run and 

since development in intrinsically related to 

growth, it also gets affected. Inflation causes the 
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interest rates to be raised for the industry which 

in turn increases the prices of the goods. On the 

other hand, the investors find that the interest 

rate is often less or only marginally higher than 

the inflation rate. Hence, they effectively do not 

get any increase in the value of their savings. 

 

The RBI in its pursuit to contain inflation has 

taken many steps and used its power in the 

money market and banking. Tools such as CRR, 

repo rate, MSF and bank rate are regularly 

changed to address the need of the market and 

inflation. There are many other steps taken such 

as releasing dollars in market to stabilize the 

rupee, selling securities to pump more money 

into the market etc. 

 
Inflation effectively reduces the purchasing 
power of the individual which directly affects the 
growth and development. It also then reduces the 
chances of financial inclusion. Hence, RBI as the 
chief banker plays an important role with critical 
implications 
 

Q- What are inflation indexed savings 

bonds? Why have they been introduced 

in India? Explain their benefits. (200 

Words) 

 
Inflation indexed savings bonds are bonds or 
National saving certificates issues by government 
where principal is linked to inflation.Investor 
would be periodically paid with a coupon 
interest, with a change in interest w.r.to. 
consumer price index. 
 
These bonds have been introduced by 
government to curtail the rising gold 
imports,considered as a safer option to hedge 
portfolios by investors,which can help in 
reducing CAD and export import imbalance in 
trade. But it would be very dificult to fully check 
rising gold invstments because lot of people buy 
it for personal consumption. 
 

These bonds offers benefits in terms of security 
against inflation to all retail investors.Returns are 
higher as compared to other investment 
options.Early redemption option is also available 
with some conditions.It offers more choices to 
investors for diversifying their portfolios and 
offers protection against price rise. 
 
For fully realising the fruits of these 
bonds,Government need to come up with more 
incentives to woo investors like making 
investment in these bonds as tax free ,lesser 
formalities etc 

 

Q- What are retail inflation indexed 

securities? Why has RBI promised to 

introduce them in India? Explain. (200 

Words) 

 

RIIS are the securities which are indexed with the 

Wholesale Price Index in order to immune 

investors from fluctuating & rising Inflation.RBI 

already have launched Inflation Indexed Bonds 

(IIB) where the principal & interest both are 

linked to WPI. 

 

The main intention of RBI is to provide an 

alternative investment instrument to the investors 

who are wary of inflation concerns and invests in 

physical assets like gold etc. In the backdrop of 

burgeoning current account deficit which is 

partly due to increased gold import; hence RBI 

came up with these RIIS 

 

However, the performance of IIB is not 

satisfactory since it did not attracts a large 

number of investors. In order to make these 

securities some more features can be added like 

there should be option to liquidate etc. 
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Q- What measures does government 

usually take to tame rising food 

inflation? Explain (200 Words) 

 

Food inflation hits mostly to the common man. 

Government adopts a number of measures to 

control food inflation. Some of these are:- 

• Curb illegal hoarding and speculation of 

agricultural produce by traders. 

• Stop future trading in food crops. 

• Promote expansion of cold storage for storing 

perishable produce for lean period and reduce 

wastage. 

• Stop exporting those food items or increase the 

minimum export price to deter export. 

• Import food from international market if prices 

are low compared to domestic price for short 

period of time. 

• Starts programs like NFSM and green 

revolution in east India to increase production 

and productivity. 

• Liberalization of FDI sector in retailing to 

attract foreign investment in back end storage 

facility. 

• Mitigate domestic supply shocks due to 

droughts or deficient rainfalls, by spending more 

on agricultural research. 

• Bring amendments to the state APMC act 

according to the model APMC act 2003. 

 

 

Q-―The CPI-WPI gap underscores the 

dilemma faced by monetary policy.‖ 

Examine in the light of recent data 

released on CPI and WPI. (200 Words) 

  

 What is CPI ? 

  

A comprehensive measure used for estimation of 

price changes in a basket of goods and services 

representative of consumption expenditure is 

called consumer price index. 

  

Its opposite to WPI as wholesale sale price is 

considered there. 

  

A comprehensive measure used for estimation of 

price changes in a basket of goods and services 

representative of consumption expenditure is 

called consumer price index. 

  

 It is one of the most important statistics for an 

economy and is generally based on the weighted 

average of the prices of commodities. It gives an 

idea of the cost of living. 

  

 What is the issue ? 

  

the latest Consumer Price Index (CPI), which is a 

measure of the average change over time in the 

price paid by urban households for a set of 

consumer goods and services. 

  

 A major reason for the divergence between the 

CPI and the WPI is the former's higher weight on 

food items 

  

However, the CPI-WPI gap underscores the 

dilemma faced by monetary policy. 

  

Core CPI inflation - that without food and energy 

prices being counted - persisted at above eight 

per cent, strongly suggesting that inflationary 

pressures were still persistent. On the other hand, 

core WPI inflation (non-food manufacturing), 

though slightly higher this month, has been at or 

below three per cent for some time now. This 

reflects the relatively weak pricing power of 

producers of goods, who are unable to pass on 

the higher prices of their inputs to their customers 

  

The divergence can perhaps be explained by the 

services component of the CPI, whose rate of 

price increase is closely linked to wage increases, 

which, in turn, are predominantly driven by food 

prices. 

http://www.business-standard.com/search?type=news&q=Monetary+Policy


INSIGHTS SECURE PAPER – 3 COMPILATION OF QUESTIONS AND ANSWERS 

 

http://insightsonindia.com   Page 30 
 

 

  

Q- What measures does government take 

to tame high inflation? Explain why 

maintaining optimum inflation rate is 

very important for the economy. (200 

Words) 

  

Inflation is defined as a sustained increase in the 

general level of prices for goods and services. It is 

measured as an annual percentage increase. 

  

Why inflation : Cost push and demand pull 

Inflation 

  

There are several variations on inflation: 

 Deflation is when the general level of 
prices is falling. This is the opposite of 
inflation. 
  

 Hyperinflation is unusually rapid 
inflation. In extreme cases, this can 
lead to the breakdown of a nation's 
monetary system. One of the most 
notable examples of hyperinflation 
occurred in Germany in 1923, when 
prices rose 2,500% in one month! 
  

 Stagflation is the combination of high 
unemployment and economic 
stagnation with inflation. This 
happened in industrialized countries 
during the 1970s, when a bad 
economy was combined 
with OPEC raising oil prices. 
  

Effects of Inflation: 

  

1. Inflation redistributes wealth from 
creditors to debitors.. Lendors and 
borrowers benefit out of inflation.(as there is 
no benefit giving loan at same ROI) 

2. Lenders=pressure of high lending 
3. Higher inflation= shows higher increase in 

Demand and less supply 

4. Investment----Long term = loss ; short 
term= benefit= as higher inflation = higher 
demand = investors invests more to increase 
production level and also higher inflation 
lowers the cost of loan 

5. Savings rates increases = short term 
inflation & for long term inflation= depletes 
savings 

6. Taxes=  Direct and indirect taxes will 
increase, surcharges will increase, tax 
collection will delay 

7. Exchange rate= currency depreciates and it 
also depends on the inflation of other 
countries. 

8. Export=it gets benefit 
9. Imports= advantage in general due to high 

inflation because of lower imports but its 
loss for importing compulsory items. 

10. Trade balance=developed countries will 
benefit = developing counties will be at loss 

11. Employment= increases in short run = 
neutral and even negative in long run. 

12. Wages= face value increases but real value 
decreases= government gives dearness 
allowance 

13. Self-employed= neutralizing effect in short 
term but in long term its also get affected. 

14. Economy=healthy when its in range= 
inflation if mild is tonic and if high its 
poison for the economy. 
  

Inflation In India 

  

WPI=used for macro level policy making 

CPI=used for micro level analyses  

  

Wholesale price Index 

  

 Base  year=2004-05 released in sept,2011 

 Commodities=670 

 Maximum share=manufactured 
good(64.97%)> primary articles(20%)>Fuel 
& power (14.91%) 

 First set of data i.e manufacturing product 
are released on monthly basis  

 Second set of data i.e primary and energy 
and fuel is released on weekly basis. 
Earlier Government  used to give weekly 

primary and food inflation data based on 

http://www.investopedia.com/terms/d/deflation.asp
http://www.investopedia.com/terms/h/hyperinflation.asp
http://www.investopedia.com/terms/s/stagflation.asp
http://www.investopedia.com/terms/o/opec.asp
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the Wholesale Price Index. But this practice 

has been discontinued since 2012. 

  

 Calculated by Office of Economic Advisor 
Under Ministry of Commerce and Industry 

 Now its more realistic after revision= better 
decision making and policy intervention 
  

 Doesn‘t cover services. 

 it‘s calculated using Laspeyres formula. 
  

 Tool used for 

       ---various policy making 

       ---monetory policy  by RBI 

       --- Escalation costs of various contracts 

  

WPI vs CPI difference? 

  WPI CPI 

(reformed 

in 2012) 

Compiled 

by 

Economic advisor CSO 

Ministry Commerce 

ministry 

Statistics 

ministry 

Includes 

services? 

No Yes 

Baseyear 2004 2010 

Items 

included 

676 200 

Known as 

Headline 

inflation? 

Yes no 

Importance When RBI and 

Government 

make policies, 

they mainly pay 

attention to this 

number. 

Not much 

  

  

Steps taken by Government to curb 

inflation 

  

Via import 

1. Govt reduced import duties for wheat, 
onions, pulses, and crude palmolein 
were reduced to zero 

2. Govt. allowed duty-free import of 
white/raw sugar. 

3. Govt. imported pulses and edible oils 
and distributed them at subsidized 
rate. 

 

Via bans / coercive measures 

1. Govt. put ban on onion export for 
short periods of time whenever 
required 

2. Govt. suspended futures trading in 
rice, urad, tur, guar gum and guar 
seed. 

3. Govt. banned exports of edible oils 
(except coconut oil and forest-based 
oil) and edible oils. 

4. Govt. imposed stock limits on certain 
essential commodities such as pulses, 
edible oil, and edible oilseeds and rice. 

5. Increased excise duty on gold. 
 

Via schemes 

1. Govt. has been giving rice and wheat 
to poor  families at very cheap rate 
under the Antodyaya Anna Yojana. 

2. Govt. allocated huge amount of 
foodgrain under the targeted PDS 
(TPDS). 

3. government has allocated rice and 
wheat under the Open Market Sales 
Scheme (OMSS) 

4. direct cash transfer. 
5. Introduced Rajiv Gandhi 

Equity  Saving scheme (with tax 
benefits) to make people invest money 
in it, rather than in gold. 

6. Food security Act 
 

Via Policy/Act 

1. Recently the government permitted 
FDI in multi-brand retail trading. This 
will improve logistical facilities 
connecting farmers with the final 
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consumers and cut down the 
middlemen. 

2. The States of Madhya Pradesh and 
West Bengal have recently waived the 
market fee on fruits and vegetables. 
Such waivers are expected to promote 
investment private sector in the 
infrastructure necessary for transports 
and processing of fruits and 
vegetables. 

3. Budgetary provisions for improving 
storage and warehousing facilities, 
creating infrastructure for aquaculture 
etc. 

  

Why Govt could not control inflation? 

 From above points, it seems 
Government did lot of things to 
reduce inflation. Then why are we not 
seeing any good results? 

Export bans = uncertainty 

 Because, to fight food inflation, govt. 
started imposing ban on exporting 
some food commodities, increased and 
decreased the duties on import/export 
as necessary. 

 While this may look a good solution 
for the short term but in long term, 
this creates uncertainty for 
businessmen, farmers. 

 It reduces their incentive to produce 
more, because they‘re not certain 
whether govt. will allow them to 
export or not? (for example Sugarcane-
>sugar, onion etc.) 

 So indirectly, this affects employment 
and income of people => leads to more 
inflation. 

Export bans = CAD 

 When Government  puts ban on 
export of xyz item, that means India 
receives that much less foreign 
exchange (dollars). So this increases 
the Current Account deficit (CAD). 

 When CAD increases = rupee weakens 
against dollar = crude oil become 
expensive for us = inflation in 
everything. 

Therefore, export bans are like firefighting / 

short term quickfix solutions. They donot 

solve the fundamental problems of Indian 

economy, infact they worsen it in long run. 

Black money and gold purchase 

 All Government schemes = leakage, 
corruption. And corruption =black 
money. And black money is mostly 
invested in gold and real estate. 

 So demand of gold forever high= high 
current account deficit = rupee 
weakens against dollar= crude oil 
price increases = petrol/diesel price 
increases = even more inflation. 

 Government did try to hike excise 
duty, make PAN cards mandatory for 
high value gold purchase and even 
thought of putting bans on gold 
import. But these moves have been 
heavily opposed by the jeweler lobby, 
hence Government has shied away 
from doing anything ―radical‖ to stop 
the gold consumption. 

 Besides a small hike of 2-3% in gold 
excise duty doesn‘t prevent those bad 
guys with black money from  buying 
gold! And  Government hasn‘t done 
much to stop the Black money / 
corruption either. 

FDI and infra= No quick results 

 You have read and heard this ten 
thousand times that FDI in multibrand 
retail = no middlemen = less inflation 
in food. And similarly cold storage, 
and food processing infrastructure= 
less wastage. 

 But, suppose Government allows 
wallmart on Monday, that doesn‘t 
mean from Tuesday Wallmart will 
start running and from Wednesday 
inflation will be gone. All these things 
take months and years to get file 
permission, construction, hiring and 
training employees, setting up supply 
lines etc. 

Environmental clearances 

 Many coal and mining projects are not 
cleared due to environmental issues. 

 This has affected the electricity and 
raw material supply = input cost 
increased in manufacturing 
sector=inflation. 
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Fiscal consolidation 

Government is on the path of ―fiscal 

consolidation‖ so it increased the prices of 

petrol, diesel and reduced the number of 

subsidized LPG cylinders. These moves 

have increased the inflation. 

  

Steps taken by RBI to curb inflation 

  

RBI  Changes Rates.So what will be the 

impact on liquidity when RBI changes these 

rates? 

Rate When rate is 

increased 

When rate is 

decreased 

CRR Liquidity 

decreases 

Liquidity 

increases 

SLR Liquidity 

decreases 

Liquidity 

increases 

Repo 

Rate 

Liquidity 

decreases 

Liquidity 

increases 

 Note: RBI doesn‘t need to change 
reverse repo rate, because they 
automatically keep it 1% less than repo 
rate. (1%= 100 basis points). 

 In winter, the supply of green 
vegetables is high so their price goes 
down. But in summer, their supply is 
low, so price goes high. Same is the 
link between liquidity and interest 
rates. 

 When liquidity increases = loan 
interest rate decreases. 

 When liquidity decreases = loan 
interest rate increases = harder to get 
loans for home, car, bike, business. 

RBI focused its monetary policy on two 

objectives 

1. Control inflation. 
2. Facilitate growth. 

 But It has been very difficult to do 
both these things at the same time. 
Because if RBI wants to control 
inflation, then it needed to reduce the 
liquidity= RBI had to increase repo 
rate, CRR. But this type of tight‖ 

monetary policy badly affects both 
producers (businessmen) and 
consumers. Why? 

 But when repo rate is increased= 
liquidity decreased= difficult to get 
loans for home, car, bike etc.= demand 
down + difficult for businessmen to 
get loans = this hurts the businessman 
and whatever hurts the businessmen – 
also hurt the GDP and employment. 

To put this in refined words: the tight 

monetary policy of RBI decreased the flow 

of 

credit (loan) to productive sectors of 

Economy and hence negatively affected the 

growth. 

 But due to inflationary pressures, RBI 
followed tight monetary policy during 
2010-11. 

 During this period, RBI raised policy 
rate (repo rate) by 3.75%= repo rate 
was increased from 4.75 per cent to 8.5 
per cent. Check the following chart. 

 But this move has backfired: global 
economy was progressing slow  (due 
to problems in EU, and USA not yet 
fully recovered) => so, this tight 
monetary policy actually contributed 
to a sharper slowdown of Indian 
economy than anticipated. 

 GDP growth rate fell down from good 
9+% to around 5-6%. 

CRR rates 

RBI kept increasing CRR rates to curb 

inflation. But from 2012 onwards, RBI has 

started decreasing the CRR. 

SLR rates 

RBI hasn‘t changed SLR much in last three 

years = 23% 

  

Why RBI couldn‘t control inflation? 

 We‘re facing inflation because there is 
mismatch between supply and 
demand. 

 Supply (of food, gold, houses, 
everything) is low 

 While demand of those items 
(particularly food) is high (because 
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population is high, the income levels 
of public has increased). 

 Now think about this: What can RBI 
do? It can only increase the interest 
rates. 

 While increased interest rates may 
decrease the demand of houses, cars, 
bikes but it cannot directly decrease 
the demand of food, milk and other 
essential commodities. 

 In other words, Interest rates cannot 
change the dietary habits of people, 
not at least in the short term. 

 Besides, high interest rates make it 
difficult for businessmen to borrow = 
less new projects = less new 
employment, less GDP. 

 Therefore primary solution to fight 
India‘s inflation =Increase the supply 
of food items. 

 But this will requie thorough revision 
of the way govt. treats agriculture, 
allied activities, food processing and 
infrastructure. Small farms, disguised 
unemployment, heavy reliance on 
monsoon : all these issues must be 
addressed in comprehensive manner. 

Way ahead 

For RBI 

 World Bank‘s report (January 2013) 
says prices of most of the global 
commodity prices are expected 
decrease in 2013 and 14 (except for 
metals.) 

 However, as per the assessment of 
RBI, global economic and financial 
conditions are still fragile. So they‘re 
not providing any growth stimulus to 
the economy. (for example, if situation 
in Europe and America was good, 
they‘d have been importing a lot more 
goods and services from India= India‘s 
GDP could increase.) 

 So in that context, even if RBI 
drastically reduces repo or CRR, that 
won‘t do much good to economy. 

For Government 

 tackling the ―supply side bottlenecks‖ 
take months and years. 

 So in the mean time poor people must 
be protected from the inflation. 

 That‘s why govt. needs to continue 
giving welfare schemes and subsidies. 

 But such support must be ―targeted‖ 
to the right beneficiaries: that‘s where 
UID/Aadhar, Direct cash transfer 
comes into picture. 

 Other than that, Government  needs to 
continue pushing for fiscal 
consolidation, deregulation of sugar 
pricing (as per Rangarajan‘s 
recommendations), and other policy 
initiatives. 

 

Q-What is the difference between 

headline inflation and core inflation? 

Explain why low inflation is very 

important for high economic growth. 

(250 Words) 

 

Headline inflation is measured on the consumer 

price index, i.e. the price to buy, fixed basket of 

commodities. In relation to a base year, generally 

the same month of previous year, the Headline 

inflation is measured for the current month.  

Whereas, Core inflation, is headline inflation, but 

without accounting the volatile products such as 

energy and food articles, which are bound to 

fluctuate due to situational changes. Hence, core 

inflation provides a more balanced and long term 

view , helpful for long term planning etc , in 

contrast to headline inflation, which gives the 

immediate scenario, affecting the common man, 

and wanting other measures by the government 

and central bank. 

 

Low inflation is very important for high economic 

growth, because, it serves as trigger to influence 

the sentiments of investors both domestic and 

foreign, the exchange rate of currency, the 

international competiveness. The wage hike of an 

employee do not bear him any returns , if the 

http://mrunal.org/2012/10/economy-recommendations-of-vijay-kelkar-committee-on-fiscal-consolidation-roadmap.html
http://mrunal.org/2012/10/economy-recommendations-of-vijay-kelkar-committee-on-fiscal-consolidation-roadmap.html
http://mrunal.org/2013/01/economy-sugar-pricing-decontrol-rangarajan-committee-frp-sap-meaning-issues-explained.html
http://mrunal.org/2013/01/economy-sugar-pricing-decontrol-rangarajan-committee-frp-sap-meaning-issues-explained.html
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inflation rate is higher than his hike rate, hence 

compromising his savings.  

This way, savings reduce, which further impact 

the investments, thus production of the country 

in a cyclic manner. Secondly, the PPP of the 

currency reduces in wake of high inflation, 

distorting the exchange rate, hence the trade i.e. 

exports of the country. Even the volatility in 

currency, owing to high inflation create 

detrimental atmosphere for foreign investments.  

Thus all these, contribute towards impeding the 

economic growth of the country. India, also been 

through this phase recently, the trigger was same 

High inflation due to high demand infused by the 

government during the global recession. This 

accelerated further effects leading to low growth 

of the country. 

 

Committees & Bills 

Q-What were the important 

recommendations of  Narasimham 

committee (1991) on banking reforms? 

Have those recommendations been 

implemented so far? Examine. 

 
Answer- 

 The Narasimham commitee of 1991 on 

banking reforms was established to 

evaluate the spread of banking system 

after three decades of nationalisation and 

to enhance the financial system of a 

economy which was redefining its role 

with every passing year of independence. 

   

 Narasimham Committee on banking 

Sector Reforms was set up in 1991.There 

were two Narasimham Committees. 

Narasimham Committee –I was formed in 

1991 and Narasimham Committee –II was 

formed in 1998 and both were related to 

Banking Sector Reforms. First 

Narasimham committee submitted its 

report in November 1991. It recommended 

the following: 

 1. The Narasimham Committee had 

recommended that the SLR should be 

 reduced to 25% over the period of time. 

 2. The Narasimham Committee 

recommended that CRR should be 

reduced to 10% over the period of time. 

The impact of reducing the CRR and SLR 

was that now more funds of the banks 

could be deployed to some more 

remunerative loan assets. 

 3. The Narasimham Committee 

recommended that the Priority sector 

should be redefined and it should include 

the following: Marginal farmers, Tiny 

sector Small business and transport 

operators, Village and Cottage 

 Industries 

 4. Narasimham Committee recommended 

that there should be a target of 10% of the 

aggregate credit fixed for the Priority 

Sector at least. 

   

 Reduction in the Statutory Liquidity Ratio 

  Reduction in the Cash Reserve Ratio  

 Interest rate in CRR Balances  

 Redefining the priority sector  

 Deregulation of the Interest Rates. 

  Asset Classification and defining the Non 

Performing Assets. 

  Improve transparency in the banking 

system  

 Tribunals for recovery of Loans.  

 Tackling doubtful debts Restructuring the 

banks  

 Allow entry of the new private Banks  

 

 Please note these memorable Points: The 

Narasimham Committee had 
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recommended that the SLR should be 

reduced to 25% over the period of time.  

 

The Narasimham Committee recommended that 

CRR should be reduced to 10% over the period of 

time. The impact of reducing the CRR and SLR 

was that now more funds of the banks could be 

deployed to some more remunerative loan assets.  

The Narasimham Committee recommended that 

the Priority sector should be redefined and it 

should include the following: Marginal farmers 

Tiny sector Small business and transport 

operators Village and Cottage Industries 

Narasimham Committee recommended that there 

should be a target of 10% of the aggregate credit 

fixed for the Priority Sector at least. (discussed 

later) The result of the Narasimham committee 

led to some milestones in the banking sector 

reforms in India. 

Though few of other recommendations, such as 

introducing new private sector banks, was not 

expedited to the expected level, it can be 

unequivocally stated that these are the key 

recommendation which took India in the almost 

double digit growth rate 

 

Q. What were Kirit Parikh Committee‗s 

recommendations related to fuel prices? 

Are they too radical to implement? 

Comment. 

Government set up Kirit Parikh Committee in 

2011 to find ways to cut down fuel subsidy and 

rationalize the price of petroleum product. The 

report submitted by committee proposed a sharp 

increase of Rs. 5 per litre in Diesel Prices, Rs. 250 

increase in Domestic LPG Cylinder, Rs. 4 per litre 

increase in petrol and kerosine prices and cutting 

down the number of subsidized gas cylinders. 

The recommendations by the committee are not 

sound as  under-recovery calculations are dodgy, 

because they are based mostly on import-parity 

rates and include non-existent charges like 

customs and freight expenses. They 

recommendations are not feasible both politically 

and socially because any such sharp rise in fuel 

prices will worsen the inflationary pressure and 

impact the weaker section of the society most. 

India, being a welfare state, it is the duty of the 

Government to protect the interest of its citizens 

and work towards the betterment of their masses. 

This is precisely what separates Government 

from the private businesses, where economics 

dominates over decision making. Therefore, the 

recommendations of the committee are not 

practically implementable in current form. 

However, Government can take some other 

measures such as incrementally increasing diesel 

prices, which it is currently doing, imposing 

appropriate taxes on lower fuel efficiency 

vehicles, giving tax benefits to higher fuel 

efficient vehicles, investing in clean technologies 

and building an efficient public transport system 

to reduce fuel usages. Instead of being reactive in 

tackling down the subsidy issue, Government 

needs to be proactive and handle it in an 

innovative manner. 

  

Q-―Kirit Parikh committee‘s 

recommendations are too ambitious and 

are politically challenging.‖ 

Comment. (200 Words) 

The government setup a committee to decide 
Pricing of Petroleum Products under the 
chairmanship of Shri Kirit S. Parikh. Recently 
their recommendations are termed as too 
ambitious and politically challenging. But The 
recommendations are implementable after the 
general elections. 

The first recommendation that price of Petrol and 
diesel should be market determined both at the 
refinery gate and at the retail level is 
implementable provided government devises an 

http://www.business-standard.com/search?type=news&q=Kirit+Parikh+Committee
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alternative way of providing subsidy to transport 
and agriculture sector.  

The second recommendation of levying 
additional excise duty of Rs 80,000 should be 
levied on diesel cars is neither politically 
challenging nor ambitious because diesel cars are 
not the mode of transportation of poor citizens 
instead almost all luxury vehicle now in India are 
diesel powered, this means diesel cars are luxury 
consumption and added to this is that they are 
more polluting.  

The government must ignore the lobby from the 

automobile sectors and implement the extra 

excise. On the other hand the increase in kerosene 

price by Rs. 6/ lit. will hit the rural poor hardest 

if it is implemented now. First we have to provide 

them alternative lighting system like solar 

lanterns then only we can increase the price or 

totally eliminate the subsidy. With regards to the 

LPG cylinders the subsided cylinders must be 

reduced to 6 for those who are above poverty line 

only, for BPL families it must be retained at 9 

 

Q. Explain the recommendations of the 

P. Vijay Bhaskar committee on financial 

benchmarks. 

 

Financial benchmarking is a process by which a 

central bank can arrive at global best practices by 

comparing and evaluating the various aspects of 

the existing practices in money, government 

securities, credit and forex markets. RBI had set 

up a committee under the Chairmanship of P. 

Vijay Bhaskar with a mandate to study the 

various issues relating to financial benchmarks in 

June 2013. 

This committee was set up after there were 

revelations regarding the manipulation of various 

key benchmark rates such as LIBOR, TIBOR, 

EURIBOR, several international setting bodies, 

national regulators and self regulating bodies. 

The committee made recommendations about 

strengthening the benchmark quality, setting 

methodology and governance framework of the 

benchmark administrators. 

i) The draft report asked for appropriate 

regulatory and supervisory framework to be put 

in place by RBI for financial benchmarks under 

its existing statutory powers. 

ii) RBI could entrust the administration functions 

of the rupee interest rate and foreign exchange 

benchmarks to the Fixed Income Money Market 

and Derivatives Association (FIMMDA) and the 

Foreign Exchange Dealers‘ Association of India 

(FEDAI), respectively. ‘‘  

 An independent body setup , either jointly or 

separately by these institutions would administer 

the process. 

iii) It asked that the benchmark administrator 

should disclose submission of rates by banks or 

dealers in order to induce transparency. 

RBI accpeted the recommendations of the 

committee and introduced steps such as setting 

up of benchmark submitters, internal board 

approved policy on governance of the benchmark 

submission process, whistleblowing policy. The 

recommendations are a move to make the 

procedure transparent, avoid any manipulations 

and protect the interests of the stakeholders and 

acceptance of the report is a welcome move. 

 

Q- Comment on the recommendations of 

Parthasarathi Shome panel on reforms in 

tax administration. 

 

Shome committee which was constituted by UPA 

government to give recommendations on the 

reforms in tax administration has given its first 

report. The background in which that committee 

was formed was sluggish growth of Indian 
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economy, low tax base, decreasing investment 

rate, tax disputes and policy ‗paralysis‘ etc. 

In one of the major recommendation this 

committee has given rise to ‗specialist versus 

generalist‘ debate by asking for dissolving the 

office of revenue secretary and in place of it 

recommended a tax council in finance ministry 

headed by the chief economic advisor who is a 

‗specialist‘ for formulation of 

common(direct+indirect) tax policy. 

Apart from this, committee recommended in 

principle no use of tool of retrospective tax law, 

which ultimately vitiate the investment 

environment. 

 

Committee has also asked for merging CBDT and 

CBEC to increase the coordination between both 

the authorities and recommend for a governing 

council headed by a chairman which was decided 

on the rotation basis from both authorities. 

 

To make the transactions more transparent and 

increase the clarity , committee recommended for 

use of PAN as a common business identification 

number to be used in all the government 

departments.Wealth tax should be collected along 

with income tax is another recommendation to 

make the tax system more simple. 

 

But the key recommendation by the committee is 

to form an Independent Evaluation Office to 

monitor, review and verify the tax 

administration functioning and also to promote 

accountability which if established may diffuse 

the problem of policy paralysis. 

 

Q-―Recent recommendations by the 

RBI‘s Urjit Patel committee  set up to 

revise and strengthen the monetary 

policy framework in India might not go 

well with the Finance ministry.‖ 

Comment. (200 Words)The Hindu 

  

 

Urjit patel committee suggested the major 

changes in the operating framework and 

instrument in the conduct of monetary policy. 

It recommended the CPI as nominal anchor of 

monetary policy which reflect the cost of living .It 

suggest to adopting long term target of 4% for 

CPI inflation with band +2/-2 % and said to 

government to ensure fiscal deficit should 

brought down to 3.0% by 2016-17. moreover CPI 

has large element of food and food inflation cant 

curb by monetary policy alone as it include other 

structural constraints. As committee suggested 

monetary policy focused on inflation targeting 

which is difficult to achieve in India bcoz it has 

not yet achieved that level of stability in price. 

 

 The committee  recommends maintaining a 

positive real policy rate. So repo higher than CPI. 

If RBI implements these recommendations then 

interest rates will not come down in the next few 

years. This will be detrimental to growth in such 

fragile circumstances. This is the reason finance 

ministry might not agree with this report. 

 

 

Q- Write a note on the recommendations 

of Urjit Patel committee that was set up 

by the RBI to revise and strengthen the 

monetary policy framework. (200 Words) 

 

Urjit Patel committee was set up by the RBI in 

2013 to revise and strengthen the monetary policy 

framework. 

The panel has recommended the RBI to adopt 

monetary policy which is centered on inflation. 

According to the panel CPI inflation should be 

the nominal anchor of the policy as it is the 

closest reflection of cost of living and inflation 

expectations. The panel has also suggested to 

adopt a longer term target of 4% CPI inflation 

with a band of +/-2%. It has recommended the 
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RBI to bring CPI inflation down to 8% in coming 

12 months and to 6% over the next 24 months.  

 

One of the recommendations of the panel is that 

the real policy rate should be positive, implying 

that the repo rate should be higher than the 

expected CPI inflation. Currently the repo rate is 

7.75% and the CPI inflation is expected to 

stabilize at a figure of around 8.5% in the fiscal 

year 2014-15. 

Even the US Federal Reserve frames its monetary 

policy based on retail inflation. Thus the Urjit 

Patel committee aims to bring the traditional 

monetary policy making practices at par with 

international standards 

Q- Comment on the key 

recommendations of the report of the 

Reserve Bank of India (RBI)-appointed 

Committee on Comprehensive Financial 

Services for Small Business and Low 

Income Households. (200 Words) 

  

RBI has recently drawn a road map for financial 

inclusion which is basically providing financial 

facilities like bank debits, credits, loans etc to each 

and every citizen of india focussing on poor and 

marginalised sections. As per the road map of 

financial inclusion RBI has recommended 

following plans- 

1. Accounts For All : RBI has plan to provide a 

bank account to all above 18 years age by Jan1, 

2016. Aadhar will be a prime driver towards 

rapid expansion of number of bank accounts. 

2. Credit Monitoring: There is a provision to 

monitor credit deposits and advances as a 

percentage of gross domestic product. 

3. Priority Sector Lending: RBI has a plan to give 

50% priority sector lending that too will depend 

on case to case. 

4. NBFCs: Fewer NBFCS and convergence for 

them with banks on NPA. There will be extension 

of securitization laws to certain NFBC. 

5. Supervision: State level regulatory commission 

will be the primary to consolidate and supervise 

all NGO and money service business 

 

The recommendations for financial inclusion 

looks rosy but there are practical problems in 

achieving few of the planned targets which can be 

seen as follows - 

1.creating infrastructure . Recruitment of trained 

and retaining manpower will be a challenge. 

2. Previous attempts of creating differentiated 

banks such as RRBs, LABs failed because their 

operating costs rose to a level of unviability. 

3. Using Aadhar is a good move but Aadhar itself 

has to overcome technical and functional glitches 

and win legislative approvals. 

 

RBIs plan is certainly a good move towards 

financial inclusion. Dedicated political and 

bureacratice will,  with  optimised recourse 

mobilisation can lead to desired result 

Q-Why was the Tax Administration 

Reform Commission (TARC) headed by 

Parthasarathi Shome set up by the 

Finance Ministry? What are its terms of 

reference?  

 

Govt. has set up a Tax Administration Reform 

Commission (TARC) comprising officials from 

public and private sector agencies under 

Parthasarathi Shome. The rationale behind this 

commission is to bring in more credibility among 

tax payers and to streamline income tax 

procedures. 

 

They will not focus no tax policy and legislation, 

but on the rules and features and structural 

reforms in tax administration. This commission 

was needed due to increasing discontent between 

taxpayers and tax department in last few years. 

 

Major terms of references are- 
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1) To review existing organizational structure and 

recommend the measures for capacity building 

and to promote quality decision making at high 

policy levels. 

2) Recommend measures to promote the use of 

Information and communication technology in 

tax administration. 

3) Review existing dispute resolution mechanism 

and measures for strengthening the process to 

fasten the grievances redressal mechanism. 

4) Recommend measures for deepening and 

widening of tax base and taxpayer base. 

5) To improve taxpayer services and taxpayer 

education program by simplified and timely 

disbursement of export incentives, rectification 

procedures and refunds etc. 

 

Other includes measures for improving tax 

governance, detect and prevent tax/economic 

offences etc.  

If the commission works properly and 

implemented well by the next govt., will have 

great positive impacts on Tax administration in 

India 

 

Q--Why was Financial Sector Legislative 

Reforms Commission set-up? What were 

its recommendations on various 

legislations? Examine briefly. 

 

Recognising the fact that, as India is the second 

fastest growing economy in the world today, 

within a decade we will be nearly $10 trillion 

economy, the government realized that there was 

need of strengthening the financial sector laws 

and institutions to face the emerging challenges. 

The Commission was set up by the Finance Ministry 

with following aims: 

1) to examine and review the legislative and 

regulatory systems 

2)  jurisdictions of various regulators 

3) the issues relating to conflict of interest of 

regulators 

5) the criteria and terms of appointment of senior 

officials in the regulatory authorities and 

appellate systems of financial sector; 

6) clarifying the principles of legislative intent; 

the issues relating to independence and 

autonomy of regulators; 

Key recommendation of FSLRC: 

The Committee was setup because- 

1) There was a public tiff between SEBI and IRDA 

over regulations of the ULIP (Unit Linked 

Insurance Products). 

3) Many financial sector laws date back several 

decades are not compatible with today‘s financial 

scenario. For eg. The SEBI (Securities and 

Exchange Board of India) Act does not give the 

regulator powers to arrest anyone but tasks it 

with penalizing all market related crimes stiffly. 

4) Gaps in regulation of financial instruments (For 

example, Ponzi schemes are not currently being 

regulated by any of the existing agencies) 

5) Reduced ability to understand risk (No single 

supervisor has a full picture of the risks that are 

present) 

6) To identify capacity building requirements, 

skills required and qualifications keeping in view 

the role of financial sector and what it should 

deliver. 

 

FSLRC proposed the new regulatory architecture 

as- 

1) Proposes setting up of seven agencies – RBI, 

FSAT, Resolution Corporation, Unified Financial 

Agency (UFA), Financial Redressal Agency, 

Public Debt Management Agency and FSDC. 

2) Securities and Exchange Board of India (SEBI), 

Forward Markets Commission (FMC), Insurance 

Regulatory and Development Authority (IRDA) 

and Pension Fund Regulatory and Development 

Authority (PFRDA) would be merged into a 

Unified Financial Agency (UFA). 

3) Setup an independent public debt management 

agency(PDMA); 
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4) Setup The Financial Redressal Agency (FRA) to 

address consumer complaints across the entire 

financial system. 

5) Setup of The Financial Sector Appellate 

Tribunal (FSAT) which will hear appeals against 

RBI and other Bodies‘ functions. 

6) The Financial Stability and Development 

Council (FSDC), which will be responsible for 

systemic risk oversight. 

The Commission‘s recommendations would solve 

the problems of inter-regulatory coordination and 

Regulatory arbitrage. Still, the Commission‘s 

report is not without controversy. If 

recommendations implemented in hurry, would 

limit the role of the RBI to concentrate on 

monetary policy only. 

 

Q- Comment on the important proposals 

of the Financial Sector Legislative 

Reforms Commission (FSLRC) that was 

set up to review and rewrite the legal-

institutional architecture of the Indian 

financial sector?  

 

 The Financial Sector Legislative Reforms 

Commission (FSLRC) is a body set up by the 

Government of India, Ministry of Finance to 

review and rewrite the legal-institutional 

architecture of the Indian financial sector. 

 

FSLRC not only includes recommendations for a 

complete redesign of the Financial sector of India, 

but also the legislation itself. It has ‗principle 

based‘ legislation that would articulate broad 

principles which do not vary with financial or 

technological innovation.  

 

It substantially improves the compliance culture. 

Under rules-based regulation, there is the risk 

that financial firms set up complex harmful 

structures that comply with the letter of the rules. 

The Commission has proposed laws to hold 

financial firms to a higher standard: that of 

complying with the principles. 

 

The unified financial regulatory agency would 

yield benefits in terms of economies of scope and 

scale in the financial system and would reduce 

the identification of the regulatory agency with 

one sector. However it limits specialization. A 

single regulator will not be able to maintain such 

broad spectrum of work load. 

 

The construction of independent regulators and 

their functioning establishes sound independent 

regulators, which involves the twin goals of 

independence and accountability. 

 

The consumer protection law proposed is very 

effective and holistic considering the increase in 

frauds and vulnerability of consumers. 

International experience demonstrates its failure 

comparing to the model in UK 

So given the dialectic perspective the potential 

advantages of implementation outweigh the 

shortcomings which can be addressed 

Q- Comment on the recommendations of 

the Financial Sector Legislative 

Reforms Commission (FSLRC). 

 

Financial Sector Legislative Reforms Commission 

(FSLRC) recommended to completely overhaul 

the financial sector structure. It suggests to 

change the ‗rule‘ based structure to ‗principle‘ 

based which do not change with financial and 

technological innovations. 

 

The recommendation of having a unified 

regulator for entire financial system except 

banking and payment which will be under RBI is 

drastic change from the entire system developed 

in India. Such, Unified financial regulator can 
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regulate such diverse fields such as securities, 

bonds, debentures, insurance, mutual funds, 

corporate bonds, debt and NBFC‘s is doubtful. It 

requires an entire specific skills for each sector. 

 

Also, proposal on ‗principles based laws‘ is also 

doubtful. Without specifications principles are 

arbitrary and can‘t be implemented. For eg – fair 

compensation doesn‘t specify how much exactly 

to be compensated in any case. 

Limiting RBI to price regulation is also unjust, 

which has a long history of good performance, 

and expertise. Also, many monetary policies need 

control on both payments, banking and debt 

systems, and inter balancing is required. 

 

But, the complexities of India‘s financial system 

have grown with increasing inter-dependent 

litigation‘s involving several regulators such as 

ULIP‘s (Unit linked Insurance Plans) involving 

RBI, IRDA, and SEBI. Such, cases result in 

consumer harassment. Regulation is not and end 

but its only a means to the greater end of 

consumer rights protection and effective security 

and grievance redressal mechanism. So, a balance 

path between recommendation of appointment of 

super regulator and present system needs to be 

developed. 

 

Q-‖Many of the key recommendations of 

the high-level Financial Sector 

Legislative Reforms Commission 

(FSLRC) continue to attract criticism, 

more than a year after its report was 

released.‖ Identify these key 

recommendations and comment on 

them. 

 

Financial Sector Legislative Reforms 

Commission(FSLRC) was constituted under the 

chairmanship of retired Supreme Court judge B.N 

Srikrishna.(Let‘s say I don‘t remember the name 

of the judge and just say One Supreme Court 

Judge. How much would that effect the 

evaluation). It came out with its recommendation 

in 2012 and many of these recommendations have 

attracted a lot of criticism.  

 

The present RBI governor Mr. Raghuram Rajan 

has also criticized many of the recommendations. 

 

Among the key recommendations of the 

commission is the creation of two institutions,one 

super-regulatory authority called Unified Finacial 

Regulatory Agency(UFRA) and the other 

Financial Appellate Tribunal. The UFRA will 

have the combined authority of SEBI and IRDA 

and the regulation of financial trading which 

until now was under RBI. In this scenario there 

will only be two regulators UFRA and RBI.The 

commission also recommends reconstitution of 

the board that decides monetary policy.It 

recommends inclusion of politicians instead of 

RBI governors to this board. 

 

The recommendations up to an extent curtails the 

role of RBI as a regulator and reduces it to just a 

monetary regulator. Also the recommendation to 

give politician a greater say in deciding monetary 

policy is ill conceived. The general thrust of the 

government should be to include experts and 

professionals in key policy making positions so 

that they could take informed unbiased decisions. 

The recommendation of the commission goes 

against this. Also creation of an Appellate 

tribunal will reduce the faster implementation of 

policies as it can get mired into appeals. 

 

 

Q- Comment on the impact of new rules 

under the new Companies Act 2013 on 

the companies. Does new rules 

adequately protect depositors? Examine. 

(200 Words) 
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According to Rule 13 of the New Companies Act 

2013, all the companies ( except financial 

institutions) ,that generate funds from public 

investment , are required to insure the public 

deposits ( scheme in place a month before 

advertising ) upto a maximum of Rs 20,000 for a 

depositor and they are also to keep aside a 

portion of the public money ( wether secured or 

unsecured) in ‗Deposit Repayment Reserve 

Account ‗. 

This will definitely result in the increase in the 

cost of generation of funds from public money, 

putting on the table 2 options for the companies- 

either. not to geerate fund from the public or to 

bear the extra cost of insurance and reserve 

accounts. Thus, companies might reduce the 

interest rate they offer to compensate for their 

loss – which would further lead to difficulty in 

attracting investors. 

With these regulations , the corporate fixed 

deposit would become unviable with the small 

and medium size companies ( who still rely on 

investment from public deposits ) suffering the 

maximum. 

The new rule aims to protect the interest of the 

investors , but in order to make it safer, there is a 

possibility that it might end up closing the 

investment avenue. 

To strike a balance , the government can take 

measures to remove income tax on interests from 

fixed deposits ( with banks as well as companies ) 

or have a slab upto which FDs would be free of 

interests. 

Q--Critically analyse the recently 

notified rules for private corporations 

regarding corporate social responsibility 

(CSR) under the Companies Act, 2013. 

 

Issuing a new circular regarding corporate social 

responsibility (CSR) under the Companies Act, 

2013, the government has prioritised areas under 

which it seeks development in a healthy way. 

Some of the areas with renewed focus : 

1- promotion of road safety with educating the 

masses. 

2-provisions for differently abled persons with 

assistance. 

3-consumer awareness and education is 

supplemented by consumer protections through 

grievance redressal mechanism, consumer 

protection activities. 

4-trauma care for highway accidents under health 

care sector. 

5-more clarity on rural developmental projects. 

6-under poverty and malnutrition, 

supplementing of governmental schemes like mid 

day meal scheme and likewise. 

7-Under public health system to reduce 

disparities and inequalities. 

8-investing in renewable sectors under energy 

and resource section. 

Evidence suggests that the role played by 

companies included under CSR,is complicated 

and unhealthy, resulting in many speculations, 

some areas of concern with the existing and 

newly added circulars. 

1- many eligible companies are under reporting 

on their profits to get evaded by CSR. 

2-Companies are reluctant to invest on the areas 

where their is no return for them. 

3-added new areas, do not provide any scope for 

their development apart from getting community 

recognition. 

4-companies are, presently, adhering to minimum 

standards of compliance. 
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Q-In the light of the  Reserve Bank of 

India (RBI) —appointed committee on 

governance requirement at banks 

headed by P.J.Nayak, which submitted 

its report recently, examine the problems 

faced by public sector banks and what 

should be done to make them more 

competitive. 

 

After the Nachiket Mor and Urjit Patel 

Committee reports, one more RBI panel to 

‗review governance of board of banks‘ 

submitted its report recently. 

Major challenges for Public sector Banks (PSBs)- 

1) Facing deteriorating asset quality 

  

2) Massive capital requirements to comply Basel 

III norms-  

  

3) Further, Government‘s ability to provide 

capital to its banks would have an impact on 

fiscal consolidation.  

  

4) It has been found that there are almost no 

independent directors on the boards of 

government banks, despite the SEBI regulation 

for listed companies mandating that 50 per cent 

of directors must be independent. 

5) Public sector banks are saddled with large 

numbers of inadequately trained or demotivated 

personnel who cannot be removed. 

Solutions suggested by the committee- 

1) A Bank Investment Company (BIC) should be 

established and all the government functions 

should be transferred to the BIC. BIC would be 

accountable to give adequate returns to the 

government on its investment in banks. 

2) This BIC would be managed by prominent 

retired bankers and finance professionals 

recruited from the market. 

3) Reducing the government equity stake to 

minority levels (less than 51 %) in BIC will not 

give dominance to private investor but will help 

in attracting private investment and reducing 

fiscal burden on Govt. 

4) Empowering boards and managements to 

function within the performance and 

accountability frameworks of typical corporate 

organizations. 

5) Govt. interfere should be minimized to give 

independence to the Boards of Banks and 

Directors. 

These all measures can put the entire public 

sector banking system on to a new, sustainable 

performance and risk management trajectory. 

  

RBI appointed committee headed by P.J.Nayak 

on governance in bank, recommended less 

government interference, independence of bank 

in choosing its CEO and board, capital infusion 

by government by diluting its shareholding, and 

formation of Bank Investment Company to 

invest bank funds professionally. 

 

Compliance with Basal-3 norms will result in 

huge capital crunch for Public Sector Banks 

(PSB‘s) which are already feeling lack of sufficient 

liquidity due to large number of NPA‘s and RBI‘s 

regulations. 

 

Q- Comment on the recommendations 

of P JNayak committee which was set-up 

to to review the governance of boards of 

banks in India by the Reserve Bank of 

India (RBI). 

 

Dr PJ Nayak Committee‘s report looked into the 

fit and proper criterion of bank directors and 

found that political interference and poor 

management mix is the key cause for poor 

performance of public sector banks (PSBs). 

The committees recommendation to reduce the 

stake of government to a minority shareholder in 

banks is timely and appropriate. This will not 

only ensure that banks run in a corporate style 
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but also reduce the political pressure on banks in 

key fields like appointments, bank loans and 

branch openings. This would translate into better 

performance and reduction of NPAs. The other 

key observation that private sector banks spend 

thrice more time on strategies and risk 

management also strengthens the call for this 

move. 

A criticism of this recommendation has been that 

this would impact the poor. But the report‘s 

startling observation that private sector banks are 

more dedicated towards priority sector lending 

that are public sector banks refutes this argument. 

The other key recommendations like appointment 

of 50% independent directors, following 

Company Rules and having three type of 

directors (some have as many as 7), reducing 

conflict of interest in key appointments are 

forward looking and will ensure ethical conduct 

on part of directors. 

 

Q-Do you think the recommendations 

of the P J Nayak committee  on the 

governance of Indian banks, if 

implemented, would reform public 

sector banking in India? Critically 

comment. 

 

PJ Nayak Committee objectives, 

recommendations and flaws 

1) To check fit and proper criterion of bank 

directors 

Observation: Most not fit; political involvement in 

appointment 

Recommendation: Overhaul appointment process 

of directors – transfer appointment from 

government to Bank Investment Committee 

Flaw: Due to lack of control of government 

accountability might reduce. Trade off is thus 

between efficiency and accountability. 

2) To check the regulatory hurdles faced by PSBs 

Observation: Dual regulation of RBI and FM; 

Following RTI, CVC and other institutional 

hurdles reduces efficiency 

Recommendation: Privatize the bank; all orders of 

government to be applicable for both private and 

public banks 

Flaw: Post 2008 crisis, world over there has been a 

call on increasing the regulation rather than 

decreasing it. Privatization does not guarantee 

ethical and efficient working. 

3) Assess quality of bank assets and measures to 

improve them 

Observation: Assets are risky 

Recommendations: Banks must be privatized and 

allowed to go for market funding 

Flaw: At a time when banks have risky assets 

amount of funds they can raise from equity 

market is limited 

Clearly, the committee undermines the 

importance of PSBs and hopes that privatization 

of banks will solve the issue. This is the biggest 

flaw in the report. 

Privatization will only make them distant from 

the large section of unbanked and poor 

population of India. At a time when financial 

inclusion is the goal, privatization is not an apt 

solution. 

 

Q-Critically examine the effect of pay 

Commissions on Fiscal deficit and how 

government manages to mobilize 

resources to implement Commission‘s 

recommendations 

 

 

Resource mobilization 
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Q- What do you understand by resource 

mobilization? How does government 

mobilize resources for financing its 

various expenditures? Examine. 

 

Resource mobilization refers to raising funds, 

material(in-kind), human resource(skills) and 

other sources of support required to run an 

organization. The process involves finding the 

funding targets, survey on various indicators for 

which resource mobilization has to be done, 

initiatives to be implemented and constant 

monitoring of whether it is done effectively or 

not. 

Govt also needs resource mobilization for various 

activities like agriculture and rural development, 

poverty reduction, providing free education, 

health care facilities, defense service, economic 

development, pension etc. So it mobilizes 

resources for financing its expenditures by:- 

Taxation –domestic taxes like income tax, 

corporate tax, value added tax(VAT) and non 

domestic taxes like tax on foreign direct 

investment, debt relief etc. 

Official development assistance – funds from 

international development associations like world 

bank give India $50 billion annually which are to 

be repaid at an interest over a period of time. 

Exports – Imposing trade tariff is another major 

source of financing. India exports close to $2 

trillion worth goods. 

 
===for meeting its expenditures government 
mobilize its resources through income 
tax,corporate tax, securites,bonds,boosting 
exports and tourism and earning forex, raising 
loan from external as well as domestic market 
 
==use more points like in case of deficit 
borrowings,soft loans,disinvestments 
 

Q- How and from where do  government 

mobilize resources to narrow the fiscal 

deficit? Explain. (200 Words) 

 

Fiscal deficit is the difference in the govt. earning 

and the spending. So, increasing revenue and 

decreasing spending is the solution to reduce 

fiscal deficit.Fiscal deficit occurs when 

government spends more than its revenue, which 

can be put under check by either spending less(ie 

which may hamper growth in long run) or 

increasing revenue or both. 

 

Otherwise country might land up in situation of 

bankruptcy where there is no source of returning 

borrowed money, loosing investors trust, 

investment and eventually stagnant growth. 

Measures govt takes to narrow down fiscal 

deficit 

increasing revenue: 

      --taxes direct and indirect taxes, gradual 

increase of taxes and tax bases ie increasing the 

number of people paying taxes. 

      --various psu dividends,income generating 

services like railway, banking. 

       --grants given by other countries. 

       --borrowing internal and external to be used 

to build income generating resources. 

decreasing expenditure: 

     --gradual withdrawal of subsidy on various 

items like petrol, lpg 

     --curtailing unnecessary expenditure of govt, 

in day to day working like on govt employees. 

     --zero based budgeting of various 

departments, welfare schemes. 

 

government set target of fiscal deficit like any 

other target in every budget session, it is 

important for country to strictly adhere to it and 

reduce it eventually by various means for holistic 

growth and development. 

  

Fiscal deficit is not necessarily a bad thing. 

However, a large and persistent fiscal deficit is an 
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indication of several worrying signs. It can 

indicate huge spending on unproductive schemes 

and ineffectiveness of tax machinery. 

Earlier, Govt relied on heavy internal borrowings 

(mostly from RBI) and printing currency too. But 

this has a negative impact on economy as it 

caused inflation and also reduced available 

investment for private industries. 

 
In 2003, parliament passed FRBM Act which 
mandated Govt to reduce deficit and restricted 
Govt‘s access to market borrowings for 
temporary excess and exceptional situations like 
war and security. 
 
Ensuring fiscal transparency and recovering black 
money are other steps that help in reducing fiscal 
deficit. Inducing economic boost through tax 
reforms like GST will increase tax collections. 
Improving transparency and accountability in 
flagship programmes and spending more on 
capacity building for making human assets more 
capable will be more helpful in long term than 
expenditure squeezing on flagship programmes 
to meet the short term objectives. 
 

 

Q- Critically comment on the 

disinvestment as strategy for resource 

mobilization in India. 

 

Disinvestment is a process by which government 

dilute its share in the public sector undertakings. 

After the liberalization of 1991, it has been one of 

the routes by which government has generated 

non tax revenues. After the recent SEBI mandate 

for the compulsory dilution of the shares to the 

public, a significant amount of revenue will be 

available to the government. 

Disinvestment, on one hand dilutes the share of 

government from PSUs, thus enabling a more 

autonomous and profit driven management, and 

on the other hand provides a good revenue to the 

government. Thus it may look like a good 

strategy of resource mobilization. But it must be 

also taken into account that dis investments are 

one time income to the government. And if the 

government does not use them for productivity 

purpose, it will be more of a loss than gain. 

Keeping, this objective in mind the government 

introduced national investment fund which was 

to carry the proceeds from the dis investments. 

And these proceeds were supposed to be used for 

the modernization of PSUs so to make them 

profitable and other social sector schemes. But 

due to slow down in the economy after 2008, 

most of it was used for meeting fiscal deficit 

targets of the government. Thus defeating its 

purpose. 

The relative stability in the economic situation 
may change the pattern of government spending. 
Thus the fruitfulness of strategy of disinvestment 
can be only decided by the proper or improper 
use of the received proceeds 
 

Q- What is spectrum management? Why 

radio frequency spectrum is a valuable 

resource? Explain in the context of India. 

(200 Words) 

 

Spectrum management is the process of 

regulation of radio frequency spectrum for 

effective usage. The purpose of Spectrum 

management is to reduce the RF pollution and 

maximize the utilization of the spectrum. RF 

spectrum is radio frequency range from 3kHz to 

300GHz. Parts of spectrum as bands is allocated 

to a particular type of usage. For example 

300MHz to 3000Mz band is used for transmission 

of TV, FM and mobile phone signals. 

Radio frequency spectrum is very useful resource 

and it is a national resource. With advance in 

technology, there is a wide spread use of radio 

frequency for various applications such as 

satellite communication, GPRS, TV, FM, AM, 

telemedicine etc. Recent advancement wireless 

communication for mobile phones has increased 

the demand for the RF spectrum. Government 
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issues license for usage of part of spectrum to 

similar service providers though auction. In the 

process of spectrum management government 

generates revenue from sale of bands of spectrum 

to private service providers. 

 

Initially Government of India had allocated 2G 

spectrum licenses on first cum first basis due to 

which government had incurred huge loss due to 

not supporting price discovering mechanism 

which comes from auction of scarce recourses. In 

judgment, Supreme Court had directed 

government to cancel the licenses and freshly 

allocate the licenses to private companies though 

auction. 

 

As spectrum is a scarce resource, its equitable 

allotment for system using different technologies 

seems to be the solution. An open and 

transparent auction format will ensure that govt. 

realize best price for spectrum promoting its 

efficient and equitable use. 

 

Q- ―That auction should be a preferred 

route to allocate scarce resources such as 

spectrum is conditional upon getting the 

auction design right.‖ Analyze in the 

context of India. (200 Words) 

 

Scarce resources such as Spectrum, Coal Block 

and Oil exploration are considered as property of 

nation. Upon getting the auction design right, 

careful method of auction is the key to ensure 

productive, efficient and equitable allocation for 

development of nation. 

Spectrum allocation for 2G was carried out on 

first come first serve basis considering that 

respective company will pass on lower 

distribution fees to consumer in form of lower 

tariff, however instances of offering bribery to 

ministry, false submission of commercial 

information and deviation from contract have 

surfaced with companies making hefty profits by 

selling equity to others. 

Certainly policy of first come and first serve was a 

flawed one as it followed only when bidders are 

less in an auction. When bidders are more and 

stiff competition is there among bidders, policy of 

auctioning through open bidding has to be 

undertaken wherein contract has to be allotted to 

bidder offering highest price. 

Supreme court considering this logic gave the 

ruling that policy adopted was irrational and 

punishment was offered to the culprits. Although 

coal mines are still allocated to nearby industry 

for captive mining considering the rational that 

benefits of cheap electricity or steel will be passed 

over to the consumers. 

Policy framework for scarce resource allocation is 
the need of the hour to prevent arbitrary policy 
selection by ministry and administrators. It will 
not only prevent breeding corruption and 
instances of chronic capitalism but also motivate 
honest bidders and stepping stone in nation 
building utilizing these resources 
 
 

Q-Efficient and transparent allocation of 

resources is must to boost growth and 

investment in the country. In the light of 

recent scams on the allocation of major 

resources, comment on the issues 

involved and their effect on governance 

and growth. (200 Words) 

 

Resource allocation is the process of determining 

the best way to use available resources or assets. 

It is the analysis of how scarce resources (factor of 

production) are distributed among producers and 

apportioned among consumers. 

With the proper allocation and use of resources it 

is possible to limit the waste of raw materials, 

generate high production and allow a company to 

produce more finished goods. 

For the country like India where the demand is 

increasing by leaps and bounce with the 
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upsurging population, equal distribution of 

resources is very important which can be viable 

only by the transparent allocation of resources. 

In recent times India has faced a whole lot of 

scams like coal scam, commonwealth , satyam, 2G 

and many more which are all results of lack in 

transparency in resource allocation. In case of 2G 

and coal allocation, no auctions were done but a 

random allocation on ―first come first serve ―basis 

was done by which the natural resources ended 

up going to tainted companies just like the 

lithium allocation happened in chile. 

 
All these scams resulted into huge loss of revenue 
for exchequer and fiscal pressure. Recent spate of 
scams have robbed investors of the confidence to 
invest continually in the country. But for 
economy to grow and prosper at faster rate 
investment from both, domestic and foreign 
players is needed. 
Therefore to boost up economy we need certain 
stimulus like 
*restructuring of approach 
*durability in policies. 
*transparency in resource allocation 
*corruption free environment 
And all this is possible by transparency in 
governance in whole 
 

Q- Examine from what sources and 

how the government can to mobilize 

resources to fund its programs and to 

run the country in times of drought 

seasons and large fiscal deficit. 

 

It is a hard time for govt. to mobilize resource to 

funds their ambitious programs with keeping 

fiscal deficit within in limit. Weak monsoon and 

already derailed economy fuel the agony of govt. 

to present a popular budget. To fulfill promise of 

ACHHE DIN, govt. requires many policies and 

structural reform. Govt. requires raising their 

resources and simultaneously mobilizing 

resource from unproductive to productive 

programs. Apart from it, efficiency in utilize fund 

is required. 

 

To raise fund govt. rely on natural resource 

exploration and auction of new field to explore 

with clearance of environmental laws and forest 

right act. FDI and FII are important source of 

fund, to increase the rate of flow of FDI which 

India‘s ranking fallen in last year may improve by 

scrap retrospective GAAR and ambiguity 

associate with it. Govt. of India may also put 

surcharge tax on high income of above Rs.10 

million.  

 

Financial inclusion of bottom billion may also a 

important tool to make sure flow of freeze money 

for productive use. 

Govt. also requires some structural reform as: 

GST and DCT, Curb on black money flow by 

proper legislation, mechanism for action, and 

reform in taxation system. Raise sovereign wealth 

fund for oversea investment. Reform to prioritize 

primary, secondary, tertiary and quaternary 

sector for long term stability. Investment in R&D, 

skill development, rural economy, etc. 

 

Here it is no doubt that India have a potential to 

be a great power but proper utilization of 

resource must required. 

 

Q- Critically comment on various policy 

measures and steps taken by the 

government to allocate natural resources 

to private  players in last ten years. 

 

Government is the guardian of natural resources 

of India,such as coal mines, spectrum allocation, 

oil and gas fields, mining areas, forest contracts 

etc., which it allocates to different sectors 

according to their requirement and plan of 

inclusive and equal development. It does so on 

behalf of people of the country. 
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The policy measures taken by government to 

allocate natural resources to private players are - 

(1) First come first serve – This policy was taken 

by keeping in mind the faster time requirements 

and revenue generation. This policy has several 

flaws such as no clear income rate from natural 

resource, corruption, no report being made up by 

investing companies due to hurry in bidding and 

thus it‘s a failed policy. 

(2) Strategic allocation –  This was done keeping 

in mind the long term strategy of India and this 

virtually gave a free hand to ministers and those 

in power to indulge in heavy corruption. Many 

valuable natural resources and PSU‘s were given 

at less rates to private companies, thus making 

this policy redundant effort of government. 

(3) Competitive bidding – This policy expects all 

private players who are interested and fulfill the 

minimum requirements to compete with each 

other in an open bidding process. This policy is 

most transparent and has least chances of 

corruption with highest income to government. 

Corruption scams such as 2G, coal block, 

commonwealth etc. induced huge protests from 

public against such government stance and 

resulted in most projects being awarded to 

private players to use the third way. Still, more 

efficient and transparent systems could be made. 

Use of technology as in case of e-bidding should 

also be considered.   In Competitive bidding 

itself, Profit sharing  and revenue sharing  model 

 

Taxation and Economic survey 
 

Q- In the light of debate on Direct 

Taxes  and Goods and Services Taxes 

codes analyze the need for reforms in 

direct and indirect taxes in India. (200 

Words)  

 
Recently, there have been a wider debate on 
Goods and Service taxes (GST) and Direct Taxes 
Code (DTC) that, whether they are proper, or a 
reform is needed. 

The need to reform the direct taxes arises mainly 

to broaden the tax, minimize selective incentives 

and to ensure more effective monitoring of tax 

evaders. A new system that envisages to help 

entrepreneurs and allows smooth administration 

calls for these reforms to come. 

The multi level taxes on goods and services in the 

present regime leads to distortion and 

inefficiency in tax administration and raises 

compliance issue, therefore, a Goods and Services 

Tax (GST) on all commodities and services is 

most suitable taxation system for a growth 

oriented and developing economy of India. 

The present taxation system is fraught with 

various anomalies, disparities and variations in 

terms of rate of taxes and even the definitions of a 

product or services varies from state to state, the 

charging sections are not uniform and even no 

uniformity is maintained in procedure and 

documentation. 

Task Force headed by Dr. Vijay L. Kelkar also 

suggested that an All India goods and services tax 

(GST) which would help achieve a common 

market and widen the tax base. 
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Q- What is Direct Tax Code (DTC)? 

Critically examine the provisions of 

draft DTC bill and explain the 

importance of requirement of such a 

code. 

 

Answer 
 
Direct tax code was brought out in 2010, which 
seeks to amend direct tax laws as well as merging 
the 1957-wealth tax act and 1961- income tax act 
under a single unified schedule to ensure 
simplification as well as uniformity in the tax 
reporting and tax compliance. 
 
Main Provisions- 

 10 % extra tax for dividends more than 1 
crore in a year 

 Increase in tax to 35% for individuals and 
Hindu Undivided family (HUFs) for 
dividends more than 10 crore a year. 

  Tax on wealth at the rate of 0.25% per 
year for the wealth amounting more than 
50 crores. 

 It also has lowered the age for taxation to 
60 from 65 years. 

 
Importance of DTC 

 The DTC simplifies the complex taxation 
system and would lead to increase in the 
direct tax to GDP ratio. 

 It is a move towards the unification of the 
taxation system as envisaged in the GST. 

 It shall increase tax compliance due to 
widening of tax base. Provisions for 
Double Taxation Avoidance Agreements 
with foreign countries are expected to 
retrieve black money stashed abroad. 

Therefore DTC bill is expected to boost 

transparency & strict compliance in taxation. 

 

Q-What is capital gains tax? Why was it 

in news recently? (150 Words) 

A capital gains tax (CGT) is a tax on capital gains, 
the profit realized on the sale of a non-inventory 

asset that is purchased at a cost amount lower 
than the amount realized on the sale.  

The most common capital gains are realized from 
the sale of stocks, bonds, precious metals and 
property. As all countries do not implement a 
capital gains tax but most have different rates of 
taxation for individuals and corporations 

It is with reference to recent news regarding the 
tax implications of Vodafone Plc‘s plan to buy out 
the minority shareholders in its Indian telecom 
venture.  

The tax on gains made from financial transactions 
is levied at 20 per cent. Indian minority 
shareholders in Vodafone India, will have to pay 
20 per cent capital gains tax after selling their 
stake to the U.K.-based parent company. 

Short term capital gains arising on transfer of 

Equity Share or Units of an Equity Oriented 

Mutual Fund on satisfaction of the following 

conditions would be taxable @ 15%.  

Long term Capital Gains made by an assets shall 

be taxed at a flat rate of 20% in case of any assets 

 

Q-What do you understand by capital 

gains tax? Write a note on the capital 

gains account scheme. 

 

Tax on capital gain is called capital tax.Capital 

gain is profit that results from the disposition of 

capital assets such as bonds,stocks or Real estates. 

Introduced in 1988, the Capital Gains Accounts 

Scheme (CGAS) is a popular scheme for people 

who wish to take advantage of long-term capital 

gains along with tax exemption. The basic 

principle underlying this scheme is to promote 

housing sector in India. The act provides 

exemption in respect of capital gains arising from 

the sale of a residential property and reinvesting 

the same in another residential house property 

within 3 years 
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Q- Write a note on the measures taken to 

reform taxation in India. (200 Words) 

 

To keep the machinery of government 

functioning, government has to rely on taxation 

system for its income. With the advent of welfare 

regime, this has become even more important, 

because govt. has to spend money on social sector 

schemes as well. 

In India, taxation system has been very complex 

with plethora taxes being paid by individuals, 

corporates in the form of direct and indirect taxes. 

Main concern is that many times this leads to 

levying of taxes over taxes and multiplicity of 

taxes causing inconvenience to tax-payers. 

To address these concerns, two proposals are 

pending to be implemented. For direct taxes, it is 

Direct Taxes code which is pending since 2010. 

The main reason for delay is the introduction of 

controversial GAAR clause, which has affected 

the sentiments of investor community and thus 

giving a blow to Indian economy. 

Second proposal is for indirect taxes i.e. Goods 

and Services tax (GST) is proposed to be 

implemented as a single uniform tax in place of 

multiple indirect taxes like excise duty, VAT, 

sales tax, service tax etc. However, this has been 

opposed by states as their share of taxes from 

VAT, sales tax etc. is expected to get reduced by 

implementation of GST. 

A new proposal is being discussed for abolition of 

majority of taxes like income tax, excise duty, and 

instead impose tax on transactions. With Rs 800 

lac crore transactions taking place in India, 2% of 

levy tax would yield Rs 16 lac crore which is 

greater than Rs 10 lac crore of current yield from 

taxation, and it is claimed to be more rational and 

fair. 

Thus, Several reforms have been sought in 

taxation, yet none has been finally implemented. 

Tax Reforms-> 

Chelliah Committee 1991 and Kelkar Committee 

2001. 

-> Reforms in Direct Taxes 

a-Income Tax Reforms 

b-Corporate Tax Reforms 

c-MAT 

d- DTC 

-> Reforms in Indirect Taxes 

a-Custom Duty Reforms 

b- Excise duty reforms 

c-Service Tax Reforms 

d- GST 

->Other Reforms 

a – E-Filling / Returns 

b – Administrative Reforms 

 

Q- Critically comment on  controversy 

surrounding General Anti-Avoidance 

Rules (GAAR) which will come into 

effect from January 2016. 

 

Taxpayers adopt various methods in order to 

reduce their total tax liability. The methods can be 

categorized as : ―Tax Evasion‖; ―Tax avoidance‖, 

―Tax Mitigation‖ and ―Tax Planning‖. GAAR 

provides to curb the Tax avoidance method used 

by taxpayers. GAAR was proposed in 2012-13 by 

the then Union Finance Minister Pranab 

Mukherjee during the annual budget and is 

expected to come into effect from January 2016. 

GAAR empowers the Revenue Authorities in a 

country to deny the tax benefits of arrangements 

which do not have any commercial substance 

other than achieving the tax benefit. It is intended 

to target tax evaders, especially Indian companies 

and investors trying to route investments through 

Mauritius or other tax havens in order to avoid 

taxes. But there are several issues that need to be 

addressed before bringing GAAR into force 
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-> foreign investors had expressed their 

reservation about the language used in the rules. 

Investors had maintained that the ambiguous 

language used in the draft of the GAAR could 

lead to the misuse of the rule 

-> GAAR is said to be aimed at tax evaders, but 

did not specify how it would be used in relation 

to participatory notes. 

->there is no subjective method to determine tax 

avoidance. The law can be misused even in case 

of legitimate tax mitigation 

To succeed, GAAR has many hurdles that the tax 

authority must cross. 

 

Q-Why does India want to introduce a 

national goods and services tax (GST) 

replacing all indirect taxes? Explain the 

rationale behind this and also examine 

its advantages and disadvantages. 

 

Goods and Service Tax is a value added tax that 

will replace all indirect taxes on goods and 

services by both Central and State government. It 

will subsume excise duty, service tax and state 

imposed taxes like VAT and sales tax. The 

rationale behind such a move is that it will do 

away with the differences in taxation from state 

to state for goods and services and make India 

one common market. 

Advantages of GST: 

a. It will do away with confusion regarding 

applicable taxes when business is transacted 

between two states. It will also lower the tax rate 

while simultaneously increasing the tax base and 

reducing exemptions. 

b. It will smooth out the trade within the country 

by reducing extreme fluctuations in the price of 

goods and minimizing the effect of cascading of 

taxes. 

c. It will help do away with rampant corruption 

in certain taxes like VAT. It will simplify the 

structure to levy, collect and administer taxes in 

the country and is easier to adopt information 

technology to help with the same. 

d. It will help in easier integration of India with 

the global economy 

Disadvantages: 

a. It will affect small and medium business as 

GST will do away with a number of exemptions. 

Small and medium businesses usually work 

around such exemptions to maximize their profits 

and increase viability of their business. It will 

benefit big businesses more. Hence result in 

increase in unequal distribution of wealth 

b. Keeping out petroleum and alcohol will 
undermine its motive…… 
   c. Consumption based tax rather than 

production...so loss of revenue of more industrial 

states 

 

 

Q-The 2013-14 Economic Survey calls for 

creation of a national common 

agriculture market in the country. 

Examine what‘s the intention behind 

this proposal. Do you think it will 

address some of the pressing problems 

in agriculture? Critically comment. 

 

Food inflation has witnessed sharp rise in recent 

years. This despite of increase in production of 

these food items. Inquiry into the reasons for this 

rise shows problems like : 

a. Inefficient market 

b. Poor supply chain 

By proposing a national common food market 

Economic Survey 2013-14 has cleared way for 

reforms in laws like APMC act and other state 

acts which create trade barriers. Due to these laws 

the market of food items is dominated by few 

player who control the supply. Also by dividing 

country into smaller markets it creates artificial 

price differential across states. Further due to 

multiple players in the supply chain ‗farm to 

kitchen‘ price is very high. Low investment in 
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supply chain, poor warehouse infrastructure and 

lack of competition has plagued Indian food 

industry. 

Changes such as national common food markets, 

will make market more efficient and will increase 

competition. However, investment and 

improvement in supply chain is not guaranteed. 

Similarly structural issues such as protein 

inflation, skewed food grain production etc are 

yet to be addressed. 

 

 

Q- The Economic Survey 2013-14 calls 

for trade reforms in the country. Discuss 

the existing bottlenecks in the trade 

front and how they can be removed. 

 

Currently India accounts for 1.7% of the global 

trade compared to 12% of the Chinese share. Its 

rapid growth is stifled by irrational export 

promotion polocies, infrastructure bottlenecks, 

existing nature of trade agreements etc. 

There are multiple and overlapping export 

promotion schemes. Reducing them will simplify 

things and avoid discretion. This will also help in 

speedy disptute resolution. 

Trade can‘t grow without growth in trade 

infrastructure. Connecting ports with roads and 

railways, increasing cargo handling capacity with 

better technology should be our area of focus. 

Considering the potential of inland waterways 

and costal shipping, its expansion will boost 

domestic trade at much cheaper price. 

Burden of documentation is a big challenge. India 

needs 9 documents for exporters which takes 16 

days to export goods out of the country. 

Reducing and simplifying this procedure is 

urgently needed. 

Some of the trade agreements have led to 

inverted trade structure promoting import of 

finished products only rather than raw material. 

This is also a reason for virtual absence of 

electronics manufacturing in India. 

           

 We also need to diversify our product and 

trading partners to shield ourselves from the 

economic uncertainty of any region. Suboptimal 

performance of our SEZs calls for a review of this 

entire concept. Last but not the least India can‘t 

capture a lion‘s share like China unless we tap the 

growing manufacturing market all around the 

world 

 

 

Foreign investments and Regulation 
 

Q- What is FEMA (Foreign Exchange 

Management Act)? Why was it enacted? Explain 

 

 FEMA (Foreign Exchange Management Act) 

1999, is an act to consolidate and amend the law 

relating to foreign exchange with the objective of 

facilitating external trade and payments and for 

promoting the orderly development and 

maintenance of foreign exchange market in India. 

In India, before enactment of FEMA, all 

transactions that include foreign exchange were 

regulated by FERA (Foreign Exchange Regulation 

Act), 1973. The main objective of FERA was the 

conservation and proper utilization of forex 

resources of the country. It also sought to control 

certain aspects of the conduct of business outside 

the country by Indian companies and in India by 

foreign companies. FERA has many restrictive 

clauses which deterred foreign investment. 

The demand for new legislation was based on the 

grounds- firstly, under FERA it was necessary to 

obtain RBI‘s permission, either special or general, 

in respect of most of regulations thereunder. 

Secondly, FERA was introduced in 1974 when 

India‘s forex position was not satisfactory. 

Accordingly stringent controls were required on 

the use of forex. With improvement in forex 

position it was argued that such stringent 

controls are not now required. 

Thirdly, FERA was criminal legislation which 
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meant that its violation would lead to 

imprisonment and payment of heavy fine. So in 

the light of Economic reforms and Liberalized 

scenario it became necessary to replace FERA 

with a new legislation 

 

Q- What is the composition of India‘s 

foreign reserves basket? Is it good for 

the economy to have large foreign 

currency reserves? Examine. 

 
India‘s foreign reserves basket has a value of $306 
billion. In terms of share, foreign currency assets 
are 91%, gold is 7%, Special Drawing Rights are 
1.5% & reserves position in IMF is 0.5%. 
 
Foreign reserves act as hedge against external 
shocks to economy. Large foreign reserves come 
for rescue when short term money withdrawal 
takes place in market. It is used for adjustment in 
balance of payments. In case of economic crisis it 
may work for paying short term external debt. 
 
Foreign Exchange reserves may also be used for 
financing infrastructure development in 
economy. A country having large foreign reserves 
faces little difficulty in external borrowing. 
  
But large foreign reserves also mean more 
dependence on value of foreign currency. In case 
of sudden change, this may cause a great loss. 
Large foreign reserves may also pressurize the 

domestic economy, promoting inflationary 
trends. Also foreign reserves give low return, so it 
is better to invest money. 
 

Therefore an adequate value of foreign reserves is 
necessary to counter economic crisis, a lesson 
learnt during Asian Financial Crisis. During 
recent withdrawal of huge money from market by 
investors, India also realized the importance of 
large foreign reserves. 
  
Why large reserve?? 
 
After the Asian Crisis in 1997, analyst and 
academicians widely argued for holding a large 
reserves in case of emerging economies to 
withstand any such crisis because of general lack 
of confidence in the international financial 
structure. In case of India , the vulnerability to oil 
shocks , food grain production which is 
dependent highly on erratic monsoons and the 
nature of the capital flow from the foreign 
markets is a cut out case to hold huge reserve 
 
Is India comfortable ? 
 
The theory behind keeping large Forex is to 
safeguard national interests. traditionally it was 
believed that the limit of Forex linked to either 
import quantity(normally upto Six month 
capacity) or equal to the Short term debt. But 
today due to volatile situation in global economic 
condition and financial crisis, most of the 
countries use their reserves to safeguard their 
currency and local economy from inflation and to 
protect from speculative forex trading. 
 
Though there are advantages like protection of 
currency and management of speculation, etc by 
keeping large forex, but it also costs in terms of 
sterilisation. India being a developing country has 
higher interest rate and investing its assets in 
developed countries where interest rate is very 
low(near zero) and hence the difference in 
interest rates are to be washed away from our 
forex. 
 

Q- Critically comment on the role of 

foreign institutional investment (FII) in 

India‘s economic growth and 

development.(150 Words) 

 

Though there are costs attached to 

maintaining the forex reserves, yet its 

would be prudent to maintain to more 

reserves of foreign exchange considering 

the lack of consideration by the developed 

economies while framing their monetary 

policies that have a significant impact on 

the global economy 
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The Union Government permitted the entrance of 

FIIs in order to inspire the investment arcade and 

invite external capitals to India.  

 

Today, FIIs are permitted to participate in all 

securities traded on the primary and secondary 

arcades, comprising equity shares and other 

securities listed or to be listed on the stock 

exchanges.  

 

FIIs contribute to the external exchange inflow as 

the funds from multilateral finance institutions 

and FDI (External direct investment) are 

inadequate.  

 

FIIs lower cost of capital, access to cheap global 

credit, they supplement domestic savings and 

investments leading to a higher asset prices in the 

Indian arcade and to considerable amount of 

reforms in capital arcade and financial sector. 

 

 Along with the domestic mutual funds, the FIIs 

have started playing a critical role in the 

movement of stock prices even when the 

economy is in poor shape. 

 

Negatives 

 

--Known as hot money and are not reliable. 

--Sudden exit of FII = crash of stock market, 

Rupee depreciates 

 

Q- What are Optionally fully convertible 

debentures (OFCD) and why they were 

in news? (200 Words) 

 

Debentures are debt instruments issued by 

company to raise capital. Optionally fully 

convertible debentures have option to convert the 

value of debenture to shares after maturity of 

debenture. The ratio of conversion is decided by 

the issuer. Upon conversion the investor enjoys 

same status as ordinary shareholders of the 

company. 

Recently, the controversy has erupted over 

OFCDs issued by Sahara Group and SEBI‘s 

jurisdiction upon them. Sahara Group used 

OFCDs to raise capital of around 24000 crore, 

mainly from rural people. Sahara continued 

raising capital for over two years against the rule 

that any investment involving more than 50 

people should be completed within 10 days. SEBI 

ordered immediate stall in money collection and 

refund of collected capital with 15% interest to 

the investors. Sahara challenged the SEBI‘s 

decision on the basis that the companies it used to 

issue OFCDs were not listed. But, SEBI‘s decision 

has been upheld by Securities Appellate Tribunal 

and Supreme Court as well. 

Government has tried to fix the ambiguity over 

SEBI‘s jurisdiction over investment in unlisted 

companies in Companies Act 2013. According to 

Act, SEBI has undisputed jurisdiction over any 

investment involving more than 200 people. 

Government and financial authorities like RBI, 

SEBI should work towards improving 

transparency in market and financial literacy, 

which will help in avoiding such illegal use of 

market but also improve much needed people‘s 

investment in market. 

 

Q- What is bond yield? Do they reflect 

the health of an economy? Explain. (200 

Words) 

 

Bond yields refer the amount bondholder makes 

finally at maturity of bond period. However 

works inversely to bond value. Say a company is 

doing good, means demand for its bond will rise 

and market value may go above face value. This 

will be compensated by reduced yields per bond. 

Put it simply, bond yield generally decreases with 

growth of company. Similarly for economy there 

are bond yield benchmarks that portrays bond 

yield for different periods, like 1/5/10/30-year 
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benchmarks. Generally longer the period, larger 

is yield interest. 

Higher bond yields shows that demand for bonds 

in economy is falling, and thus one can infer that 

investors are doubting economy. It further 

impacts economy as it is linked to mortgage 

interest rates thus a increase in yield value makes 

loan costly and slows down economy. An 

inverted yield pattern (where short term yields 

exceeds long term) shows that investor are highly 

speculative and rather are ready to invest in long 

term than short term. In Indian case however, this 

situation has arisen so as to offset hike in Repo 

rate which are believed to be lowered in future. 

Thus health of an economy can be decisively 

gauged by its bond value pattern.  

 

=-======================NOTE :: 

======================== 

HOW HIGH GROWTH RESULTS LOW BOND 

YEILD?? 

 

Say A company sells bond @100 rupee face value 

and interest of 6% annually for two year maturity. 

So yield in the end = Rs 6+6=12 

Now if company is doing really well, investor are 

sure that it will not default on its bond, so the 

demand for bond will rise. So company (or 

bondholder) can now sell that same bond @Rs105 

as there are many to buy. But the interest you‘ll 

get is still RS 12 after 2 yrs. 

Therefore his effective yield has decreased = 

12/105= 5.7% per anumm. 

 

Similarly if company( or country) is doing bad => 

Less investors => company have to sell bond 

below face value => bond yield rises 

 

Q- What are P-Notes? Critically examine 

why the government and regulatory 

bodies are keen to regulate them. 

 

Participatory Notes commonly known as P-

Notes or PNs are instruments issued by 

registered foreign institutional investors (FII) to 

overseas investors, who wish to invest in the 

Indian stock markets without registering 

themselves with the market regulator, the 

Securities and Exchange Board of India - SEBI. 

  

The first problem that P-notes lead to is the loss of 

income to India. When an FII then sells the P-

notes at a profit to some other person/entity, he 

gains. But since the selling of P-notes is not 

regulated by the SEBI, there is no tax that is 

collected from such transactions. The only point 

tax is collected is when the shares are finally sold 

by the registered entity. 

  

The second problem is the lack of transparency in 

dealings related to P-notes. Essentially, each 

transaction is noted by the seller but by the time 

the shares are finally sold the participatory notes 

may have changed so many hands that it becomes 

impossible for the tax authorities to determine the 

source of it. In recent times P-notes have become 

a major source of money laundering in India. 

  

This money laundering creates big problems 

especially terror funding. Terrorists can use P-

notes bought through fake currencies to create 

volatility in the market and then crash it. 

These contentions has led to the decision by 

government and regulatory bodies to regulate P-

notes 

 

 

Q-What are P-Notes? Explain why does 

SEBI seek to regulate them? 

  

P-Notes or Participatory Notes are instruments 

issued by registered Foreign Institutional 

Investors (FII) to overseas investors, who wish to 

invest in Indian stock market without registering 

http://en.wikipedia.org/wiki/Institutional_investor
http://en.wikipedia.org/wiki/SEBI
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themselves with the market regulator, the 

Securities and Exchange Board of India (SEBI). 

P-Notes bring anonymity for the investor. Also, 

P-notes are one of the biggest source of ‗hawala 

transfers‘ i.e. Money Laundering from India. In 

2012, Government brought a White Paper on 

Black Money, in which P-notes were identified as 

a major route of transfer of black money to 

foreign which comes back through a process 

called ‗round tripping‘ to India. 

 

P-notes are relatively easier and thus widely 

used. But, the above reasons forced SEBI to 

regulate them. Currently the FII‘s are allowed to 

invest 40% through P-notes route. Also, they have 

to reports details of P-notes transactions within 10 

days which was previously 6 months. 

Alternatively registration of FII‘s is made easier 

so that more investors prefer to register directly. 

SEBI proposed curb on P-Notes in 2007, which 

accounted for nearly 50% of the FII in India. 

Sudden proposal to ban led to knee-jerk crash in 

market. Later withdrawal of the proposal 

stabilized the market. 

 

Need for the regulations- 

Govt of India‘s white paper on black money 

identified P-notes as one of the routes through 

which black money transferred outside India 

comes back through a process called round-

tripping. Fluctuations in the capital markets a 

result of manipulation using participatory notes 

is the main cause of concern for SEBI. 

The regulator restricted their use to well-

regulated entities under the new rules for foreign 

portfolio investors (FPIs).  

  

SEBI sought to regulate P-notes by showing 

guidelines: 

– p-notes to be issued to those entities which are 

subject to Know Your Client norms. 

–SEBI can call for any information from FIIs 

regarding P notes issued by it including the 

source of money. 

 

Q- ―Foreign institutional investors (FIIs) 

have huge power over Indian equity 

markets and will ultimately force 

responsible governance from any 

political formation coming to power in 

May 2014.‖ Comment. 

 

FII is an investor or investment fund that is from 

or registered in a country outside of the one in 

which it is currently investing. 

The main purpose of these FII is to enjoy the 

capital gains, so that when the share prices go up 

the investors may sell their share in the country 

and quit. 

 

FIIs own approximately $250 billion of Indian 

equities that is less than 25 per cent of our market 

capitalization. Hence some people may argue that 

Why worry about FII outflows when we have 

only seen one episode of sustained outflows 

(2008-09), and that too was linked to the global 

financial crisis? 

 

FIIs forms a crucial and important sector catering 

the demand of capital which is the most needed 

one today in a developing country like ours. 

India‘s balance of payment is negative i.e. our 

imports have more value than exports. So to 

infuse more dollars into the economy for 

development purposes, right now FIIs are the 

only option to develop our secondary sectors to 

gradually boost up our exports. 

 

In India, there is a general perception among the 

masses that investment in equity is risky due to 

volatile markets. People prefer to invest in real 

estates and gold than in equities. As such, our 

dependence is more on FIIs for infrastructure 

development purposes. 

 

FIIs control almost two thirds of the free floating 

equity and there are no domestic institutions that 
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can absorb the vacuum left by FIIs outflow at any 

given point of time. If FIIs pull out, the equities 

would drop since there would be no buyers for 

the left over equities and hence would lead to 

market crash. This would lead to a drop in 

demand for rupee and hence devaluation of the 

currency. 

 

The global economy is reviving and soon FIIs 

shall have more countries as options to invest in. 

Hence there is a need to create a stable economic 

environment in the country so as to leverage the 

benefit of existing FIIs and pull more in the 

future. 

 

To counter FII outflow threat, India needs to: 

a. Strengthen indigenous equity market by 

recapturing public faith in equity markets. This 

can be done by providing rigid economic 

framework that leads to better regulation and 

hence predictability of markets. 

b. Strengthen regulatory framework so as to 

discourage rapid outward movement of FIIs. 

c. Impart more autonomy to RBI and SEBI so that 

economic framework can be made resistant to 

political goof ups. 

d. Develop secondary sectors so as to boost up 

exports 

 

Q- What is ECB? What are the broad 

guidelines regarding it? (150 Words) 

 

 

ECB or External Commercial Borrowing is an 

instrument for domestic firms to raise capital 

from foreign countries. ECB can be in form of 

commercial bank loans, securitized instruments, 

buyer‘s credit, supplier‘s credit availed of from 

non-resident lenders with minimum average 

maturity of 3 years. The ECB are included in 

external debt of the country. 

 

The various guidelines regarding the ECB are: 

1. The maximum amount of ECB that can be 

raised by a corporate other than in hotel, software 

or hospital business is USD 750 million in a given 

financial year. Limit for these three sectors is USD 

200 million. 

2. They can not be used for investment in stock 

markets or real estate markets. 

3. They cannot be used for repayment of existing 

Rupee loan. 

4. However it can be used to finance an existing 

ECB if the fresh ECB is raised at lower all-in-cost. 

For a higher all-in-cost of fresh ECB, approval of 

RBI is needed. 

5. A special relaxation in the use of ECB is 

provided to the successful bidders of Re-auction 

of the 2G spectrum 

 

 

Q- Examine which factors influence the 

inflow of FDI into a country. In the 

Indian context examine how FDI can 

boost innovation in different sectors. 

 

Factors for inflow of FDI into any country are 

1) Market is the most important factor. Unless a 

company feels its products would sell, it would 

not take the risk. 

2) Adequate skilled and unskilled labour. 

3) Government policies and incentives given. 

4) Stability of the country. Politically and security 

wise. 

5) If the country has enough scientific base and 

technical manpower. Would be a favourable 

destination for research bases of foreign 

companies. 

6) how foreign products are perceived is another 

criteria. 

7) The level of domestic companies. Competition 

in the field. 

For India FDI would 

1) Inculcate a competitive spirit. As foreign 

companies have marketing and financial edge, 



INSIGHTS SECURE PAPER – 3 COMPILATION OF QUESTIONS AND ANSWERS 

 

http://insightsonindia.com   Page 60 
 

domestic companies have to innovate their 

products in order to sustain. 

2) Foreign companies would invest in R&D, 

promoting innovation. Providing farmers with 

new equipment, technology transfer to small and 

medium enterprises etc. 

3) Foreign companies in order to enter the market 

dominated by domestic players, they would have 

to innovate to suit the needs and psyche of the 

Indian customer. 

 

 

 

Q- What are the advantages and 

disadvantages of allowing FDI in retail 

sector in India? Do you think arguments 

made against it are justified? Comment. 

(200 Words) 

 

Foreign direct investments are investments made 

by foreign individuals or companies in the 

securities of home country by buying out the 

majority stocks of the company or mere 

expansion of the business of the company. Such 

investments bring in technological, management 

and other efficiencies of the foreign company into 

the domestic company. 

 

The main advantages of allowing FDI in retail 

sector India are: 

 

1. FDIs bring in huge capital into the country 

which helps in expanding the retail business in 

India with respect to technology, infrastructure, 

employment opportunities, managerial 

efficiencies etc 

2. Provides backend infrastructure such cold 

storage facilities to store agricultural products 

which currently unavailable in India. 

3. The provision of buying 30% of the inputs from 

domestic industries would boost the prospects of 

domestic industry. 

4. The farmers would benefit from the bulk 

contracts from the retail business which cuts the 

middlemen. 

5. Provides the consumers with wider choice of 

products. 

The disadvantages are : 

 

1. Foreign players may create monopoly in the 

future by initially introducing with penetrative 

pricing until monopoly is achieved which can be 

afforded by the foreign players with huge 

financial resource. 

2. It may wipe out kirana shops and local retail 

shops from competition. 

3. Retail may turn out to be the sole buyer of 

inputs from farmers which may lead to dictating 

prices. 

4. May exploit domestic labour for achieving low 

cost production. 

 

The arguments against FDI in retail sector can be 

justified upto a certain extent by quoting 

examples of countries which has introduced with 

such a policy. 

Taking the example of US the huge retail players 

like Walmart have wiped out local merchants 

from business leading to huge unemployment 

and leading to monopoly with unjust and unfair 

pricing with people having no other choice to go 

with. 

Taking the example of china, though the domestic 

retailers are still stronger, the labour class of china 

has been deeply exploited for low cost labour 

with deteriorated conditions of the employees 

working in the production houses of such retail 

giants 
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Q- Do you think it is necessary to raise 

the limits of FDI in India‘s defence 

sector? Examine why. 

 

India is in race of being the dominant force in 

world affairs in the near future. To maintain this 

dominace,it is a prerequisite that the country 

should have a strong and robust military,arms 

ammunition and other technological capabilities. 

various reports point to the ill equipped defense 

equipment- examples are submarine mishaps, 

aging MIG fleets. all these point to a serious point 

that there is a urgent need for revamping defence 

procurement and research for new defence 

technology. 

India being a big procurer for arms due to 

strategic issues, it is quite imperative to increase 

FDI in indias defence sector from present 26%to 

atleast 49%. Technology transfer should be 

insisted for high precision defence equipment so 

that no compromise needs to be done in case 

some tensions break out between the supplier 

and india. 

Having said that it is also necessary to promote 

indigenisation along with FDI,Both should 

complement each other such that latter leads the 

former and slowly we should aim to move 

towards total indigenisation. Since defence 

research requires a lot of investmnets,hence 

initialY this funding needs to be routed through 

FDI AND AT A LATER STAGE THRUST ON 

INDIGENISATION SHOULD BE THE FINAL 

OBJECTIVE. 

====India is currently one of the largest arms 

importing nations in the world. With a perceived 

threat from two sides, maintaining a decent 

defence sector is conspicuous. Raising the FDI 

limits in defence holds the solution to many 

problems. 

Arms manufacture in India is in a meager 

condition. Increased FDI would incentivize 

foreign capital to be invested in the country 

which would reduce our dependence on the 

foreign arms sellers. Self dependency in arms is 

imperative to ensure certainty of arms supplies 

during crises. Additionally, this step would 

reduce India‘s import bill and reduce the current 

account deficit. 

Increasing limits of FDI would also help in 

obtaining new technologies from foreign 

companies which are reluctant to transfer their 

technologies at lower limits of FDI. Morever, 

increase in FDI would also help in boosting the 

manufacturing sector of India, which is in 

doldrum at present. 

However, defence being a sensitive sector, care 

needs to be taken before easing regulations for 

the foreign investors 

 

Q- Do you think it is necessary to raise 

the limits of FDI in India‘s defence 

sector? Examine why. 

 

Naresh Chandra committee was set up to review 

the security architecture of our country. Some of 

its recommendations are:- 

1. Creation of a new post of Intelligence advisor 

to NSA. 

2. Creation of a national intelligence board(NIB) 

that would collate and coordinate all 

intelligences. 

3. Amending Prevention of corruption act – to 

spare those officials that act in good faith relating 

to defence acquisitions. 

4. Creating a permanent chairman of chiefs of 

defence staff committee. 

However, critics have pointed out that NSA is 

already in direct touch with all the intelligence 

agencies and creating a new advisor is not 
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required. Further, the role of NIB is questioned 

when there is already a National security council 

secretariat. Amending the POCA may shield even 

the corrupt officials from close scrutiny and thus 

should be avoided 

 

Q- Will increasing Foreign Direct 

Investment in defence sector 

boost indigenisation? Critically 

comment. 

 

The government has allowed 26 per cent Foreign 

Direct Investment in the defence sector. 

Newspaper reports have suggested that the 

government is considering opening this sector for 

more FDI inflow. However, it is easily forgotten, 

that since 2006 the government has been allowing 

FDI in defence sector upto 100 per cent on a case-

by-case basis. While the proponents of 

liberalisation in the defence sector had argued 

that this would result in foreign companies 

setting up manufacturing facilities in India, the 

story so far has been different as no foreign 

company has shown any interest. These 

companies have preferred India buying arms 

directly. Statecraft is an important element of this 

trend. 

 

Hence, the solution for defence indigenization is 

not as simple as it is being made out to be. The 

process of indigenisation will be slow and 

painful. But, it is the desired goal which no 

government can afford to ignore. So, the need of 

the hour is for the government to create 

possibilities for India to exercise its potential in 

areas where it is strong. The beginning can be 

made in the design sector, where Indian 

companies are showing their prowess. This can 

then be carried forward to manufacturing within 

India, even if it means buying engines from 

foreign companies. 

 

The debate on indigenization of India‘s defence 

needs to be seen from the perspective of security 

of our frontiers. While, there is no doubt that the 

Indian armed forces are ready to face challenge 

from any quarter, there are questions over 

whether the armed forces are ready for a 21st 

century war. Hence, while indigenization needs 

to be the desired goal, it should not mean that the 

country postpones buying essential equipment to 

keep its frontier secure 

 

Q-Write a note on the importance of 

increasing FDI in defence sector. Do you 

think it would promote indigenization? 

Comment. 

 

India‘s defence sector is in dire need of 

modernization.To increase indigenization and 

modernize armed forces,Government has hiked 

FDI limit from 26 % to 49 % in manufacturing 

military equipment. 

Currently India defence industry is 

overwhelming dependent upon the purchase of 

defence equipment from foreign countries. 

The infuse of foreign capital through FDI will 

bring state of technology in defence production, 

introduce competition,will reduce import bill on 

defence weaponry,support auxiliary industry and 

will create manufacturing base for defence sector. 

 

Although there are apprehension regarding the 

national security,these apprehension are 

misplaced as FDI limit to 49% will let the majority 

shareholding with the Indian companies. On the 

other hand it will open a new avenue for the 

domestic partners as they will have access to 

capital and technology. Our defence relationship 

with other countries will also get boost and will 

move from buyer-seller relation to 

partners in defense production. 

 

Further, this increase if not properly 

supplemented from the point of view of 
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indigenization, is unlikely to contribute towards 

the twin objectives of self-sufficiency and self-

reliance. 

 

The increased FDI will stand meaningful only 

when we could achieve the already set target of 

70% self-reliance. In the current scenario to 

strength the India‘s defence sector,increaing FDI 

limit is a good policy move.However the 

independent nature of the indian defence policy 

has to maintained while modernizing the defence 

sector 

 

Q- Write a note on the significance of 

increased FDI in the insurance sector in 

India. 

 

Significance of FDI in insurance sector: 

1. Capital for Growth along with delivery of 

product and risk related expertise. 

2. Increasing customer penetration with a range 

of products that are focused on today‘s uninsured 

population. The life insurance industry is long 

term in nature and requires years of capital 

infusion before it can sustain itself. Arrival of 

more foreign players will induce more product 

and channel innovation with the increase in 

competition. The growth and development of life 

insurance sector will further give a huge boost to 

the tertiary sector in India. 

3. Competition and percolation of benefits to the 

Customers: There are many established Industry 

leaders which by now have reached the 

breakeven point and do not need further capital 

infusion to sustain their growth. However, there 

are many young players in this sector who are 

have been unable to penetrate it successfully even 

with good product portfolios simply because of 

their inability to cache in on investments from 

domestic investors and foreign investors. FDI, 

here can fix this issue. 

4. One of the issue concerning FDI here has been 

about the risk of foreign companies gaining 

control over domestic savings and consequently 

upheavals in International market(like subprime 

crises) can significantly impact the country‘s 

economy. 

5. Growth of insurance sector will also help in 

developing other sectors and providing capital to 

government or PPP related special purpose 

vehicles for long term infrastructural projects 

without the worry of associated long gestation 

period. 

6. Fund capitalization for Government related 

schemes: healthy infusion of capital and possible 

extension of Insurance products especially for 

rural development and related sectors through 

crop-insurance, health insurance, education 

insurance among many others can be a right step 

in making Insurance an inclusive agenda for all. 

 

Q- What is a spot exchange? Comment 

on recent scam related to the National 

Spot Exchange Ltd. (NSEL). 

 
Spot exchange is a platform which facilitates the 
spot trading. Spot trading is immediate or near 
immediate delivery of commodities or currencies 
which are being traded. It is settled on the spot. 
National Spot Exchange Limited is such platform 
for spot trading of commodities like ferrochrome, 
gold, wheat etc. 
 
Under recent scam of NSEL, it was allowing 
forward contracts which were not within its 
mandate. These contracts were being made on 
basis of forged warehouse receipts. In actual, 
there was no underlying commodity for trading. 
 
This systematic & planned scam exposed the 
vulnerability of India‘s financial system. Further 
investigations highlighted the dubious role 
played by Forward Market Commission because 
this fraud happened under its regulation. 
 
A right strategy may be to first press NSEL for 
return of investors‘ money. Thereafter systemic 
reforms for financial regulators in India are worth 
consideration. 
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National Spot Exchange Ltd. (NSEL) was licensed 

to run spot exchange market, where sellers can 

sell commodities and buyers can purchase them 

on spot basis. But, this system was changed into 

futures contracts, where sellers were selling 

commodities to buyers at future dates of like 

t+30, i.e. delivery after 30 days.  

 

Also, they were giving huge returns of more than 

12% and unlike stock market, This, was all done 

on fraud receipts of commodities, from fake 

warehouses, where in fact no physical 

commodities were available to return for the 

money paid. The huge money accumulated 

through selling these fraud commodities were 

loaned by NSEL to private companies needing 

money. These companies were unable to pay back 

the amount borrowed, and thus payment crisis 

occurred and this scam came to open. 

 

Forward Markets Commission (FMC) was 

regulating NSEL and still this scam happened. 

Overall, investors are in peril who invested in 

NSEL due to quick returns are profits. 

Punishment to guilty as well as reimbursement to 

investors is immediately needed 

 

Q- Write a note on the crowd-funding 

concept and the regulatory bodies‘ views 

on it in India. 

 

Crowd funding refers to an online route of raising 

capital by start-up companies, in which online 

retail investors can fund a venture they like and 

believe will give good returns to them. 

As it is a new concept in India and had a potential 

to be misused by unscrupulous elements, SEBI as 

regulator has stepped in with the following rules: 

a) A start-up which has functioned for less than 

four years only can raise fund by this route. 

This was done so that really those ventures in 

dire need of capital would be benefitted while 

older businesses could go for traditional fund-

raising. 

However, a company wanting to reinvent itself is 

shut out of crowd-funding which is 

disadvantageous. 

b) Only Rs 10 Cr could be raised within 12 

months by a company. 

This is advantageous considering that companies 

would stay in a limit raising funds online. 

Disadvantage is that if a start-up has a more 

capital-intensive business plan, it will not find 

favour with this route. 

c) Only those retail investors who have 

experience and can bear losses on capital 

invested, are allowed to invest in crowd-funding 

ventures. 

Regulator has a view here that out of 23 Crore 

online users of India, those who can take 

knowledgeable risk with capital should invest, so 

that new investors do not burn their fingers later, 

by any chance. 

However, reason why this route is successful in 

the West is that any internet user is able to invest 

in ventures and get back return later. Denying 

this may curtail growth of crowd-funding as 

such. 

Therefore, SEBI wants to be cautious as this is a 

new route, yet with coming years it should tone 

down the rules so that start-ups can really be 

benefitted by this open source of funds from well-

meaning online users 

 

 

Growth, development and 

employment 
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Q-Why did India adopt mixed economy 

model? Do you think government 

control of crucial sectors is hindering 

India‘s growth? Critically analyze. 

 

India is a country of diversity and prevalent 

inequalities in Indian society in terms of caste, 

region, and economic. The mixed economy model 

is a welfare liberalism model which means that 

government do take away certain freedom to 

allow for equal welfare of different segments of 

society. 

A polar growth of an economy where rich 

becomes rich and poor becomes poor will lead to 

anarchy in a country. The red corridor in India is 

an example of such scenario where tribal welfare 

was ignored for a long time and thus lead to an 

armed revolution. 

Thus, Indian economy controls such sectors and 

frame new laws which affect the poor population 

to a large extent. These sectors like agriculture, 

industries, finance, railways where large section 

of poor population is exposed needs to be 

governed and safeguarded from exploitation by 

capitalists or fraudsters. 

The Government tries to maintain a balance 

between economic and social growth. Economic 

growth at the cost of social growth will not be 

moral and social growth at the cost of economic 

growth will kill the aspiration of the society. 

Thus, the socialistic aspect of our economy drives 

the social growth and capitalistic aspect drives 

economic growth and the system of democracy, 

where we value views of the people maintains a 

balance between the two philosophies 

 

Q- Should negative outlook for a 

country expressed by the Rating 

Agencies be considered seriously by that 

country? Comment. (150 Words) 

 

Credit rating agencies (CRAs) play a key role in 

financial markets by helping to reduce the 

informative asymmetry between lenders and 

investors, on one side, and issuers on the other 

side, about the creditworthiness of companies or 

countries.  

CRAs‘ role has expanded with financial 

globalization and has received an additional 

boost from Basel II which incorporates the ratings 

of CRAs into the rules for setting weights for 

credit risk. Ratings tend to be sticky, lagging 

markets, and overreact when they do change. 

This overreaction may have aggravated financial 

crises in the recent past, contributing to financial 

instability and cross-country contagion. 

 

Credit rating agencies specialize in analyzing and 

evaluating the creditworthiness of corporate and 

sovereign issuers of debt securities. So the rating 

accredited to a country by major rating agencies 

like Standard and Poor, Fetch and Moody 

substantially impacts the overall foreign 

investment in that country. 

A positive outlook by the rating agencies to any 

nation boost the confidence of investors in that 

nation and and thus gives the inward view of 

growth of the nation in economic and social 

terms. So country should take these rating 

seriously to maintain a high inflow of foreign 

investment and give a positive confidence to the 

outside world of their rational and consistent 

growth. 

 

However, recent failure of rating agencies to 
predict euro-zone crisis and other such crisis has 
really put a question mark on their functioning 
and their rating standards. But for developing 
country like India it is very much inevitable to get 
a good rating in order to boost its foreign trade 
and regain the investors confidence. 
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Q- How is GDP calculated in India? 

Critically examine the reasons behind 

India‘s low growth during last two years 

compared to previous years. 

 

 

GDP is calculated in 3 different ways. Income 

based, consumption based, production based. In 

India all three methods are used but 

predominantly production based method is used. 

It is calculated by the amount of goods and 

services produced in the country. 

Reasons for India‘s low growth are 

1) Inflation – high prices has led to low savings 

and hence low investment, low consumption 

adversely affecting industry and services. RBIs  

steps to curb inflation by increasing interest rate 

has further led to costly loans for industry, Low 

production. 

2) External conditions – Uncertain global 

economy post Euro-crisis. Low aggregate external 

demand for our services industry which during 

the past few years was the prime moving force. 

However, countries like china and Brazil 

managed to maintain their growth rate. Hence, it 

was more to do with our structural domestic 

constraints. 

3) High CAD and fiscal deficit – Government 

went for fiscal consolidation. Less investment on 

infrastructure, health and other vital sectors. 

Didn‘t give the boost needed for stagnant 

economy. Such fiscal consolidation in the short 

run does not yield results but needed for long 

term growth. 

4) Structural constraints – Slow and indecisive 

decision making. SCs stay on mining affected the 

crucial power sector. Project clearance halted due 

to environmental concerns. Agricultural growth 

still lower than required. 

5) Peoples mindset – A kind of gloom and 

lethargy set in. The economy nor the government 

inspired the people. Elections and a new 

government has brought in the much needed 

boost. 

 

 

Q- Explain how GDP is calculated in 

India. Do you think GDP growth rate 

reflects overall well being of a country? 

Comment why. (200 Words) 

 

GDP is the market value of all officially 

recognized goods and services produced in a 

country in a given time, usually a year. GDP data 

are released in India by Central Statistical 

Organization. Currently the CSO sources goods 

data from IIP and services data from RBI to arrive 

at quarterly GDP figures.  

Currently 2004-05 is used as base year for 

calculating IIP data. 

GDP growth reflect the economic growth of a 

country but is not necessarily the indicator of 

over well-being of a country. The reason is that, in 

a developing country like India, the inequality in 

income is very prevalent. 

 So, what the GDP growth reflect maybe the 

progress of a section of population but not 

necessarily of entire population. A better measure 

to reflect the overall well-being of a country is 

HDI. Though there are still debates about the 

accuracy of HDI, but it is a better indicator in 

comparison to GDP figures. 

 

Having said that, the importance of GDP figures 

in an economy can not be underestimated. High 

GDP growth generates employment as well as 

provides resources to the government that can be 

utilized for the well-being of the masses who are 

left untouched by the economic growth of the 

country. 
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Q- Why do you think India‘s GDP 

growth rate which was 8-9 percent a few 

years ago has been constantly 

decreasing? Comment. 

 
With a prolonged Euro Zone crisis and falling 

demand in the global market , Indian exports 

were constantly constricted following the Global 

Economic meltdown in 2008. The goods produced 

had no takers in the global markets , and 

domestic goods were already in short quantity 

leading to increasing inflation. 

The quantitative easing flooded India with cheap 

dollars whose flight due to Federal Reserve‘s 

withdrawal statements had a debilitating effect 

on the economy.Weakening rupee , rapidly 

increasing fiscal deficit and threats of downgrade 

further put off global investors from investing in 

India and policy paralysis within the nation 

dampened spirits of the domestic corporate. 

On the domestic front the lack of infrastructure 

clearance , ban on mining and court intervention 

in mining and telecom sectors further exacerbated 

the situation for the economy. Land acquisition , 

law and order issues forced companies like 

POSCO and Arcelor Mittal to withdraw from 

India. Adding to it the rash behavior of tax 

agencies , shoddy corporate governance and 

retrospective amendments leading to Vodafone 

quagmire further alienated FDI and FII. 

Further constant tensions in global geopolitics 

especially in the Middle East led to rising oil 

prices adding to deficit woes and unstable 

investment climate leading to flight of money 

from all developing economies. 

Large no. of protests, restricted environmental 

clearances, land acquisition problems etc are 

failure of govt. to make consensus among 

different stakeholders to start many new big 

projects. 

 

Q- Why is Rupee depreciating? What are 

the main domestic reasons? Analyze. 

(200 Words) 

 

The rupee is depreciating against the USD due to 
both domestic and new international scenario.The 
domestic factors causing the depreciation of 
rupee are increase in the current account deficit 
touching 4.8% of GDP,slow down of exports due 
to economic recession in Europe and 
USA,increase in imports of oil and non 
productive items like gold. 

other factors are Sudden disinvestment by the FII 
from Indian equity and debt markets,slow 
movements in liberalization policy and weak 
political sentiments causing devalue of the rupee 
against the USD. 

India is the highest importer of gold in the world 
which is an non productive item and its import 
has become inevitable owing to massive demand 
in the domestic market. Also necessary oil import 
has upset the balance of payment and has 
increased the current account deficit. 
the 2008 global economic recession has adversly 
impacted India‘s exports to mainly Europe and 
USA thus affecting balance of trade thereby 
contributing to increase the CAD. 

The markets have reacted very badly like FII have 
taken back their investment due to fear of loss of 
capital, snail pace reforms, policy paralysis 
related to FDI in retail resulting in erosion of 
confidence among the foreign investors has all 
aggravated the fast depreciation of rupee against 
the invoice currency USD. 

 

Q- Explain the different types of deficits 

that an economy faces. Which deficit is a 

better indicator of the health of 

government finances? And why? 

 
primary deficit,=  the fiscal deficit minus interest 

payments, 
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Primary deficit better because if debt has to be 

contained in proportion to the GDP. AS If the 

fiscal deficit goes down, government borrowings 

come down, which pulls down interest rates.   So 

to counter this primary good. 

 

 

Deficit in an government finances comes in four 

ways 

1) Fiscal deficit : is total revenue minus total 

expenditure. As government‘s primary aim is 

meeting expenditure and not making profits, this 

is expected to be negative(deficit), however 

desirable only upto a limit, depending on state of 

economy. 

2) Revenue Deficit : It is revenue income minus 

non-planned expenditure. It indicated govt‘s 

capacity to bear its current( daily) expenditures. 

3) Current Account Deficit : is total value of 

exports( goods, services and dividends) minus 

total value of imports. A high CAD signifies high 

import vis a vis exports that is usually Indian 

scenario. 

4) Primary Deficit : measures total deficit minus 

paid interests. It tells the sustainability of 

government‘s debt. 

Primary deficit along with fiscal deficit represents 
best the fiscal condition of economy. However it 
must be seen in the context of type of economy. A 
Revenue surplus( when it exceeds fiscal defit), 
maybe bad for a crisis ridden economy as it 
means government is borrowing to pay interests! 
. However for a growing economy, it is good as it 
indicates nation is able to generate enough 
income to meet all its capital/current 
requirements. For india, later maybe the case. 
Primary deficit is internationally considered key 
representative of fiscal state, however not so 
much in India, which need to be reversed as it is 
much stable indicator, and not very sensitive of 
government‘s short term policies ( ie CAD) 

 

Q-Explain what import-containment and 

export boosting measures were taken by 

the government to reduce Current 

Account Deficit and stop Rupee 

depreciation in recent months? 

 

Measures taken to stop Rupee depreciation: 

 

India has witnessed huge decline in rupee value 

against dollar. Though these issues are globally 

linked like that of stopping easy money policy of 

USA, outflows of Dollar form institutional 

investors, there are certain steps ought to be taken 

by government to stem rupee slide further to 

deteriorating level. 

Tight measures to contain Liquidity: RBI has 

increased MSF to 10.25 % to arrest liquidity in the 

market. In order to suck out liquidity RBI has 

resorted to OMO(Open Market Operations) via 

the sale of Govt securities to tighten liquidity. 

Besides T-Bills have been auctioned by RBI. 

Measures to contain Gold imports: The main 

reason for rupee depreciation is heavy demand 

for dollar due to strong demand for Gold . Both 

Govt and RBI has imposed certain restrictions to 

contain this Gold imports. 

 

Limiting loan against Gold: RBI has imposed 

restriction on the issue of giving loans against 

Gold maximum up to level of 50 grams per 

customer. Govt has raised import duty on Gold 

10% to reduce imports. 

Raising the limit of FDI: Many sectors like 

insurance, pension, power exchanges and 

Multibrand retail, and credit companies has seen 

increase in the limit of FDI from 26%. This is a 

major step to enhance Dollar inflow in to our 

country. 
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Swap Window:Banks are allowed to avail of 

credit facility using swap window for Dollar 

exchange which really helped the demand for 

dollars from bankers. 

 

Raising the Interest rate for NRI Deposits: By 

increasing the interest rates for NRI deposits will 

encourage NRI to deposits more and more dollars 

in to NRI accounts which can be used by banks 

 

Rupee payment to IRAN imports:Since dollar is 

mainly used to finance for crude oil, govt has 

resorted to importing crude oil from Iran which 

accepts payments in rupee for their partial 

payment 

Export performance measures: Also RBI has put 

restrictions by mandating 20% (1/5) of the 

imports of gold should be exported to encourage 

exports and curtailment of unnecessary appetite 

for Gold. Govt also Focused on improving 

infrastructure to promote exports, facilitating 

manufacturing activity. 

NIMZ: The purpose of creating NIMZ is to 

achieve 25% GDP contribution in Manufacturing 

which will eventually contributing exports of our 

products. 

 

FMS/FPS: Through focus product schemes/ 

Focus product schemes govt is trying to improve 

export performances 

 

Q- What is current account deficit?  What 

measures does government usually take 

to contain it? Comment on the effects of 

such measures on the economy. (200 

Words) 

 

Current account of a country comprises of 

transactions involving 

1. trade in goods and services; 

2. returns(dividends) from foreign investments 

and interest on lendings and vice-versa; 

3. remittances from expatriates and vice-versa. 

If the balance in the current account for a given 

period of time is negative, then the country is said 

to have a current account deficit. 

Government tries to prop up the export sector to 

tackle current account deficit. It provides various 

incentives like tax breaks and interest subsidy to 

the export sector to mak them more competitive. 

Adequate measures are taken to curtail imports 

as well. This involves imposing import quotas 

and high import duty. Also a policy of import 

substitution (by establishing NIMZ, SEZ etc..) is 

implemented to encourage local production to 

reduce reliance on imports. In the present reality 

of demographic shifts where developed countries 

are aging, developing countries can develop 

human resource that can staff these aging 

economies and by their remmittances reduce the 

current account deficit. Also the central bank can 

manipulate the exchange rate(devalue currency) 

to make exports competitive. 

Measures taken by governemnt to reduce CAD 

has various effects: 

1. restrictions on imports can lead to smuggling of 

high demand commodities like gold leading to 

considerable loss of revenue 

2. ill-planned import substituion policy can make 

the economy inefficient and less productive inline 

with the theory of comparative advantage. 

 

A country's current account consists of its visible 

(exports and imports of goods) and invisible 

trade - income and expenditure from export and 

import of services such as banking and insurance, 

and profits earned on investments and 

remittances by workers.  

 

The current account balance is the difference 

between the export and import of the two trades. 

If imports are more than exports then the current 
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account is in deficit. This deficit is usually 

measured as a percentage of GDP.  

 

WHAT ARE THE IMPLICATIONS OF A LARGE 

CURRENT ACCOUNT GAP?  

 

Deficit on the current account means a net 

outflow of foreign exchange. In India's case, this 

means a dollar outgo. Such a deficit could 

exhaust a country's forex reserves if inflows to 

make up the deficit do not materialize. Therefore, 

a country with a current account deficit has to 

attract capital flows, which could be in the form 

of, say, foreign direct investment, to meet the 

shortfall.  

 

But when capital flows are insufficient to meet the 

deficit, the country's currency starts to depreciate 

on concerns that it may find it difficult to meet its 

international commitment or fund its current 

purchases. This is why a current account deficit in 

excess of 2.5% of GDP is seen as worrisome in 

case of India. In the last fiscal, despite getting 

higher capital flows, the country is likely to have 

an overall balance of payments deficit because of 

much higher current account deficit.  

 

WHAT SHOULD THE GOVT DO?  

 

India's large current account deficit has been 

fuelled by heavy gold and crude oil imports. The 

rupee depreciation has served as an automatic 

check on gold imports by making the yellow 

metal expensive. Although crude is softening, the 

potential benefit may not materialize because of a 

slowdown in merchandise exports.  

 

As a result, the current account deficit is expected 

to drop only marginally to about 3.5% of GDP. 

For a sharper decline, India will need to push 

exports and slow down consumption imports 

such as fuel and gold. Raising diesel prices, for 

instance, will help curb demand.  

 

Effects of such measure….lot of industries which 

are dependent on Gold imports like jewellary 

export co…..they feel the heat and lost price 

competiveness in wake of high import 

duty…Loss of employment. 

 

Can lead to god smuggling ..as now it become 

more profitable. 

 

+ if Diesel price increase to curb demand.. then 

also…inflation due to heavy use of diesel in 

public utilities.. like transport. Bus, train, 

vegetables 

 
 

Q- What do you understand by the 

phrase ‗ fiscal consolidation‘? How is it 

done in India? Explain. (200 Words) 

 
http://www.thehindu.com/todays-paper/no-
compromise-on-fiscal-discipline-
chidambaram/article5449862.ece 
 

Fiscal consolidation is a term used to describe the 

creation of strategies that are aimed at 

minimizing deficits while also curtailing the 

accumulation of more debt. It is an important 

fiscal policy of the government. 

India having fiscal deficit 4.5% and CAD of 4.2%. 

Runaway fiscal deficits, leading to unsustainable 

levels of public debt, can cause various 

macroeconomic imbalances such as increase in 

inflation, reduce room for monetary policy 

stimulus, increase the risk of external sector 

imbalances and dampen private investment, 

growth and employment. 

Fiscal consolidation in India is done through 

medium term and long term measures. 

Medium term measures: control of inflation to 

increase people‘s savings; Raising the Tax-to-GDP 

ratio; reducing food, fuel, fertilizer subsidies by 

policy measures; increasing plan expenditure 
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through proper prioritization and efficient use of 

available resources; better design and 

implementation of policies to target beneficiaries; 

accelerating the disinvestment program through 

the right sale price and to reduce risks for retail 

investors; creating the Exchange Traded Fund 

(ETF). 

Long term measures: enactment of The Fiscal 

Responsibility and Budget Management Act; 

financing CAD through external capital inflows, 

increasing foreign exchange reserves; tax 

measures such as increasing direct taxes, 

decreasing indirect taxes, revenue mobilization; 

Supply Side Reforms like accelerating 

infrastructure investment, reducing the 

regulatory and business climate impediments; 

strengthening manufacturing and exports sectors 

for employment generation; consolidation of 

banking and insurance sectors. 

The fiscal consolidation measures are thus 

essential to protect the economy and all 

households. The process of fiscal consolidation 

will no doubt cause some short term pain which 

should be equitably shared. With determined 

policy action and astute political statesmanship, 

fiscal consolidation can be effectively done. 

 

 

Q- The developing world cannot rely on 

a single instrument – the interest rate – 

to deal with both the domestic business 

cycle and the global financial cycle.‖ 

Elaborate. (200 Words) 

 

 

The famous ‗impossible trinity‘ says that a state 

cannot have 

  

(i) free capital flows at a  

(ii)fixed exchange rate while maintaining its 

independent monetary policy.  

 

Given grim domestic conditions in terms of 

inflation and recent growth, India cannot 

dispense with its monetary policy to be defined 

by market itself. Thus RBI ‗indicates‘ market 

direction with its various policies mainly interest 

rates i.e repo rate (and following Reverse repo, 

MSF, BR and so on). 

 

However problem arises when this interest rate 

conflicts with international capital flows. For 

example, recent apprehensions of increase in repo 

following Urjit panel to curb inflation may result 

in appreciation of rupee thus impeding exports 

and thereby widening of CAD. Inversely a low 

interest rate to depreciate currency, thus promote 

exports and boost economy may lead domestic 

inflation. So a change in interest rates alone 

cannot solve Indian domestic and international 

challenges at the same time. 

 

Thus Govt. should bring additional instruments 

like market interventions and making use of its 

forex. reserves to regulate capital flows so as to 

ensure a relatively steady exchange rate while 

focusing interest rates on domestic economy. This 

will ensure long term confident of foreign 

investors at the same time will take care of 

domestic turmoil. 

 

Traditional development theory took a benign 

view of capital inflows into developing countries 

as these filled two critical developmental gaps, 

namely a savings-investment deficit, and foreign 

exchange scarcity. While developing countries 

continue to require large amounts of external 

savings to supplement their own to accelerate 

growth and development, a rapidly globalising 

world with large external imbalances, 

sophisticated financial markets and growing 

spillovers of US monetary policy also results in 

large, volatile capital flows leading to misaligned 

and volatile exchange rates, sudden stops and 
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external payments crises that threaten macro-

economic stability. 

 

There are three key ways in which emerging 

market economies, or EMEs, have dealt 

with global spillovers, although their sequencing 

and deployment have varied enormously across 

space and time. 

 

 first line of defence in EMEs that have floated 

their currencies to varying degrees. This response 

includes greater exchange rate flexibility, coupled 

with adequate reserves that enable market 

intervention where required to deal with 

exchange rate misalignment and extreme 

volatility. 

 

The second way is to use prudential measures to 

address financial stability concerns that may arise 

from failures and leakages from the first line of 

defence, such as domestic credit booms and asset-

price inflation. Higher reserve requirements, 

countercyclical capital buffers, and capping loan-

to-value ratios in the bubble sectors (such as 

housing) and foreign currency lending are some 

of the policy instruments that have been used.  

 

The third way is to impose short-term capital 

flow management measures (CFMs). This 

instrument has recently been recognised by the 

IMF as legitimate in extreme circumstances, and 

also endorsed by the G20 at their sixth Summit in 

Cannes. CFMs are putatively leaky, and more 

effective when imposed on inflows than on 

outflows. There are two broad types of CFM 

instruments: market-based controls, which aim to 

increase the cost of the targeted capital 

transactions to discourage inflows; and 

administrative controls, which impose outright 

restrictions on cross-border capital flows through 

prohibitions or explicit quantitative limits. 

 

All three lines of defence create distortions of 

their own, and at best throw sand in the wheels. 

A point may arise when the three lines together 

are unable to stop the capital flow Juggernaut, 

and an external payments crisis and loss of 

market access follows. There are three tried and 

trusted options available with developing 

countries to deal with this, namely bilateral and 

regional swap agreements, IMF funding and, as 

was done on a large scale during the recent 

financial crisis, liquidity and swap facilities with 

the US Federal Reserve, the issuer of the de facto 

global reserve currency. 

 

What more needs to be done? There is need for 

streamlining the first line of defence, so as to limit 

the distortion of monetary policy by volatile 

capital flows on the one hand, and minimise 

recourse to short-term prudential and capital flow 

measures on the other. Ideally, only those 

prudential and capital flow measures should be 

in place that are desirable and sustainable over 

the long-term. 

 

Developing countries have found it impossible to 

use a single policy instrument - short-term 

interest rates - to simultaneously target both the 

domestic economic cycle and global spillovers 

(the external financial cycle) at the same time. 

According to the widely accepted 'Tinbergen 

Rule', a policy instrument can be effective only if 

it has a single objective. They therefore need a 

new policy instrument that frees up monetary 

policy to target the domestic economic cycle. 

 

The interest rate is clearly better suited to target 

domestic imbalances. Targeting a neutral real 

effective exchange rate, or REER, through market 

intervention, on the other hand, is clearly better 

suited to targeting external imbalances. This 

would, first, ensure that the nominal exchange 

rate remains closely aligned to fundamentals - 

i.e., it responds primarily to the current account 

and is not distorted by volatile capital flows that 

can be destabilising from time to time, even 

though they might at times make it easier to 
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finance current account deficits over the short 

term. Second, by sequestering excessive inflows 

during episodes of excessive inflows, it enhances 

the war chest for combating disorderly 

adjustment which can boost market confidence 

relative to EME peers. Such a policy/instrument 

is also entirely consistent with 1(iii) of IMF's 

Articles of Agreement that purports "to promote 

exchange rate stability". 

 

 

A number of EMEs, such as India, have, as a 

matter of course, relied more on interventions in 

the foreign exchange market to manage volatile 

capital flows. However, they neither target it 

consistently, nor are they consistent in the use of 

instruments to achieve their target. A consistent, 

well-articulated and effectively communicated 

exchange rate and/or reserve management policy 

which protects monetary independence has still 

to be worked out by EME central banks. The use 

of separate instruments to target domestic and 

external balances by the central bank must be 

done within an overall framework of policy 

consistency that attenuates conflicting outcomes.  

 

There would, for instance, be no conflicting 

outcomes when there is a need to tighten 

monetary policy and sell foreign exchange 

reserves, or inversely when there is a need to 

loosen monetary policy and buy foreign exchange 

reserves. There could, however, be some conflict 

when there is a need to loosen monetary policy 

and sell reserves, and inversely when there is a 

need to tighten monetary policy and buy 

reserves. In the case of such conflict the central 

bank would need to conduct 

sterilisation/liquidity provision operations 

alongside market intervention so that the 

monetary policy stance is not compromise 

 

 

 

Q- In recent years, emerging economies 

are encouraging their nationals to 

acquire large tracts of land in foreign 

countries and use them for farming 

purpose. What is the rationale behind 

such a  move? Do you think it‘s a sound 

policy? Comment. (200 Words) 

India has acquires about 6 lakhs hectares of 
Ethiopian land for development of agriculture. 

Not only India but Saudi Arabia, China, United 
Arab Emirates, South Korea and the acquire the 
lands not only in Ethiopia but also in Sierra 
Leone, Liberia, Cambodia, Mozambique, Niger, 
Sudan.  

Most of the countries which invest in these 
countries are either densely populated or lack 
more agricultural land to increase the food 
production, along with increased farm 
production the investing countries are there to 
make profits by export of the crops. 

This profit motive is primary factor of investment 
because here countries as such do not invest but 
corporate invest to ripe benefits.  

But with acquiring land these countries are 
displacing subsistence farmer and destroying the 
agricultural diversity and forest diversity. 

The policy in order to be sound must take into 
account the needs and aspirations of the local 
people like infrastructure, roads, hospitals, 
schools and local food security and sharing the 
profit and most importantly displacement and 
rehabilitation policy with the local people.  

This lopsided policy gets proved when recently 

an Indian tea plantation company was attacked in 

Gambella in Ethiopia. The attackers justified there 

illegal action on account of destroying their rich 

forest resources. So India must now find a way 

out to save the future of Ethiopian people, the 

business prospects of Indian investors and more 

importantly the image India carries in the minds 

of African people of being a pro-poor policy 

driven country 
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Q- Analyse employment and 

unemployment trends post 2004-05 as 

revealed by various reports in recent 

days. 

 

 from 2004-04 onwards there has been a 

landmark change in employment pattern. it 

has witnessed a shift in pattern of work from 

agriculture to non agriculture but with 

productivity and an increase in income. 

 with real estate boom in early 2000s, there 

was tremendous increase in construction of 

buildings and therefore a majority of people 

shifted to construction work which 

guaranteed employment every day due to 

increase in construction activities. 

 income falls when a sector has more workers 

than required. and in early 2000s,one 

venture was not over populated and thus 

the employment was distributed among 

other ventures like government schemes, 

state migration etc. 

 a large no of people were benefited with 

employment guarantee schemes like 

MGNREGA, PMGSY, IAY, Bharat nirman 

etc. 

 another shift was seen in migration of 

people from rural areas of noth india to 

economically developed southern states like 

kerala, tamil nadu, karnataka etc, and then 

in turn compensated the crisis of cheap 

labour of the states. 

 some of the government subsidies in the 

form of cheap oil, gas, sugar etc helped 

people to save a lot more money too. 

 all these increased the income of people and 

therefore an increase in demand of 

consumer goods like mobile, tv, garments, 

processed food like biscuit etc eventually it 

created a feed back loop of increasing 

demand, need for more production and 

consumption of the same. 

Q- The two dimensions along which 

India fares worst are generation of 

employment and protection of the 

environment while growing its GDP.‖ 

Do you agree with the statement? 

Explain why. Also shed light on how can 

India perform better in this regard. (250 

Words) 

 

 The Growth of any nation in complete and 
balanced sense always include social, economic 
and environmental factors together. 

Mere economic growth and higher GDP cannot 
be correlated to the overall growth of any the 
country. We were proud to be a part of high GDP 
growth country few years back and one of the 
fastest growing economies along with China. 

 
But in terms of social equity, employment 
generation and environmental concerns India‘s 
performance is dismal. We are not doing well on 
any of the three goals we have set ourselves: 
faster growth, more inclusive growth, more 
sustainable growth. We are nowhere near to 
achieve Millennium Development Goal(MDG) by 
2015. 

 
According to a recent framework developed by 
Boston Consulting Group (BCG) named 
Sustainable Economic Development Assessment 
(SEDA) which is an instrument to assess the 
effectiveness of countries in converting GDP 
growth to ‗well-being‘ of citizens. 

It considers performance along 10 dimensions as 
indicators of overall well-being. These are: GDP 
percapita, economic stability, infrastructure, 
employment, education, health, income 
inequality, governance, civil society and impact 
on the environment. 

In the ranking India seems to be doing worse 
than its peers like BRICS countries, Indonesia and 
neighbours like Pakistan, Bangladesh, Sri Lanka 
and Nepal 
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While carrying out large projects India ignores 
their impact on environment grossly and 
consequently ranks very high in terms of most 
polluted nations of the world. India is turning out 
to be the largest demography where by 2020 
highest population will be in the working age and 
ironically it doesn‘t have the good infrastructure 
base to generate ample employment 
opportunities. 

The manufacturing sector of the country is doing 
very poorly and not able to generate employment 
at large. Many PSU units are either sick or 
performing well below the threshold limit. 
 

The need of the hour is to give ample push to the 
manufacturing sector by changing the whole 
structure which can cater the growing 
employment needs. The big corporations be 
strictly regulated to contribute more towards 
Corporate Social Responsibility and develop 
policies to sustainable growth without impacting 
environment.  

The second requirement is the development of a 

sustainability policy that is implemented in a 

participatory manner. Then only we can inch 

closer towards achieving MDG in near future 

 

Q- What do you understand 

by purchasing power parity (PPP)? 

explain with examples. Do you think 

GDP per capita is good indicator to 

know the standard of living in an 

economy? Explain why. 

PPP –Purchasing power parity indicates the 

relative value of different currencies. It talks 

about the strength of currency for purchasing a 

commodity in different economies.  

For example if the price of 1 kg each of sugar, 

wheat, veggies in India is Rs. 1700 and the same 

commodities in American market is available in 

$100 then the exchange rate of dollars vs. Rupee 

will be $1 = Rs. 17 in terms of PPP. 

 GDP per capita is obtained by dividing total 

domestic income of a country by its total number 

of population. It‘s not a good indicator to know 

the standard of living as such, because, the 

economy may have a very small section of very 

high income group and a large section with very 

small income, thus bringing mean income to be 

good enough. But, this good enough mean 

income does not represent equal distribution of 

income in society. Also, GDP per capita is only 

based on monetary standards of products and 

services and doesn‘t take into account intangible 

things like happiness, security, leisure, cultural 

resources, physical health, environmental quality 

issues, which make up the human life and are 

therefore equally essential for measuring 

standard of living. 

Similarly GDP only calculate value added to the 

economy by a particular activity but in carrying 

out that activity it may harm the environment & 

may affect the livelihood of other people 

adversely. GDP is not taking into account such 

negative impact. Therefore, if we take GDP as a 

measure of welfare of the economy we shall be 

overestimating the actual welfare. 

 

Q-It‘s said that India needs a friendly 

labour policy to improve its economic 

growth. Examine the issues involved and 

explain what reforms are needed in its 

labour policy. 

Rigid Labour laws in India have been cited as the 

one of the impediment to the industrial act. Most 

of these laws socialist bend , which conflict with 

the industrial competitive environment of the 

liberalised era. The situation is further 

complicated by existence of federal polity , where 

centre and states both have labour laws relating 

to the overload and increased litigation for the 

enterprises. 

The conditions for retrenchment and lay off are 

very stringent and it become very difficult for a 
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enterprise in manufacturing sector to shed off 

even inefficient employees or undergo 

modernization by becoming capital intensive.This 

has also created hegemony of Unions and 

industrial unrest in Government Deptts like 

Railways & Ordnance Factories, PSU‘s like -BHEL 

and in private firms like Maruti , Honda etc. 

Another aspect is that , to escape from these laws 

, informalization of workforce have occurred. 

These are contractual employees who can be 

easily hired and fired . These employees are 

devoid of any social security benefits like health 

care , pension etc. and have to live on minimal 

wages.. About more than 90 % of the workforce is 

believed to be in the unorganized sector. 

There arise a need to amend age old laws like 

Industrial Disputes Act ,Factories Act to suit to 

modern competitive era. Labour policy should be 

designed that it should increase formalization of 

workforce and lead to economic growth i.e. 

inclusive too. 

The major issues in the labour policy are as 

follows: 

1. Exit route for sick units: Loss making 

companies should be provided an easy exit route 

without harming the interest of the workers. 

2. Informalization: Today more than 70% of our 

workers are in informal sector, this trend needs to 

be reversed. 

3. Social Security: The workers do not enjoy social 

security like pensions, insurance etc. 

4. Red Tapism: Bureaucratic pathologies lead to 

delays in implementation of projects hence harm 

the worker class. 

5. Skill development: The labour class should be 

provided adequate training to improve their 

efficiency. PM‘s skill development council, 

National Skill Development  

Corporation are steps in the right direction. 

 

  first the contractual system,  

 second the concurrent list and  

 third the dispute resolution.  

 

The compliance of labour related enactments 

should be linked with incentives. This will make 

the enterprises compete for setting up standards 

of excellence, both in product and labour markets. 

 

Q- What is distress migration? Analyze 

the its pattern in India and explain how 

can it be checked? (200 Words) 

  

 

Distress migration is the large scale exodus of 

poor agricultural or landless laborers, especially 

in the productive age of 26-60 years, from villages 

to urban areas ,in search of all the year round 

work, health facilities and over all a better 

standard of living. 

 

Huge population in rural areas has led to scarcity 

of land, farm incomes drying up due to crop 

failures owing to droughts or floods. This leads to 

rural indebtness, low-wages and irregular income 

of rural population. Thus Resorting to migration 

towards cities to avoid economical poverty has 

been very common which is reflected in census of 

2001 which showed that rise of urban population 

was more than the rural.  

 

Distress migration in the past has led to 

exploitation of rural workers through deprivation 

of minimum wages or social securities like 

pension, maternity entitlements etc. Also, lacks of 

housing, health care and sanitation have resulted 

in the deterioration of their living standards. 
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According to CAG report, Post 2006, 

government‘s initiatives like MGNREGA, have 

led to reduction in Distress migration 

considerably. Improving on agriculture with 

increased irrigation, crop insurance, scientific and 

weather related telephonic services( like Kisan 

Call Centre), universalizing the ICDS for better 

health care, enabling infrastructure to enhance 

food processing activities, handicrafts, are some 

steps which could help 

 

 

 

Q-In your opinion, should India be 

considered as an ‗Emerging Economy‘ or 

‗Developing Economy‘? Explain why. 

 

Emerging economies are those economies that 

have all potentialities of becoming a developed 

nations, but are not yet there. In other words, 

these are the next in race for developed economy 

tag. 

A developing country is a nation with a lower 

living standard, underdeveloped industrial base, 

and low HDI relative to other countries. 

India‘s position viz a viz these factors 

1) Per capita income though is higher than many 

other developing nations, more than 400 million 

people leave below poverty line. Thus India has 

the highest burden of poverty in the world. This 

also means that there is a high disparity in the 

society. 

2) India ranks 136/186 in terms of HDI showing 

we are no where close to even our neighbours 

who are generally considered as developing 

nations 

3) India has experienced large growth in service 

sector over the past decade. But this has not 

essentially translated into employment 

generation. Moreover the decline in agriculture, 

the mainstay of the national economy has not 

resulted in any lower dependence on it. More 

than 60% population still depends on agriculture. 

4) Other issues like burden of diseases (India is 

the first), CMR, MMR, lack of access to sanitation, 

lack of access to safe drinking water and other 

such issues also weigh against India‘s status as 

emerging economy. 

Thus one can conclude the nation has a long way 
to go before it can truely consider itself emerging 
economy. At present the nation is a developing 
nation. 

 

Q-Critically examine the measures taken 

by the government to ensure safety for 

workers in industries. 

 

The horrors of Bhopal Gas tragedy still haunts 

our country and we wish to see no such accidents 

in future. To ensure that there is least risk of 

occupation hazards and maximum safety Indian 

governments both at central and state levels have 

taken the following steps: 

Administrative level: 

a)Establishment of Directorate General of Factory 

Advise Services and 

Labor Institutes 

b) Establishment of Directorate General of Mines 

Safety 

Institutional level: 

a)National Safety Council of India: it is 

responsible for developing the consciousness 

about safety in industrial workers 

b)Establishment of Regional Labour Institutes 

c)National Board on occupational safety and 

health 

Legislative level: 

a) the Factories Act: it defines the conditions of 

work, gives guidelines for occupational health 

and safety 

b)the Mines Act 1952: it gives guidelines for 

regulation of mine safety 

c)Explosives Act 

d)Indian Boilers Act 

Policy level: 
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National Policy on Safety, Health and 

Environment at work place. 

Awards: 

a)National Safety Awards for factories and docks 

b)National Safety Awards for mines 

Bureau of India Standards has come up with 

IS18001: 2000 Occupational Health and Safety 

Management System — an Indian standard on 

occupational health and safety. 

But despite all these efforts the accidents at 

factories have not ceased to exist. The reasons 

behind this are firstly, there is a very poor record 

of the people responsible for the accidents being 

brought to book. The Bhopal Gas leakage accident 

is yet to see the real culprits behind the bars. 

Hence, a major deterrence of being punished by 

the law is rendered ineffective. Secondly, the 

investigative mechanisms for industry related 

accidents is not that robust.  

 

The local police who is responsible to undertake 

such investigations are often poorly equipped to 

carry out such technically demanding 

investigations and reaching the main culprits. The 

weakness in investigation then further leads to 

delayed prosecution and the management of 

industrial organizations loose the seriousness of 

the legal procedure leading them to take a 

lackadaisical approach towards safety.  

Further, to survive the competition the easiest 

route of cost cutting is to compromise on safety 

which often leads to fatal accidents. Moreover, a 

general lack of awareness towards the importance 

of safety in the workers aggravates the problem. 

 

Workers safety necessitates a reorientation not 

only in the minds of the employers and the 

government, but also in the attitudes of the 

employees and the general public. An integrated 

approach is to be adopted to have a healthy and 

hazard free industrial environment. 

 

General Economy related 
 

RUPAY 

 

card payment scheme launched by the National 

Payments Corporation of India (NPCI), has been 

conceived to fulfill RBI‘s vision to offer a 

domestic, open-loop, multilateral system which 

will allow all Indian banks and financial 

institutions in India to participate in electronic 

payments. 

 

―RuPay‖, the word itself has a sense of nationality 

in it. ―RuPay‖ is the coinage of two terms Rupee 

and Payment. The RuPay Visual Identity is a 

modern and dynamic unit. The orange and green 

arrows indicate a nation on the move and a 

service that matches its pace. The color blue 

stands for the feeling of tranquility which is the 

people must get while owning a card of the brand 

‗RuPay‘. The bold and unique typeface grants 

solidity to the whole unit and symbolizes a stable 

entity. 

BENEFITS: 

1)Lower cost and affordability(as it domestically 

cleared, so low cost) 

2)Customized product offering 

3)Protection of information related to Indian 

consumers 

4)Provide electronic product options to 

untapped/unexplored consumer segment (rural 

areas) 

5)Inter-operability between payment channels 

and products(atm, mobile tech and cheque) 

 

 

Q- How do chit funds work? Critically 

examine the reasons behind chit fund 

scams in recent times. Also explain what 

measures has RBI taken to regulate 

them. 
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Chit Funds activity involves contributions by 

members in instalments by way of subscription to 

the Chit and by rotation each member of the Chit 

receives the chit amount. The subscriptions are 

specifically excluded from the definition of 

deposits and cannot be termed as deposits. While 

Chit funds may collect subscriptions as above, 

they are prohibited by RBI from accepting 

deposits with effect from August 2009. 

Ponzi schemes or Prize Chit schemes are those 

schemes that collect money from the public on 

promises of high returns. As there is no asset 

creation, money collected from one depositor is 

paid as returns to the other. Since there is no 

other activity generating returns, the scheme 

becomes unviable and impossible for the people 

running the scheme to meet the promised return 

or even return the principal amounts collected. 

The scheme inevitably fails and the perpetrators 

disappear with the money. 

 

The reason for chit fund Scam are: 

1. Financial illiteracy among masses, majority of 

victim are less educated, thus do not know about 

the risk involved and get lured to chit fund. 

2. Absence of alternative investment option. 

3. Lure of unrealistic return which becomes basis 

of marketing for chit funds. 

4. Absence of regulatory framework , chit funds 

are monitored by states, which do not have 

proper expertise to monitor chit fund. 

  

Chit funds in India are governed by various state 

or central laws like Chit Funds Act 1982, Chitties 

Act 1975. Organised chit fund schemes are 

required to register with the Registrar or Firms, 

Societies and Chits. RBI is not directly responsible 

for regulating Chit Funds but post Supreme 

Court directions, it is orienting itself to enlarge 

the financial services in the rural areas and also 

advising in putting a check on such fraudulent 

chit funds to Government. Promotion of 

awareness and financial inclusion is one of the 

most significant step to put an end to these ponzi 

chit funds 

 

 

Q--Why do you think chit funds or ponzi 

schemes still persist in spite of many 

scams? Comment. 

 

The underlying mechanisms of all fraudulent 

schemes essentially remain the same – targeting 

the ignorant masses and loopholes in the system. 

A close inspection of the causes behind the 

frequent recurrence of such scams reveals the 

following facts: 

 

 

 

Administrative ambiguity:  

  

Aggressive marketing: The promise of high 

returns is the basic allure of such schemes. They 

become the seller of dreams. 

 

Ignorance of investors:  

 

Lack of financial inclusiveness. There was a study 

which showed that most of the victims of Ponzi 

scams did not have bank accounts. They 

deposited money as saving, not always in the lure 

of windfall gains. 

  

Lack and overlapping of regulatory mechanisms. 

The way regulators function encourage the 

perpetrators to devise such ponzi schemes.  

 

Another reason is the delay in operation of law 

and investigations or the lack of efficiency in legal 

setup. For instance, the Sahara case is still 

continuing after 6 years and money of such a 

large number of people is struck. Same way, in 

Saradha case, people having influence in state 

machinery are yet to be named and investigated. 
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A lack of investment options and unawareness 

among investor has the effect of continuance of 

such fraudulent schemes. 

  

A chit fund in India is a financial investment 

scheme as defined in Section of the Chit Funds 

Act, 1982. A Ponzi scheme is however a 

fraudulent investment operation where the 

operator, which promises to pay returns to its 

investors from new capital paid to the operators 

by new investors, rather than from profit earned 

by the operator.  

Finally the involvement of political parties with 

such funds not only protects them but also give 

them legitimacy in the eyes of potential 

investors.However all Chit funds cannot be all 

termed as hoaxes. Chit funds with their Hassle-

free documentation, simple terms and conditions 

have played an important role in the financial 

development of people of south Indian state of 

Kerala What is required is to bring them under 

the ambit of a single regulator or law and look 

out for ponzi schemes.   

Q-What are the salient features of the 

Prize Chits and Money Circulation 

Schemes (Banning) Act, 1978? Why was 

it in news recently? Explain. 

  

Since Chit Funds can be considered as contracts, 

they are placed in Concurrent List of the 

Constitution, and hence both Central and State 

Governments are competent to make law in this 

subject. Accordingly, the Prize Chits and Money 

Circulation Schemes (Banning) Act, 1978 defines 

the chit funds and prohibit any illegal chit fund 

scheme. The responsibility of enforcing the 

provision of the act lies with State Govt.  

 

Some of the salient features of this act are: 

 

1) Both the promoters as well as members 

subscribed to such chit funds are guilty under 

this act. 

2) The Act carries a maximum sentence of 3 years 

and minimum sentence of 1 year. 

3) In case the offence is conducted by a Company, 

the person in charge of the company shall be 

liable for prosecution under this Act. 

4) This Act does not apply to State Govt, Banking 

Company or any charitable/educational 

institution notified by State Govt. in consultation 

with RBI. 

5) All the offences under this Act are cognizable. 

 

CEO of Amway India was recently arrested 
under the provision of this law. Direct selling 
laws are not clear in India and Andhra Police 
used this law to arrest him as PIL was filed 
against Amway for money laundering or using 
money collected illegally. 

 

Q-Safe Savings scheme (100 Words) 

 

Safe Savings scheme  =  announced by the West 
Bengal government in the wake of the Saradha 
scam for protecting people from the allurement of 
dubious finance companies offering supernormal 
returns.  

The government had widely publicized Safe 
Savings scheme by saying that one of its 
companies, the West Bengal Infrastructure 
Development Finance Corporation Ltd., shall 
provide forms for the scheme with four PSBs 
collecting the deposits through their branches.  

Extra information:-How Chit funds and crooks raise so 
much money . 
 

How does a bunch of crooks raise so much 
money? 

Lay investors compare returns with post office 
saving schemes. Anything that looks dramatically 
better is irresistible to them. Ads, advertorials, 
word-of-mouth campaigns, collection outlets in 
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every nook and corner, and hefty margins to 
collection agents work wonders. 

But aren‘t there restrictions? 

There‘s a way out. These are neither deposits, nor 
loans, nor bonds, nor stocks. The person who 
invests may be given a title to a tiny slice of land 
the company buys or promises to buy. It‘s as 
bizarre as collecting money against teak or 
sandalwood saplings that would be worth crores 
ten years later. 

Is that how chit funds operate? 
 
No way. Chit funds‘ business model is different. 
Say, each member in a group of 20 puts in Rs1 
lakh to create a corpus of Rs2 core. The fund 
conducts an auction and members bid to borrow. 
The winner – say the one quoting a 40% discount 
— would borrow Rs1.2 crore, but has to pay back 
Rs2 crore after 20 months. The pieces of paper on 
which the discounts are scribbled in the auction 
are called chits. 

How did the bubble burst? 

Saradha indulged in sharp practices of paying 
huge agent commission – as high as 30% — and 
investing illiquid assets like land. It could not 
generate abnormal returns that were promised 
after paying agents and another 10-15% to staff 
and in ads. Money raised in 2008 was coming up 
for repayment and no fresh funds could be raised 
to repay as the word was out that Saradha was in 
trouble. 

One hears of various entities that raise money… 

There are Nidhis or benefit companies in the 
South, but they are much smaller in size. Here, 
one has to become member by paying a token fee. 
Members can deposit money as well as borrow. 
Like chit funds, there is no cap on money that can 
be raised. 

Are there ways to sidestep regulations? 

An influential Andhra businessman tried it a few 
years ago by using an HUF (or Hindu undivided 
family) entity to raise collections. It was a unique 
structure where beneficiaries of the HUF were 

family members, but depositors were general 
public. There was no explicit ban on this. But the 
then state government opposed it. 

What about the Sahara model? 
 
Sahara raised money by issuing optionally fully 
convertible debentures to crores of investors. But 
others can‘t take this route any more with the 
Supreme Court backing SEBI that such securities 
have to be listed and regulatory approval is a 
must if number of investors is more than 50. 
 

Is it end of road for shoddy operators? 

It will be tougher for them. But public memory is 
short. And, scamsters stay ahead of rule makers. 
In a country as large as India, it‘s almost 
impossible to stop ‗cheat funds‘. 

A chit fund is a kind of savings scheme practiced 
in India. A chit fund company is a company that 
manages, conducts, or supervises a chit scheme—
as defined in Section of the Chit Funds Act, 1982 

Q-Duty Drawback Scheme (50 Words) 

Various schemes like EOU, SEZ, DEEC, 
manufacture under bond etc. are available to 
obtain inputs without payment of customs 
duty/excise duty or obtain refund of duty paid 
on inputs. In case of Central Excise, 
Manufacturers can avail Cenvat credit of duty 
paid on inputs and utilise the same for payment 
of duty on other goods sold in India, or they can 
obtain refund. Schemes like manufacture under 
bond are also available for customs.  

Manufacturers or processors who are unable to 
avail any of these schemes can avail ‗duty 
drawback‘. Here, the excise duty and customs 
duty paid on inputs is refunded to the exporter of 
finished product by way of ‗duty drawback‘. 
Section 75 of Customs Act provide for drawback 
on materials used in manufacture or processing of 
export product. Section 37 of Central Excise Act 
allows Central Government to frame rules for 
purpose of the Act. Under these powers, 
‗Customs and Central Excise Duties Drawback 
Rules, 1995‘ have been framed. 

http://economictimes.indiatimes.com/topic/chit-funds
http://economictimes.indiatimes.com/topic/Saradha
http://economictimes.indiatimes.com/topic/Sahara-model
http://en.wikipedia.org/wiki/India
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It may be noted that duty drawback under section 
75 is granted when imported materials are used 
in the manufacture of goods which are then 
exported, while duty drawback under section 74 
is applicable when imported goods are re-
exported as it is and article is easily identifiable. 

 

Q- ―Agriculture is a powerful instrument 

for national integration.‖ Comment. (150 

Words) 

Monsoon plays unifying role for Indian 
agriculture, as agriculture in India is majorly 
dependent on rain.   

Cause of Agriculture = Internal migration of 
Labour force = helping in cultural exchange from 
one part to another =  helping in  promotion of 
brotherhood and unity = people from one state 
are settling and residing in another state (As our 
constitution supports under A-19) 

Internal migration = helps in utilising surplus 
labour from Bihar & UP region to labour deficit 
region of Punjab & Haryana  and other regions 
too. 

Agriculture = gives raw material for secondary 
sector = which in turn gives services for tertiary 
sector. Robust Agriculture acts as base for all the 
sectors of the economy. 

Now days= food processing industries = sunrise 
industries = utilising the demographic dividend 
of India = helping India in its Food security 
targets = making it self reliable. 

The relationship between food self-reliance and 
national sovereignty became evident when 
several significant resolutions became possible 
only because of sufficient food grain reserves.  

Agriculture has been the principal means of 
livelihood for Indians as it contributes a 
significant figure to the country‘s Gross Domestic 
Product. The right to information can be 
implemented with the help of files, but the right 
to food can be implemented only with the help of 
farmers.  

In India farmers have a common need of 
opportunity for assured and remunerative 
marketing. They are delighted to share their 
knowledge and expertise freely without thought 
of intellectual property rights. India has become 
the first nation in the world to make access to 
food a legal right.  

India being a vast country with diverse soil and 
climatic condition makes area of agricultural 
specialization like onion from Pune-Nasik belt, 
cotton from Deccan area, banana from Andhra 
Pradesh, mustard from Rajasthan, fish product 
from coastal regions, temperate fruit from 
Himalayan regions, wheat and rice produced by 
Punjab farmers feed several parts of India. 

Areas specialize in particular crops but demands 
are throughout the length and breadth of the 
country, this integrates the country by mutually 
fulfilling the food demands. 

Thus agriculture in a way integrated the country.  

Along with the food demand, the farmers from 
across the country have similar problems like 
power shortage, pest resistance, low MSP, storage 
problem, demand for water, price volatility, 
fertilizer price.  

Agriculture with its opportunity and challenges 
unifies the nation into one entity. 

 

Q-Domestic Tariff Area (DTA)  (50 

Words) 

 

Domestic Tariff Area (DTA) or Domestic Tariff 
Zone (DTZ) means an area within India that is 
outside the Special Economic Zones.  

The unit‘s operating under certain specific 
schemes such as EPZ/SEZ/EOU are expected to 
carry out their activities within a customs bonded 
area. Any area which is not under 
the jurisdiction of a custom bonded area is called 
a Domestic Tariff Area. 

Extra-- country’s first Aerospace Special Economic 
Zone (SEZ) at Adibatla (is a village in Ranga Reddy 
district in Telangana, India.) 

http://en.wikipedia.org/wiki/India
http://en.wikipedia.org/wiki/Special_Economic_Zone
http://en.wikipedia.org/wiki/Free_trade_zone
http://en.wikipedia.org/wiki/Special_Economic_Zone
http://en.wikipedia.org/wiki/EOU
http://en.wikipedia.org/wiki/Task_(project_management)
http://en.wikipedia.org/wiki/Customs
http://en.wikipedia.org/wiki/Jurisdiction
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Q-In the light of recent policy decisions 

on gold, critically examine the 

importance of gold to the Indian 

economy. 

 

In India the demand for gold specifically gold 

jewellery is rooted in religious and ritualistic 

preference, preferred form of wealth for women 

and as a hedge against inflation. Gold is also 

viewed as a secure and easily accessible savings 

vehicle by the rural community, where around 

70% of the population lives.  

Gold is the 3rd largest component of India‘s 

import bill beaten only by crude oil and capital 

goods. Indians are the biggest buyers of gold in 

the world; and the country also the largest 

importer of it. 

 

Unlike Crude and capital goods however gold as 

a commodity on its own does not add much to 

the productive capacity of the economy.Many 

Indian citizens prefer to buy and store gold rather 

than put their money in banks, which in turn 

means banks have fewer reserves and can lend 

out less money.  

 

The lower amount of money lent means that 

credit is more expensive to come by, leading to a 

more restrictive credit environment and therefore 

less investment by companies. Additionally the 

increased demand for gold adversely impacts the 

current account deficit(CAD) of the nation and 

replaces the demand for hard currency, which 

exacerbates currency depreciation. There is also 

reason to believe that a part of investment 

demand for gold assets is out of black money. 

 

Keeping in view of such implications, the RBI had 

clamped down on gold imports last year to bring 

down a widening CAD. The measure helped 

reducing CAD from the then close to 5% to the 

present 2%. However high import duty gave rise 

to smuggling. The jewelry sector was also badly 

hit. Following these the central bank had 

loosened the restrictions recently. 

 

But the fundamental question remains if the 

Indian‘s insatiable love for the metal can ever be 

outweighed by the authorities ‗hatred‘ for the 

same. Interestingly Gold has outperformed stocks 

and bank deposits in the last five years. Only gold 

and no other asset has consistently beaten 

inflation. 

  

Therefore the sensible and workable way is to 

increase monetisation of gold. The government 

should encourage gold loans by banks and non-

banking institutions.  

 

Q-Examine why voluntary disclosure of 

income schemes (VDIS) was 

implemented and what has been its 

record. 

 

VDIS was declared in 1997 to incentivize tax 

evaders to pay taxes on their hoarded up ‗black‘ 

money. They were promised immunity from 

penal provisions of financial laws. Govt got a neat 

INR 78 billion in tax receipts, evaders got to 

launder their ‗black‘ without running afoul of 

law. 

 

But there were two losers in this apparently win-

win situation, the honest tax-payer and the 

general public whom the govt supposedly 

represents. The tax rates were not penal, 

considering that only the top tax bracket had 

‗black‘ to disclose. So the evader made more 

profit, while the honest tax-payer was made a 

fool. 

 

There was no strong machinery to make sure if 

the disclosed ‗black‘ was a product of evasion or 

of crime. In fact, no machinery could go into the 

money-trail of those 3.5 lakh people who used the 
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VDIS scheme. Crimes are committed against 

state, not individuals. Thus by allowing ‗blood 

money‘ to be laundered, the public was made a 

fool. 

 

The SC lambasted the Govt, for treating proceeds 

of evasion and proceeds of crime (fraud etc) at 

par. CAG criticized the govt for various 

irregularities in the scheme. 

 

In a nutshell, VDIS benefited the economy. But it 

was not fair or just. The govt took the easy way 

out, by declaring amnesty for the criminals rather 

than apprehend them. 

 

 

Q-What is ‗bilateral advance-pricing 

agreement (APA) ‗? Why and between 

who this agreement is signed? Explain. 

  

 

‗Bilateral Advance Pricing Agreement (APA)‘ is 

an agreement between a tax payer, tax authority 

of a tax payer‘s home country and tax authority 

of another country in which tax payer has 

operations. By concluding B-APA, tax payer gets 

exact amount that it has to pay to the each tax 

authorities or country. The proportion of tax 

sharing among the two countries is determined 

among them. To enable this a bilateral treaties 

among the two country must be there. B-APA 

helps in avoiding confusion and litigations by 

MNC‘s.B-APA is signed by tax payer (or MNC) 

with the host country (country in which it has its 

operation) and its home country (where it is 

based out of) 

 

Q-What do you understand by ‗advance 

pricing agreements (APAs) ‗ that is in 

news lately? Elaborate and explain their 

significance. 

 

APA is an agreement between a taxpayer and the 

tax authority over the methodology to be used for 

computing the arm‘s length price of transactions 

among group companies. India has signed 

DTAAs with few countries but it restricts signing 

a bilateral APA despite some companies from 

these countries showing interest in bilateral 

APAs. 

 

 An APA allows the domestic tax authority 

to agree on a predetermined methodology 

of tax deduction from the subsidiary.  

 This brings certainty in future tax 

collection.  

 APA checks the whimsical and 

nonprofessional practices like 

retrospective taxation.  

 This reduces unnecessary litigation.  

 APA boost the investment climate of 

nation by generating a fair playfield. 

BAPA, an advanced version of APA, involves 

three parties in tax determination i.e. host 

country, MNC and country of origin of MNC. 

Thus the certainty in tax conclusion is fully 

secured which in APA is still open to the 

determination of origin country. 

 

India is advancing towards BAPA to improve its 

Doing Business Rating and Investment 

destination ranking that has plummeted after 

retrospective taxation policy. Japan is probably 

going to be the first nation to sign BAPA with 

India 

 

 

Q-Explain the negative effects of El Nino 

on various sectors of the Indian economy 

 

El Nino affects the south west Monsoon in India 

which is the lifeline of Indian agriculture and 

economy. A poor Monsoon has a domino effect 

on all associated sectors. 

1. It creates drought like condition jeopardizing 
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the livelihood of more than 2/3rd of the 

population. 

2.Poor yield leads to supply side bottlenecks 

which further aggravates the problem of price 

rise in the economy. 

3.Amidst economic slowdown in India, 

agriculture has emerged as the feel good factor 

with a robust 4 per cent growth last year. 

Agriculture slowdown will further lower down 

the growth. 

4.It affects several flagship schemes of the 

government such as Public Distribution System 

and Right to Food as meeting these would 

difficult. 

5.It puts pressure on the buffer stock of the 

country and fiscal burden on the government 

goes up. 

6. It adversely affects the employment and 

income of the farmers and leads to distress 

migration which further strains the urban 

resources. 

7.Input cost of agricultural dependent industry 

like FMCG and food processing industry goes up. 

Mitigation efforts would require a national grain 

storage policy, seed bank, focus on water 

harvesting and promoting drought resistant 

crops. 

 

 

Q-Recent reports suggest that India is 

moving towards adopting ‗supply side‘ 

economics. What do you understand by 

this? Do you think it‘s good for 

economy? Comment. 

 

Supply-side economics is a school 

of macroeconomics that argues thateconomic 

growth can be most effectively created by 

lowering barriers for people to produce (supply) 

goods and services as well as invest in capital. 

According to supply-side economics, consumers 

will then benefit from a greater supply of goods 

and services at lower prices; furthermore, the 

investment and expansion of businesses will 

increase the demand for employees. Typical 

policy recommendations of supply-side 

economists are lower marginal tax ratesand less 

regulation. 

  

This is opposite to the Keneysian theory proposed 

in the after math of 1929 slowdown . 

In the context of present situation of the Indian 

economy , the supply side economic may be a 

good idea . As RBI has said many times that its 

arsenals can mainly control the demand side of 

economic problems and the results show that its 

efforts have not been sufficient . So policies which 

encourage investments and production are the 

need of hour. 

 

is susceptible to manipulation by government 

policies, both fiscal and monetary, in a world in 

which prices are "sticky" and so the economy may 

veer away from its long-run, or "potential", level 

of output. 

  

Put another way, "supply-side" economics 

emerged from the failure of Keynesian-style 

demand management policies to cure 

"stagflation" - a combination of high inflation and 

stagnant output - which gripped the US and other 

economies after the oil shocks of the 1970s. 

  

Having said that , it should be also kept in mind 

that the economic solution and progress is only 

possible via an equilibrium between demand and 

supply . Thus over enthusiastic policies which 

only focus on the production are also 

unwarranted . As the 1929 crisis showed the 

result of an tremendous increase in supply with 

no availability of demand . 

 

Thus the approach should be increase the 

production and handling of the demand 

simultaneously . The neglect of one and 

http://en.wikipedia.org/wiki/Macroeconomics
http://en.wikipedia.org/wiki/Economic_growth
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promotion of other only will lead to an disturbed 

economic balance in the long run. 

  

Laffer curve 

 
  

 
Laffer curve: t* represents the rate of taxation at 

which maximal revenue is generated.  

  

The supply-siders were influenced strongly by 

the idea of the Laffer curve, which states that 

tax rates and tax revenues were distinct—that tax 

rates too high or too low will not maximize tax 

revenues. Supply-siders felt that in a high tax rate 

environment, lowering tax rates to the right level 

can raise revenue by causing faster economic 

growth. 

 

This is the single big distinction: a pure 

Keynesian believes that consumers and their 

demand for goods and services are key economic 

drivers, while a supply-sider believes that 

producers and their willingness to create goods 

and services set the pace of economic growth. 

  

The Argument That Supply Creates Its Own 

Demand 

  

Demand side theory is closely related to the work 

of Keynes who believed that if the government 

fed money into consumers, they would demand 

more products, forcing or encouraging the 

suppliers to build more products. Ways to do that 

has been to print more money or reduce taxes to 

the consumer class (the working class).  

Supply side theory, usually associated with 

Reagan, theorized that if the manufacturers could 

be encouraged to build more products, then the 

consumer would buy.  

  

A logical argument on the supply side is that if 

taxes were lower on the producers, they would 

lower their prices. This would in turn allow 

consumers to buy more of the product at these 

lower prices, encouraging suppliers to produce 

more product, lowering costs and prices even 

more. On the other hand, with demand side 

theory, if the consumer is given more money to 

buy, that too should result in more production 

which would further reduce costs and prices. 

  

This is really is a silly argument. You need both, 

demand and supply. You need both consumers 

and suppliers. 

 

 

Q-Why is there a talk about complete 

decontrol of diesel prices? Examine. 

Demand for complete decontrol of diesel prices 

due to following reasons: 

1. led to an artificial spurt in sales of SUVs 

2. being diverted to fire boilers and furnaces in 

industries. 

3. Underrecovery by oil marketing companies 

(OMCs) – not able to invest in capacity expansion 

– needed for meeting increasing demand of fuel 

4. Private oil marketing companies not able to 

compete due to subsidized state diesel prices 

leading to lack of competition 

http://en.wikipedia.org/wiki/Laffer_curve
http://en.wikipedia.org/wiki/Economic_growth
http://en.wikipedia.org/wiki/Economic_growth
http://en.wikipedia.org/wiki/File:Laffer-Curve.svg
http://en.wikipedia.org/wiki/File:Laffer-Curve.svg
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Why not stop subsidizing it 

1. diesel accounts for approximately half of the 

country‘s consumption of petroleum products 

and any significant increase in its price could 

have an immediate cascading effect on other 

sectors like electricity, fertilisers 

2. essential commodities vegetables, fruits 

transported by heavy vehicles run on diesel – 

food inflation – poor 

Under recovery of OMCs coming down. Reasons: 

1. monthly price hike – Since the beginning of 

2013, the price of diesel in the country has been 

increased in a phased manner – by 45-50 paise 

every month – to bring it closer to global rates. 

2. Rupee becoming stronger 

3. Easing of global crude oil prices 

 

Hence, once the underrecovery becomes zero, 

prices should move in sync with the actual 

movement in crude oil prices and foreign 

exchange rates – like petrol. For this Petroleum 

Ministry wants the OMCs to be given only partial 

freedom to raise diesel prices till a particular price 

level. 

 

 

Q- Remittances to developing countries 

have a positive impact on the global and 

their own economies.‖ Explain. 

 

Remittance is the transfer of money from 

migrants in abroad to their own country , 

Financial Aids to developing countries , or it may 

be the domestic transfer from one city to another 

city. It has played a part in the growth of 

economy of a country.It is the second largest 

financial support to the developing countries 

which they receive globally. 

As per the World Bank record , India has 

emerged as the top receiver of Global Remittances 

following China , Philippines , Mexico. 

Remittance has both Pros and Cons , however the 

positive impact of Remittance has outweighed the 

negative effects. Following are the various 

positive impacts of Remittance on the Globe and 

its economy . 

1> It can improve the life of the people receiving 

remittance and they can become economically 

well-off like proper food , education , life style 

etc. 

2> It can act as a counter mechanism in case of 

currency weakening.It helps to compensate the 

volatile capital outflows and promotes 

development. 

3> It is a source of funding for many projects in 

the developing countries. 

4> It reduces the inequality in income by raising 

income per capita. 

5> It promotes development by rate saving and 

increasing investment.It reduces country‘s debt 

and thus reduces the cost of borrowing in 

international market. 

6> Banks receiving remittances can help in 

issuing bonds to foreign investors thereby 

creating back up for future flows of Remittances. 

7> These funds helps to increase GDP of country 

like in case of Tajikistan where funds accounts for 

nearly half of the GDP of the country. 

8> In India ,the states like Goa , Karnataka and 

Kerala are the biggest economies to get benefited 

by Remittances from abroad. 

Apart from pros there re some cons also which 

are as follows : 

Remittances lead to the appreciation of currency 

due to which export falls and import will increase 

thus creating shortage in employment and also 

increases migration of labor to foreign countries. 

Also the increase in money laundering and 
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terrorism is creating fear in the minds of the 

people. 

However, the evidence shown the positive impact 

of remittance on recipients should be encourage 

with the persuasive policies from the relevant 

govt. 

Hence , in order to combat the money laundering 

and terrorism , some banks have even shut down 

the money transfer services like Somali. And even 

World Bank has suggested measures to curb the 

malpractices 

 

 

Q- Housing Start Up Index (HSUI) (150 

Words) 

 

The Housing Start Up Index is an initiative by the 

National Buildings Organisation ,under the 

Housing Ministry and RBI‘s technical advisory 

group. 

As a corrective action to the aftermath of the US 

sub-prime crisis of 2008, It aims to collect data on 

building permits issued for new residential 

buildings in various centres across the country. 

The number of housing start-ups during a period 

indicate the demand and supply situation in the 

housing market. 

The HSUI is expected to provide information on 

the likely pace of economic activity. An increase 

in the number of housing start-ups would 

indicate an increase in investments, business and 

consumer optimism, while a decrease would 

signal the opposite. 

Activity in the housing sector has an effect on 

other industries such as steel and cement, besides 

consumer goods such as furniture and home 

appliances. Thus ,HSUI together with Residex, 

which is the bi-annual index to measure price 

movement of residential property will give a 

broad picture of the housing sector in the country 

 

Q- Write a short note on Angariya 

courier system. Is it legal in India? (200 

Words)The Hindu 

 

Angarias — the Gujarati word for courier— 

typically charge a 0.5 per cent commission in 

return for near-instant, tax-free financial transfers. 

For example,The customer might, say, want to 

pay Rs. 10 lakh to his supplier in Ahmedabad, 

he‘ll give the courier the cash, plus a commission. 

It‘ll give him a password for his customer, and 

send a text message to it‘s counterpart in 

Ahmedabad, who will complete the transaction. 

The Angaria business is deeply embedded in 

India‘s business fabric. Though the business has 

grown significantly since the 1970s, along with 

India‘s black-money economy, historians record 

that similar operations date back centuries since 

pre-colonial era and the opium trade using 

couriers to ferry cash from Mumbai to Central 

India. 

 

 Angaria trade is centred around the diamond 

trade in Mumbai, which in turn is built around 

customers who pay cash. Countrywide , however, 

grain traders, cloth merchants and  other 

wholesale businesses also revolve around 

transactions routed through Angarias.  

 

On the face their business seems legal if they give 

receipt to each transaction…..But that itself is 

doubtful because in this technology era, when at 

the button of mouse money can be transferred so 

easily then also using this unreliable method 

create suspicion that all transaction are given 

receipt….because more usage of this courier 

system is to transfer unaccounted money. 
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Q. Comment on the nature and 

consequences of China‘s economic 

model and governance system under the 

existing political leadership. Do you 

think such a model suits India? 

Critically comment. 

 
The Chinese model of governanace is not the 
socialism of the past as envisaged by Diaoping or 
as practiced by Russia . It is however a form of 
state corporate capitalism where political elite 
(Princelings) control the economy through 
subsidiaries. 
 
Similarly their political system consists of 
Princeling rule , closed door meetings, 
dramatised elections.  
 
Their political system is seen as a means to 
achieve greater ends even at the cost of 
widespread repression , human rights violations 
and state sponsored censure. 
 
China has become the toast of the world in terms 
of economic growth , technological advancement 
and military prowess.  
 
However in my opinion this model is antithetical 
to India. It is true we suffer from a policy 
paralysis , bureaucratic nexus and red tapism 
which has resulted in slowing down of economy.  
 
However even with these impediments we have 
been the second fastest growing economy and 
have pulled out second largest number of people 
languishing in poverty. 
 
As every democracy needs time to prosper and 
develop its institution of Governance, India will 
overcome china in future…. 
Our political system envisiaging fundamental 
rights , holy principles of justice, liberty and 
equality should never be sacrificed at the altars of 
development and quixotic economic progress .  
 

Will of the people shall always be of paramount 

importance and growth and greatness shall be 

achieved within the democratic parameters 

 

Q- Examine the implications of  China‘s 

recent financial reforms on India‘s 

economy? 

Major reforms taken by Chinese government in 

recent years are :- 

1) Expand the role of Yuan in international 

market to replace dollar as currency of trade and 

revaluation of Yuan – India‘s exports may 

increase if Yuan is appreciated, thus increasing its 

global presence in rest of the world. China‘s has a 

deep hold on ASEAN and SAARC countries, and 

thus replacement of dollars with Yuan will have 

implication on regional trade with more 

dependency on China if these countries accept 

Yuan. This is because apart from huge bilateral 

trade with China, India‘s trade with its SAARC 

and ASEAN partners is constantly increasing. 

Also, India has a huge trade deficit with China, 

and any revaluation of Yuan or appreciation will 

help bridge this huge gap and increase 

competitiveness of Indian products. 

2) Opening of China‘s capital account i.e. two-

way freedom for cross-border asset purchase and 

ownership between domestic and foreign 

investors 

Implication on India‘s economy – Open economy 

in china means flight of capital from India to 

China. Presently government has put 

administrative cap of $75k on such investments 

from individuals in other foreign countries. 

China too has a large amount of foreign reserves 

and capital within its territory, and if Capital 

account is opened, a large investment could be 

seen in global market, which will effectively 

increase the Chinese holding of investment in 

international market to a new height. But, Indian 

government is apprehensive about Chinese 

investment in India, thus India may get least from 
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the above. Also it may shift the global financial 

center from London to China. 

3) Liberalization of policy of 1 child to 

accommodate demographic sustainability – 

Currently according to WTO report, continuous 

growth and increased income has lead to increase 

in labor charges in China. Also, demographic 

transition is occurring and thus, the labour 

intensive industries may shift to other cheaper 

destinations in the coming year, particularly 

India. Thus, liberal child policy in China may 

help it to retain its global competence and avoid 

such flight of jobs to India. 

4) Liberal tariff policies of China – China‘s liberal 

tariff policies has resulted in deeper relations 

with its Asiatic neighbors and thus, India faces a 

stiff competition in the trade sector as it is 

increasingly becoming ‗Asia centric‘. So, India 

also needs to sign Economic cooperation pacts, 

with increased speed and efficiency to keep up 

the pace w.r.t. China. 

 

Q- What do you understand by the 

phrases ‗re-shoring‘ and ‗next–shoring‘ 

in the manufacturing sector? Explain. 

 

Answer- 

Reshoring, a term popularized in recent years, 

refers to bringing manufacturing processes back 

to the country of origin, where labor and energy 

costs have either reduced or are becoming more 

competitive on a global scale.Many organizations 

initially pursue outsourcing arrangements, often 

overseas, in order to take advantage of reduced 

taxes, cheaper labor, a 24-hour-a-day workforce 

and the ability to hire employees with specialized 

skill sets in their own country of origin but 

getting those companies back is called reshoring. 

The factors that encourage reshoring initiatives 

include an increase in wages overseas, 

improvements in domestic energy production, 

government incentives and the trend towards 

locating production closer to consumers. 

Next-shoring,on the other hand, focusing on 

innovation and changing demands of the market. 

It focuses on variety of new products to attract 

growing consumer demand(creating new 

demands). 

This terminology/technology emerged due to 

growing middle class population in developing 

countries and their demands for new 

products,continuous change in their demands. 

Next shoring rejects traditional cost reduction 

techniques such as labour outsource,raw material 

changing, and other traditional managing 

practices. 

Instead it focuses on innovation in new products 

and newer ways to reach customers and newer 

methods to satisfy consumers,and newer 

techniques to create newer consumption style 

among population, new strategy to be 

competitive in market. These ‗new‘s are changing 

regularly.  

 Next-shoring isn‘t about the shift of 

manufacturing from one place to another but 

about adapting to, and preparing for, the 

changing nature of manufacturing everywhere. 

Next-shoring strategies include elements such as 

a diverse and flexible set of production locations, 

a rich network of innovation-oriented 

partnerships, and a strong focus on technical 

skills. 

 

 
 

Q- ―India‘s corporate investment rate – 

which reached a high of 17 per cent of 

GDP in the pre- Lehman year – has 

collapsed to nine per cent of GDP. ‖ 

Why? Analyze. (200 Words)  
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Lehman crisis marks watershed on Indian growth 

story,nose dip fall in corporate investment 

exemplifies this prophesy.can all this be blamed 

on foreign mischief and our policy makers be 

spared ? the answer is NO. 

Lehman crisis brings ugly face of globalization 

but to tackle that India adopted Keynesian 

concept ,India economy was pushed using fiscal 

stimulus which in instead of increasing 

productivity lead to higher inflation mainly due 

to populist measure thus raising fiscal deficit ( 

CPI in double digit).which led RBI to raise 

interest rate and in turn sacrificing domestic 

growth. 

Current account deficit continued to expand as 

export earning declined due to drop in demand in 

foreign markets and import continued to rise 

(gold, oil prices) 

Twin deficit created a threat to credit rating and 

thus hampering investment environment in India. 

 

Apart from these, domestic pictured remained 

gloomy as policy paralysis continued in collation 

government era FDI,infrastructure ,land 

acqusition,power,raw material,environmental 

clearance became complicated mired with 

Redtapism, corruption and scams (coal,2G,iron 

ore etc)making business almost impossible in 

India. 

Unpredictable tax regime (GAAR-vodafone case) 

and failure to implement GST/DTC further 

deteriorated Investors confidence in India.. 

latest challenge in line lies with rising NPA and 

fed tapering but hopes are high based on revival 

of western economies ,J curve factor boosting 

Indian exports and formation of NEAMA,CCI to 

tackle domestic bottleneck and if weight is put 

behind policy simplification with compromising 

on quality,domestic interest and 

environment,India can still regain her lost 

momentum. 

 

What measures has government of India 

taken to meet the increasing demand for 

LPG in the country? Analyze. (200 

Words) 

 

Liquefied Petroleum Gas (LPG) in India is used 

significantly for domestic uses and also for 

Commercial and Industrial uses. 

The GOI has taken following steps to meet the 

demand of LPG : 

1. It has differentiated LPG cylinders for 

domestic, commercial & industrial uses in volume 

and price. 

2. GOI has rationalized the subsidized cylinders 

per-household, and linked it to Aadhar card for 

giving direct subsidies transfer. 

3. GOI has increased infrastructure – 

transportation, distributors and blotting plants 

from time to time. 

4. Allowed private players to explore 

Hydrocarbons. 

5. Launched Rajeev Gandhi Grameen LPG 

Vitarak Yojana which aims to cover greater 

supply of LPG for rural households. 

6.  oversees hydrocarbon blocks. 

8. Increased Imports of Hydrocarbons form 

energy rich nations of Western and Central Asia. 

9. Opened an ‗Online Portal‘ for transparent 

transactions of LPG cylinders. 

However, the increasing Hydrocarbon imports 

are Increasing our Current Account Deficit and 

raising subsidies are increasing the fiscal deficit, 

these ―twin deficits‖  But now to make domestic 

recourses Viable Govt has proposed to increase 

the price of Natural Gas from 4.2 dollar to 8.4 

dollar.. 

Hence, many steps taken by GOI to address the 

growing demand of LPG cylinders are proven to 

be hasty  knee jerk and have to be rethought 
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Q- What are the effects of diesel price 

regulation on the economy and who are 

the beneficiaries? Do you support its 

price deregulation? Explain why. (200 

Words) 

 

 

Economy of the country is in doldrums in the 

recent years, thanks to huge crude oil and gold 

imports. Government has traditionally subsidized 

bulk diesel (both diesel and petrol) prices for the 

domestic users, especially farmers. One of the 

motive behind huge subsidies is to benefit 

agriculture sector and others sectors dependent 

on it. Agriculture accounts for most number of 

employments in India. This makes government 

hell bent to make it profitable and sustainable. 

Diesel price regulation is one of the biggest 

economic decisions for the authorities as the price 

of crude oil is always on increase, plus the value 

of rupee is on decline when compared to dollar. 

All oil exporter accept dollar as the currency. 

Given the demand in India, oil imports accounts 

for the major expenditure of foreign reserves. In 

addition to this, government subsidizes the price 

in domestic market. This leads to Current 

Account Deficit, foreign reserve depletion, weak 

rupee, high import cost and low export 

dividends. Indirectly it also leads to inflation in 

the domestic market as the manufacturing sector 

will be hampered. Also investors are discouraged 

to invest in the country, seeing volatility in the 

market. 

Ideally the beneficiary of the regulation should be 

farmers but recent studies reveals a different 

picture altogether. It is the transport business and 

private vehicle owners who are the biggest 

beneficiaries. 

Price deregulation is one the effective way for the 

government to reduce fiscal deficit. Transferring 

the cost to the users who can afford the market 

price will have rich dividends. Increased 

petroleum price will encourage use to public 

transport, thus in a way reduce pollution. 

Government will have decreased burden of 

subsidy. It can allocate spare budget for public 

health improvement in the country which is in 

dire straits. Reduced CAD will strengthen the 

economy, thus growth and development. 

 

Inclusive growth and issues therein 
 

Q--―It is safe to say that amongst the 

India‘s most pressing problems is its 

inability to generate anywhere close to 

the massive number of jobs that it needs 

to accommodate its very large and 

growing working-age population.‖ 

Critically examine what strategies needs 

to be adopted by governments to boost 

job creation. 

 
Employment is regarded as best way to remove 
inequality present in economy. 
Right to adequate means of livelihood is one of 
essentials incorporated in the constitution under 
the DPSP. Employment leads to the socio 
economic development of the citizens , thereby 
achieving the objectives of the welfare state. 
 
The NCAER report shows the fall in the farm 
based agricultural employment. Though majority 
of the population is dependent on agriculture, the 
under development of the allied sector has 
inhibited the potential employment generation. 
  
The plethora of factors ranging from the capital 
intensive, stringent labour norms, inadequate 
infrastructure and delay in clearances has 
impeded the growth of the manufacturing sector. 
The employment intensive sector should be 
promoted by bringing labour reforms, setting up 
of SPV, reducing the delays , infusion of the 
capital and skill development of the citizens. The 
effective implementation of the skill 

development initiatives Ajeevika would lead to 
increasing the productivity in the system. 
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Though the service sector is less employment 
intensive, yet it provides highly skilled 
employment. The government should keep pace 
with the technological advancements and ensure 
adequate skill development of the citizens to be 
fit for employment in the sector. 
The government should also ensure adequate 
supply of capital to the self employment 
initiatives under the NRLM. Though the 
MNREGA has increased the employment in the 
rural non farm sector, a more effective 
implementation would further augment its 
capacity for employment generation. 
  
Labour Reforms. 
 
Further some examples like food processing 
could be given. A mention of NRLM and NULM 
can be done. 
 
Role of Education and vocational training should 
be mentioned before your skill development 
point. 
 

Q--Comment on the strategy used by the 

Government and RBI to increase 

financial inclusion in the country. 

 

Nrega+ Free basic account, DBT in many scheme, 

relaxation in KYC, SHG, RRB, Kisan patras, cheap 

credit to vulnerable, Pension schemes, DBT, 

scholarship- DBT 

 

Measures taken by government 

1) attempt to link Aadhar cards with bank 

accounts. 

2) providing direct benefits transfer to bank 

accounts. As a result incentivising people to open 

bank accounts. 

3) schemes such as national rural livelihood 

mission which aims to help form SHGs and 

provide credit facilities to them. 

4) Establishment of NABARD to support and 

promote banks and regional cooperatives to lend 

credit facilities to rural and marginalised sections. 

 

Measures taken by RBI 

1) Issuing bank licenses with financial outreach 

and inclusion potential as a criteria. 

2 ) Directing banks to open 25% of their new 

branches in areas without banking facilities. 

3) Regulating micro finance institutions to make 

them more inclusive and transparent. 

4) Relaxing KYC norms and making it easier for 

rural households to use banking facilities. 

 

The measures taken so far have had considerable 

success but there are still several measures which 

need to be taken such as 

1) Use of outreach and penetration of mobile 

phones in India to provide mobile banking. 

2) Promoting research in new technologies which 

can provide banking services in remote areas. 

Transferring the technology to banks in rural 

areas. Providing skills to rural bank staff to use 

such technology. 

3) establishment of payment banks 

  

Financial inclusion means: 

1. Broadening financial services to people who do 

not have access to them(making financial services 

(accessible+ affordable) to them 

2. Deepening Financial services for those who 

have minimal access to them(ex: normal citizen 

having a savings account, he gets access as a retail 

investor by providing him with a demat account) 

3. Greater financial literacy and consumer 

protection so that a consumer can make an 

informed choice and protect onself from vagaries 

of volatile markets 

In your answer you focused on 1st aspect, 

focusing on other two will make your answer 

complete in every sense. 

Under gvt‘s initiative: 

1. Swabhimaan scheme 

2. Financial inclusion mission as detailed in recent 

budget 

3. Allowing KYC records across various financial 

sectors(comes under 2nd and 3rd aspect of 

financial inclusion) 
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4. mandatory CSR in companies act, as due to this 

various microfinance companies and PSU banks 

as part of their CSR take on development of 

financial literacy and opening bank accounts. 

RBI‘s initiatives: 

1. Project Financial literacy , a sub point in this – 

they allowed minors above 10yrs old to 

individually open and operate bank accounts(this 

will go a long way frwd in promoting financial 

literacy from childhood itself) 

 

 

Q--What do you understand by the 

‗female financial paradox‘ which was in 

news recently? Explain. 

 
In this globalized world ,women are growing 
economic force which walks at par with men in 
all spheres of development and earning. yet most 
women lag behind men when it comes to using 
assets to plan and build financial security. this 
phenomenon is called as female financial 
paradox. 
 
Females are increasingly becoming breadwinners. 
They have come out of their domestic rolesnd and 
have started contributing to the economy more 
and more. But their financial knowledge 
regarding investing the savings is very low. This 
has been referred as female financial paradox. 
 
This indicates low level of financial education 
among females. They are either not aware of the 
investment opportunities or they want to secure 
their future with minimum possible risk. 
So it becomes very important to spread financial 
education among women as it will pave the way 
for financial inclusion and also convert domestic 
saving to investment that can be used in capital 
formation and lessening reliance on foreign 
investment. 
  
 Cultural role of secondary position in finance 
handling and averse of risk taking to save for the 
rainy day as against men who are taught to be 
breadwinners through taking risks 
 

Action to be taken 
Proactive Financial literacy alongwith monitoring 
of change in financial behaviour 
Attractive financial schemes especially for women 

 channelizing huge household savings into 
financial sector needed for a developed 
economy 
culturally women are more prudent 
investor that can help in formulating 
transparent schemes and preventing 
financial bubbles 

 

Q-What is financial inclusion? What 

measures have been taken by the 

government and the RBI to bring 

financial inclusion? Do you think they 

have succeeded? Examine. (200 Words) 

 

Financial inclusion is a step through which each 

low income household and disadvantage to the 

banking services i.e. to include them in basic 

financial services of country. India has been 

trying to make the financial inclusion a reality. 

Under this RBI has taken several steps as 

mentioned below- 

 

1. No Frills Account – Under this RBI has given 

relaxation of opening amount without any 

constraint of minimum or nil balance and the 

charges of these bank accounts. 

2. Relaxation of KYC – Relaxation in KYC has 

been given since August 2005 under which any 

document having identity and address could be 

used as desired by customer. 

3. Rural Banks- Several branches have been 

opened in rural areas to help rurals gain access to 

banking services. Lead banking scheme can be 

considered under the expansion of Rural banks. 

4. GCC: Banks have been asked to consider 

introduction of a general purpose credit card 

facility up to `25,000 at their rural and semi-urban 

branches. The objective of the scheme is to 

provide hassle-free credit to banks‘ customers 

based on the assessment of cash flow without 
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insistence on security to poor and disadvantaged 

sections. 

 

Despite the steps taken RBI has not been able to 

provide financial inclusion to weaker and 

disadvantaged. The policies used by RBI has also 

increased debts of farmers and poors which is 

leading them to live in grave circumstances 

 

 

Q-―The Nachiket Mor report is a truly 

visionary document that should help the 

Reserve Bank and the government to 

initiate specific moves towards complete 

financial inclusion.‖ Comment. (200 

Words) 

 

 

Nachiket Mor Committee report on financial 

inclusion chalks out an ambitious and aggressive 

strategy to link each and every adult citizen of 

India to the banking network. 

The committee envisions making a Bank Account 

for all the residents above 18 yrs. of age. It also 

says about the easy access with the idea of having 

everybody connected to internet banking and 

every bank having core banking facility so that 

anyone can access his account from anywhere. It 

has also envisioned the idea of everyone having 

access to financial products like cheap credit, 

deposits, investment products and insurance and 

risk management products. For farmers the 

panels have suggested that the banks must be 

allowed to charge freely on loans and any subsidy 

must be given by the government directly to the 

farmer instead of through a blanket interest 

subvention scheme. 

More committee relies heavily on two 

assumptions for implementation of plans: 

1. Viability of vertical Differentiated banks. 

2. The implementation is UIDAI. The committee 

wishes to have every Aadhar card number to 

have a bank account as there is no point in 

replicating the process of identification and 

background check by banks again. 

Though the vision stated in document seems far-

fetched in today‘s scenario, it will definitely give 

a road map on which RBI can work. 

 

 

Q-―A comprehensive change in 

regulatory philosophy is required to 

bring about meaningful financial 

inclusion in India. This would entail a 

shift from the present bank-centric, 

mandate-driven approach to an 

emphasis on competition, innovation 

and consumer protection as the pillars of 

regulatory philosophy.‖ Elaborate. (200 

Words) 

In order to promote financial inclusion , RBI and 

government have adopted several measures from 

time to time such as nationalization of banks , 

Lead bank scheme , Regional rural bank , Self 

help group . Service area approach , priority 

sector lending etc. 

The main aim was to provide financial service to 

all sections of society in general and vulnerable 

section in particular. The efforts to bring financial 

inclusion has achieved results to great extent but 

still there are majority of population who are not 

availing the benefits of the scheme. 

The problem lies in the implementation of 

financial inclusion because in order to provide 

financial services to people , RBI mandated the 

banks to fulfill some criteria which results in 

more focusing on fulfilling the criteria mandated 

by RBI instead of bringing some innovation or 

competition in their delivery mechanisms. This 

created shifting of people from bank to other 

sources such as money market mutual funds 

which suits people better than the services 

provided by banks. 
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Hence , if RBI and government wants to give 

financial services to every one , it is necessary to 

add some innovations so that the services 

becomes competitive in market to lure the people. 

Only providing bank licence is not enough until 

and unless the service provided by them is not 

attracting the customers and mandate driven 

approach is not handled properly 

 

Q- Discuss the relation between 

financial inclusion and inclusive 

development 

 
―Inclusive development‖, more correctly called, 
inclusive growth is a broad- based terminology 
encompassing several factors and the term 
―financial inclusion‖ being just a part of it, deals 
with inclusion specifically related to financial 
aspects. 
  
Financial Inclusion is providing financial services 
at an affordable cost to a large section that are low 
income group with no bank account & suffer in 
their financial need. A large part of population 
like landless agricultural workers, scheduled 
castes n tribes, and other backward classes 
continue to suffer social and financial exclusion. 
Inclusive growth is a broad based growth for the 
upliftment of such poor and disadvantaged 
section of people. Trickle down the benefit of 
growth to lowest segment. If there is no financial 
inclusive system, poor individuals & small 
enterprises have to rely on their own limited 
savings and earnings. 
Accordingly, the Government of India & RBI 
tends to ensure inclusive growth by providing 
sound banking system. Basic account by banks 
with no mandatory deposit balance. 
Swabhiman campaign, financial inclusion 
campaign was launched in February 2011 to bring 
banking services to large rural areas. Other 
programmes & schemes such as payment of 
wages to MGNREGA workers through BC model, 
Convergence of UIDAI Aadhaar number with 
Financial inclusion, Direct transfer on LPG, 
Kerosene, & Fertilizers etc., to the beneficiaries 

through their bank account were carried out by 
GOI for financial inclusion. 
  
  
One of the basic necessity of inclusive 
development is financial inclusion. If we can 
reach poorest person through formal baning 
channel then only inclusive development can take 
be achieved. The relation between both are: 
1. If a small farmer can have access to banks, then 
he will not be exploited by money lenders and 
middlemen. 
2. Poor can have a fallback option in terms of 
banks and other formal financial channels. In case 
of an emergency, a poor can have some safety. 
3. A low-income person can have access to loans 
for his/her business venture, which would 
otherwise had been difficult because of exorbitant 
rate charged by moneylenders. 
4. A middlemen will be removed, if we follow 
door to door payment of subsidy, it will reduce 
corruption and exploitation of poor. 
Thus much touted ―trickle down effect‖ can only 
be achieved if financial inclusion happens for 
poorest of poor. 
Recently, the report of Nachiket Mor committee 
recommended creation of payment banks to 
accelerate the financial  
inclusion.  
 
 
 

Q-What do you understand by the 

concept ‗inclusive innovation‘? Examine 

the relationship between inclusive 

innovation and inclusive growth 

strategy. 

 
Inclusive innovation is that innovation which is 

directed towards public benefits on a sustainable 
basis.innovation that leads to affordable access to 
quality goods and services for the poor on a 
sustainable basis and with extensive outreach.  
 It works for  upliftment of ground level sections 
of our society. Inclusive innovation is a potent 
tool for augmenting inclusive growth, a mool-
mantra for policy makers nowadays. 
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Inclusive growth strategy targets basic problems 
of society like poverty, unemployment, 
education, health & connectivity. Inclusive 
innovations provide appropriate solutions for 
these problems. Therefore both are 
complimentary to each other. 
Innovations like Rice Transplanting machines & 
Bamboo irrigation help in increasing agricultural 
productivity. They reduce labor & inputs, thus 
mitigating poverty of farmers. Cheap drugs  & 
affordable testing kits like Sucheck have helped in 
providing affordable healthcare facilities. 
Smokeless chulha & solar powered toilets have 
the potential to raise living standards of Indian 
women. In education, aakash tablets & Bharat 
Operating System may enhance the accessibility 
& effectiveness. In transport, Jugaad has earned 
laurels for its usefulness on rural roads. 
  
Need of the hour is to strengthen this relation by 
promoting inclusive innovations. A right focus 
towards funds, encouragement & capacity 
building may boost the inclusive growth of 
countries like India. 
  
  
India aims to achieve Faster, Sustainable and 
more inclusive growth with the 12th FYP. But 
inclusive growth may not be achieved without 
inclusive innovation. 
 
Future course of action- 
 
Unfortunately, innovation by poor and 
marginalized people is not recognized much in 
our formal economy sector.there is need of an 
innovation ecosystem that is open, inclusive and 
diverse. 
An integrated national inclusive innovation 
policy and required institutional system should 
be established. Dedicated support to grassroots 
innovators to deepen and expand their 
innovation capacity. 
We have to implement the New Science, 
Technology and Innovation (STI) policy 2013 to 
give opportunity to more people to participate in 
the research and innovation. National Innovation 
Council is planning to establish the India 

Inclusive Innovation Fund so that innovative 
enterprise can profitably, scalably, and 

competitively engage economic backward but 
innovative citizens. 
  
 
 

Q-Write a note on the India Inclusive 

Innovation Fund (IIIF). (related to above 

question) 

 
The basic aim of the India Inclusive Innovation 
Fund is to finance the innovation which will 
eliminate day-to-day problems of the masses.  
innovations that will affect the masses for 
example a waterless toilet. Therefore, the primary 
motive is to drive ideas that will generate social 
returns, while simultaneously maintaining 
commercial viability and profitability. 
 
Presently The National Innovation Council and 
the Ministry of Micro, Small and Medium 
Enterprises (MSME) are the institution controlling 
the fund. The initial corpus fund is of 500 crore 
rupees with emphasis to finance about 50% of 
innovations in the MSME sector. The Union 
Government contributes about 20 %. The balance 
will come from public sector banks, financial 
institutions, insurance companies,Indian & global 
corporate.  
 
Focus areas are healthcare, food and nutrition, 
agriculture, education, energy, financial 
inclusion, environment, technology as an enable. 
This fund is a much-needed push for the 
innovation sector. India is a laggard in 
manufacturing. It can only achieve a dominant 
position in the manufacturing sector by 
innovating newer products and producing them. 
Just imitation will not help, innovative products 
will help India socially and financially. 
  
National Innovation Council and Ministry of 
MSME has setup the India Inclusive Innovation to 
combine the innovation with the enterprise 
dynamism to provide a sustainable model 
catering to the social needs of the less privileged. 
The lack of capital constraints the capacity of 
MSME projects and inhibits the development of 
the enterpreneur skills. The present model of 
subsidies may not be suited in the long term. The 
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IIIF would support the development of the 
scalable, sustainable and profitable projects 
which cater to the social needs of the lower 
sections including the access to the health, 
education , nutrition sanitation and employment 
generation etc. The idea is to develop the human 
capital by promoting innovation in the enterprise 
model. 
 
IIIF comes under the alternative investment funds 
category under the SEBI. In the initial stage, at 
least fifty percent of the funds would be directed 
to the MSME sector. The partnership with the 
public research and development programmes, 
incubators, laboratories would ensure the 
development of the socially relevant innovative 
model. 
 
 

Q- ―Strong social protection measures 

will not only promote the overall 

interests of the workforce and the 

economy in general in the medium term, 

they will also lay the foundation to face 

the demographic transition over the next 

two decades.‖ Elaborate. (200 Words)  

 
The number of unemployed persons have 
increased significantly especially after the global 
crisis with a more than million young person‘s 
adding to the unemployed group in last year 
according to the ILO and out of employed,90% of 
the population being in unorganized sector which 
lacks social protection and are extremely 
vulnerable group presents the need of social 
protection measures which includes creating 
employment, skill training, health support, 
reducing poverty, social assistance etc. 
 

Around 2/3rd of India‘s population lies in 

working age group (15-64yrs) which gives an 

opportunity to tap the potential of demographic 

dividend for an all-round development of the 

country. This reflects the need and importance of 

strong social protection measures. If the present 

opportunity is not grabbed then it can lead to 

demographic catastrophic also with socio-

economic problems, high unemployment. 

 

With most of the developed countries esp. Europe 

having inverted age pyramid (high dependency 

ratio) and considering the demographic dividend 

if proper skill training is provided then by 2020 

India will a major supplier of labour force. 

 

India is having favourable dependency ratio and 

one of the least median ages or worker i.e. 24 

years which can be utilized provided social 

protection measures are in place like providing 

skill and creating employment which will prove 

to a big boon for the country. 

 

 

Government Budgeting 
 

Q--Discuss how budgeting take place in 

India every year. Compare this with 

the Budget process of the United States 

Government 

 

Annual Financial Statement which is presented 
traditionally, in the last working day of February, 
carries with it accounts of expenditure and 
receipts of the government for the concluding 
year and also proposal and estimates for the next 
year. 
 
Process starts with the tabling of the bill in both 
the houses followed by general discussion. 
Further which ministry wise demand for grants 
are prepared and duly submitted to concerned 
standing committees. within stipulated time 
period committees submit their report to the 
house and subsequently discussion resumes in 
the house on demand for grants.  
 
Lok sabha has much more power when 
modifications in demands for grants are 
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concerned. Rajya sabha only discusses and passes 
the bill without any power to modify the grants. 

 

Budget is the annual financial statement of the 

estimated receipts and expenditures of the 

government in respect to each financial year. It is 

a instrument using which the parliament 

approves the expenditure to be incurred by the 

executive for carrying out the administration of 

the country. The estimates of expenditures and 

receipts are put to vote and subsequently be used 

after approval from the legislature. 

 

India and the US have a similar model of 

budgeting with certain differences. While both 

democracies require the approval of the 

legislature for the budget statement to be 

accepted, the difference arise due to divergent 

models of polity followed in both the countries.  

 

While India has a overlapping executive and 

legislature, the US has a clear separation between 

the two. This creates a peculiar situation in the US 

where roadblock to the budget may arise more 

often than India, due to political differences 

between the party having majority in US 

Congress and the one to which the president 

belongs.  

 

In the case of India, the executive i.e, the council 

of ministers including the Prime minister belong 

to the majority party or group in the Parliament, 

so the chances of a tussle decrease as the 

executive and legislature have same group 

dominance hence the Budget is normally a 

smooth sail. This is the reason that we do not 

experience the likes of recent lockdown as 

witnessed in United States recently. 

  

After consulting diff ministries FM make 

budgetary bill which is put in loksabha.Then 

general discussion about the overall content and 

perspective is discussed.Then business advisory 

committee allot time for each part of budget.After 

that budget is referred to different parliamentary 

committees. 

 
 

Q-Do you think a separate Railway 

Budget is needed every year? Critically 

comment and substantiate your answer. 

 

Reasons for it been not justified: 

1.Is old and outdated wrt contibution of railways 

in todays economy: 

a) Made sense when the British ruled India 

because it constituted 85% of the country‘s 

general budget then. Now, it accounts for less 

than 4%. 

b) During the post-independence era, say from 

1951 onwards, the railways accounted for 75% of 

public transport and 90% of freight.Today, in 

contrast, the share has reduced to 20% and 40%. 

2.More of a Political exercise than a Financial 

necessity: 

a) Being politically sensitive subject in India,( 

carrying 23 million people every day) alongwith 

the immense power of patronage it embodies 

makes it politically very lucrative. 

b) Introducing new trains in their home states 

gets the minor parties votes 

C) the rail portfolio has become an attraction for 

small parties to join federal coalition 

governments. 

 

3.The rail budget blurs the dividing line between 

policy-making and implementation: 

a)Keen to show a surplus budget, more so to 

accommodate unremunerative projects, unviable 

schemes and cross-subsidies, adequate 

provision(for policy implementation) is 

sometimes denied  

 

4.Anyways,Union budget includes railway 

budget revenues and expenses. 
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Thus,with little justification of separate 

budget,the following must be done: 

1.Corporatisation of Indian Railways: 

a)should not be subjected to government 

pressures and policies and thus be allowed to 

offer equity to the market. 

2.Not only the separate rail budget that needs to 

be closely examined, but also the existence of a 

separate railway ministry. 

a)The practice — followed during the tenure of 

Prime Minister Rajiv Gandhi — of having 

different departments dealing with railways, 

ports, shipping and roads under the umbrella of a 

ministry of transport needs to be revived. 

 

Q-Examine how a budget is formulated 

in India. Explain the processes involved. 

 

The budget or annual financial statement of India 

is formulated and placed before the parliament 

on the last working day of February every year. 

The budget consists of estimated revenue and 

estimated expenditure for the forthcoming 

financial year. It also gives details about the ways 

to raise the revenue. The actual receipts and 

expenditure of previous financial year are also 

presented with explanation for any deficit or 

surplus. The financial policy of the coming year, 

various schemes, tax proposals etc. are also 

presented in the budget. 

The task of budget formulation is carried out by 

budget division in Dept of economic affairs under 

Ministry of Finance. This division begins its work 

in August – Septemebr every yeasr by sending a 

circular to all ministries and departments 

regarding the form and content of the budget 

estimates to be prepared by them. 

The ministries give 3 figures to the budget 

division- the estimated receipts and expenditure 

for the next financial year, the revised estimate for 

the current financial year and the actual 

expenditure and receipt from last financial year. 

The ministries should provide budget estimate 

for plan expenditure only in consultation with 

Planning Commission. The Planning Commission 

in turn must be consulted by Finance Ministry to 

be let known the availability of funds. The Fin 

min and Planning Commission must try to keep 

the revenue deficit at 0% of GDP and Fiscal deficit 

at maximum 3% of GDP as per the FRBM Act. 

The Fin Min goes through the Bbudgets prepared 

by various ministries and makes corrections if 

required. Any dispute with the ministries on this 

matter is settled by Cabinet. 

The day of presenting budget is decided by 

President. The finance minister makes a budget 

speech in Lok Sabha while presenting the budget. 

Only after he finishes the speech the budget is 

laid before the Rajya Sabha. 

 

Q-What is plan and non-plan 

expenditure in the budget? Why some 

committees and commissions have 

recommended the government to remove 

this distinction? Examine. 

 

The government‘s expenditure is divided under 

two broad heads—plan and non-plan. 

The plan expenditure of the government is 

normally associated with productive expenditure, 

which helps increase the productive capacity of 

the economy. It is spent on government 

programmes and flagship schemes 

 

Non-plan expenditure, on the other hand, 

includes expenses on heads such as interest 

payment on government debt, subsidies, defence, 

pensions and other establishment costs of the 

government. A large part of this is obligatory in 

nature. 

 

Various committees and commissions have 

recommended the government to remove this 

distinction as it has become dysfunctional and an 

obstacle in outcome-based budgeting.  
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It had led to excessive focus on so-called Plan 

expenditures, with a corresponding neglect of 

items such as maintenance, which is classified as 

non-Plan. 

Once the distinction is removed, the Planning 

Commission, as suggested by the Rangarajan 

panel, might look at guiding the overall 

development priorities, setting of outcome targets 

and review of performance of departments. 

Budgetary allocations, Plan and non-Plan, will be 

handled by the finance ministry 

 

Also, In order to increase the growth prospects of 

the economy it is important for government to 

rationalizes expenditure on heads such as 

subsidies in the non-plan segment. This will help 

it contain the deficit and allow it to spend on 

activities that create assets and contribute to 

development in the long run. 

  

 

Q-Write a note on ‘3P India‘, announced 

in the 2014 General Budget 

 

As the Economic Survey has suggested on 

Infrastructure that the Government should play 

three important roles 

1. Planning 

2. Contracting 

3. regulating 

The 3P institute announced in the Budget is 

started with the initial cost of Rs. 500 crore to 

facilitate on all the above three areas 

1. Planning: it will act as a Think Tank on many 

project planning like highway development and 

toll booth management 

2. Contracting: It will help remove the bottlenecks 

like rigidities of contracting, more nuanced and 

sophisticated models of contracting 

3. Regulating: It will help in faster clearances for 

the project and quick redressal of grievance. 

India is going to be the largest PPP market and its 

very important to remove the weakness of PPP 

for the development. 3P institute is certainly a 

right step towards this goal. 

===== 

Over last few years it has been found that PPP 

projects suffer from several deficiencies like: 

a) Face inordinate delays 

b) Non-flexible contracts with difficult terms 

c) Clearances galore 

d) Litigations over charging user fees 

e) Protests by civil society over many projects 

f) Front-loading of costs by private parties 

However, PPP projects were introduced so that 

efficiencies of operation, getting private players‘ 

finance into infrastructure etc. could be realised. 

Yet above problems have led to projects being 

stuck. 

3P India is expected to give guidelines and also 

directly help over quickly solving issues like 

clearances, land acquisition, user fees etc. with 

projects. It will be fashioned like National Skill 

Development Corporation, which is non-profit 

agency of the government. Budget 2014 has made 

provision for it, so that India‘s infrastructure 

takes off in positive way to boost economic 

growth further. 

 

Q-Critically examine the nature of 

defence budgeting in India and issues 

related to it. (200 Words) 

 
Stronger Defence force is integral to stable 
economy and democracy.To maintain and 
upgrade armed forces huge amount is spend,but 
question arise on quality and quantity of budget 
allocated vis-a-vis threats form 
China,Pakistan,North East,Naxalist etc. 
 
After comparing with world military powers our 
defence budget is shamefully low,but this kind of 
direct comparison may not give true picture so as 
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a % of GDP and with respect to potential threat 
we face,less then 2 % is dangerously low. 
 
Recent rise under interim budget make is moot 
point as major share is to spend on maintenance 
charges( army salary,pension,health etc) rather 
then purchasing combat equipment,modern 
warfare items or strengthening infrastructure at 
border. 
 
The major flaw exist in Long-Term Integrated 
Perspective Plan (LTIPP) and the Five-Year 
Procurement Plan,as these are based on flawed 
fiscal assumptions like constant high GDP 
growth,stable rupee value,moderate 
inflation,annual 3% GDP allocation but in reality 
today‘s Economic condition are much more 
different as slowdown and currency depreciation 
are hard fact now. 
 
In order boost morale of our forces ,we have to 
provide best of services and latest technology to 
their disposal and to achieve few steps like 
indigenous products manufacturing ,FDI is 
selected sector and joint venture with foreign 
nation will give latest equipment and setting up 
of tri-service commission,CDS and collaboration 
of economist and defence personal will help 
better estimate and utilization of scarce resources. 
 

Major Crops in various parts of country 
(cropping patterns, types of irrigation, irrigation 
systems, storage, transport & marketing of agro-
produce and related issues & constraints, e-
technology to aid farmers) 
 
 
 

Crops & cropping pattern 
 

Q-Write A short note on Samba Masuri. 

Sona Masuri also known as Samba Masuri, BPT 

5204, HMT, is a medium-grain rice grown largely 

in the Indian states of Andhra Pradesh and 

Karnataka.This premium variety of rice is mainly 

exported to USA, Canada, Europe, Australia, 

Singapore, Malaysia, and Middle East countries 

such as SaudiArabia, UAE, and Qatar. 

In Andhra Pradesh, it is mainly cultivated in the 

Guntur, Kurnool, Mahaboobnagar, Nizamabad, 

Nellore, Warangal and West Godavari districts. 

In Karnataka, it is mainly cultivated in the 

Raichur, Koppal and Bellary districts. 

 
 

Q-Examine the emerging threats to food 

crops in India. What should be done to 

ensure their productivity and growth to 

meet growing demand for food? 

Comment. 

  
Being 2nd most populous country of the world 
with more than 1.2 billion people, India needs a 
huge amount of food grain. After green 
revolution, India needs evergreen revolution. 
  
With the growing population and the possibility 

of increasing land under agriculture is limited the 

food security is formidable task for a developing 

country like India. After Green revolution India 

has made huge strides in meeting the annual food 

production and is one of the agriculture exporters 

now. 

But the situation may turn worse by the 

impending events like climate change, growing 

pest resistance, degradation of natural resources, 

intellectual property rights and the like. The 

climate change which is the biggest threat to 

agriculture in the near future poses problems in 

the form of high temperature increase and erratic 

rainfall pattern. India which depends on 

monsoon rains face changes in the cropping 

pattern and the threat of decreasing yields mainly 

in case of rabi crops due to temperature increase 

in that season. 

The increasing use of fertilizer and pesticides 

degrades the land by depleting the humus 

content in the soil and increase the pest resistance 
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making the plant diseases acquire resilience to 

control agents. The degradation of natural 

resources such as land and water lowering of 

water table, the degrading quality of ground 

water makes the chances of increasing the crop 

yield harder. 

The growing awareness of IPR across the globe 

makes the research output in the agriculture 

patent protected and making it tougher for the 

small and medium farmers to make use of 

improved variety crops. 

The way forward is judicious combination of 

conventional breeding and modern 

biotechnological tools to help evolve crops 

capable of withstanding stresses caused by 

diseases, pests, climate change and deterioration 

of natural resources. The changes that can be 

followed in agronomic practices, such as the 

judicious use of chemicals, restoration of soil 

health by using adequate quantities of organic 

matter and efficient water use, drip irrigation, are 

imperative to ensure their productivity and 

growth to meet growing demand for food.  

wheat production target for 2020 at an achievable 

100 million tonnes.  

 A judicious combination of conventional 

breeding and modern biotechnological tools can 

help evolve wheat strains capable of 

withstanding stresses caused by diseases, pests, 

climate change and deterioration of natural 

resources. Developing hybrid wheat and 

improving the photosynthetic capacity of the 

wheat plant are among other possible means of 

achieving a breakthrough in productivity. 

However, some changes in agronomic practices, 

such as the judicious use of chemicals, restoration 

of soil health by using adequate quantities of 

organic matter and efficient water use, are 

imperative if the future of wheat in India is to be 

secure. 

 

 

Q-Why is crop diversity important for a 

country? Has India taken any measures 

to preserve its crop diversity? (200 

Words) 

 

Crop diversity is the variety of different traits of a 
particular plant. The different traits confer 
various characters to the plant viz. draught 
resistant, temperature resistance, pest resistant 
etc. These traits are transferred during the 
crossing of the plants and the traits which are 
most appropriate in the given conditions emerge. 
Thus these traits are important to evolve new 
combinations of traits which are most suitable for 
survival in the given set of conditions. 

 
The breeding practices employed today focus on 
the combinations of traits that are appropriate for 
today‘s conditions. The present scenario of global 
warming puts new challenges of developing 
novel verities that are resistant to the rising 
temperatures.  

This is evident from the report of Global Crop 
Diversity Trust which mentions if the 
temperature rises by mere one degree, the yield of 
rice will fall by ten percent. This will be 
insufficient to feed the rising global population. 
Today world is facing the problem of scarcity of 
verities of crops as most of the wild variants of 
crops are lost due to the ignorance. 

 
This challenge can be met by preserving the 
verities of crops that are abundant in the region 
where they are originated. India is the place of 
origin of many crops like pigeon pea, cucumber, 
eggplant and many spices. These plant verities 
need to be identified from the wild and be 
preserved in the gene pool. Many Indian research 
institutes are working on this like ICRISAT have 
developed around 400 verities of rice. 
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Q- Write a note on the cropping pattern 

of millets and pulses in India. Examine 

the trend in their production in last 

twenty years. (200 Words)  

Millets are short duration warm weather grasses 

grown in inferior areas where main food crops 

cannot be grown successfully. Jowar, Bajra, Ragi 

are important millets frown in India. Maharashtra 

,Rajasthan and Karnataka are the top most states 

of millets cultivation in India.  

They are cultivated as pure or mixed with other 

crops. Inter cropping, crop rotation, mixed 

farming, ratooning and mono culture are the 

patterns of cropping followed in India. In the four 

decades since 1961, the area under millets and 

production of millets declined however the yield 

per hectare has increased. 

 

Pulses are leguminous crops with the capacity of 

nitrogen fixation and are normally rotated with 

other crops to maintain and restore soil fertility 

and as mixed crop to check gram 

blight.Chickpeas, pigeonpeas, urad beans are 

important pulses grown in India. India is the 

largest producer as well as the consumer of 

pulses in the world with Madhya Pradesh leading 

in pulses production.  

Production of pulses increased significantly due 

to increase in net sown area, however the 

productivity of pulses has been very low in India 

leading to high imports and increased prices. 

Production of pulses in India has slightly 

improved, thanks to marginal improvement in 

the yield of the crops season. 

Since millets and pulses are Nature‘s 

Nutraceuticals the factors of production for the 

same must be enhanced. 

 

Q-Write a note on peri-urban agriculture 

and its importance to India. 

 

a) Reduction in transportation cost due to 

availability of locally grown food will lead to 

energy efficiency, reduced carbon footprint of the 

city and reduction in ozone and particulate 

matter. People will have a healthy life. 

b) Vacant urban plots are used as landfills and 

hazardous chemical and other wastes are 

dumped. Carrying out agriculture in these plots 

can ‗phytoremediate‘ these wastes. 

c) Urban wastes can be used as fertilizers and 

waste water for irrigation. 

Considering the various social, economical and 

environmental problems that Indian cities are 

facing UPA is the need of the hour. Mumbai is 

one such example. 

 

Q--Write a note on the significance and 

process of ‗System of Rice 

Intensification‘ (SRI) 

 

The System of Rice Intensification (SRI) is a 

methodology aimed at increasing the yield of rice 

produced in farming. It is a low water, labor 

intensive, organic method that uses younger 

seedlings singly spaced and typically hand 

weeded with special tools. SRI concepts and 

practices have continued to evolve as they are 

being adapted to rain-fed (unirrigated) conditions 

and with transplanting being superseded by 

direct-seeding. The central principles are 

• rice field soils should be kept moist rather than 

continuously saturated, minimizing anaerobic 

conditions, as this improves root growth and 

supports the growth and diversity of aerobic soil 

organisms; 

• rice plants should be planted singly and spaced 

optimally widely to permit more growth of roots 

and canopy and to keep all leaves 

photosynthetically active; and 
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• rice seedlings should be transplanted when 

young, less than 15 days old with just two leaves, 

quickly, shallow and carefully, to avoid trauma to 

roots and to minimize transplant shock. 

Mainly this is system of production with four 

main components, viz., soil fertility management, 

planting method, weed control and water 

(irrigation) management. SRI was introduced in 

Andhra Pradesh in kharif 2003 in all 22 districts 

of the state .Other beneficiary states are 

Himanchal Pradesh, 

Tamilnadu,Tripura,Uttarakhand. SRI 

methodologies offer attractive opportunities for 

farmers in Andhra Pradesh to save water while 

increasing their rice output. It is obvious from 

farmer experiences that SRI has the advantage of 

cost effectiveness and increased yield per unit 

area when compared to conventional paddy 

cultivation. 

 

Q--Write a detailed note on the System 

of Rice Intensification (SRI) and its 

benefits especially for India. 

 

After President Clinton‘s visit to India the relation 

matured and high water period was the signing 

of Nuclear deal between two countries. However 

certain factors such as, row over Indian diplomat 

Devyani Khorbagade and revelations of spying 

by US NSA on Indian government as well as the 

incumbent party BJP has led to a thaw in the 

relations. At the depth they are manifestation of 

deeper lack of trust and divergence of strategic 

interests as perceived in two countries. They are 

as following : 

a. US is a largest market for Indian software 

industry, however due to rise in unemployment 

in US, it is implementing laws and policies to 

discourage Indian software companies there. 

b. India has been a leader of developing countries 

at various environmental and trade forums. This 

brings it in conflict with US which is the leader of 

developed world and seeks to preserve their 

advantageous position. 

c. US geostratagic goal is to balance a rising China 

with India, however this is not in line with India‘s 

goal of maintaining cordial relations with China. 

d. Difference of stands on political issues such as 

Libya, Syria and Iran. 

Overall there are many fronts on which the two 

countries are ‗natural allies‘, but for that they 

have to align themselves in such a manner that 

contentious issues don‘t stop them from building 

a strategic partnership. 

 

Q--What is Jhum cultivation? Is it good 

for forests? In the light of Mizoram‘s 

recent  New Land Use Policy (NLUP) 

and its consequences, critically 

comment. 

 

 ‗Jhum‘ is shifting cultivation technique, largely 

practiced in North Eastern States of India mainly 

in Assam and Mizoram. In Jhum, Cultivators cut 

bamboos, burn the slash, nourish the soil with 

Ashes and cultivate through the Monsoon. This is 

also known as ‗Slash and burn‘ technique. After 

cultivating few years, they shift to another area 

leaving this land fallow to regenerate the forest 

cover and this cycle continues. 

There are both side views about the pros and cons 

of Jhum to forests. 

  

 Some environmentalists argue that shifting 

cultivation put pressure on the forests and 

continuously declining the forest cover because 

increasing population and land use pressure 

don‘t provide sufficient time period to forest 

patches to be regenerated. It degrades the land‘s 

fertility also. 

But there are evidences which show that Jhum in 

Mizoram is economically productive and 

ecologically sustainable. It provides firewood, 

charcoal, wild vegetables and fruits, wood and 

bamboo for house construction and other home 
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needs. Also nearly 5-6 years time period is 

sufficient for fallow lands to regenerate the forest 

and bamboo cover. Jhum uses natural cycles of 

forest regeneration to grow diverse crops without 

using chemical pesticides or fertilizers. 

Recently, Mizoram enacted legislation to promote 

Organic Farming and discourage Jhum by it New 

Land Use Policy (NLUP). Under this policy, 

policy makers and industry now promote 

―settled‖ cultivation and plantations, such as 

pineapple and oil palm, claiming they are better 

land use than Jhum. State provides Rs.1, 00,000 in 

a year directly to households, aiming to shift 

beneficiaries into alternative occupations like 

horticulture, livestock-rearing, or settled 

cultivation. The policy has created opportunities 

for families seeking to diversify or enhance 

income. 

But studies show that increasing settled 

cultivation deforest large land area permanently. 

Also pineapple and oil palm industries setup is 

using huge land area. Monoculture practices are 

degrading the land‘s fertility and defeating the 

purpose of the NLUP. 

Attempting to eradicate Jhum completely is 

inappropriate. Govt. should refine the Jhum 

practice by lengthening cropping and fallow 

periods. There is need to provide market and 

price support to cultivators and including organic 

labeling to them. 

  

Jhum cultivation is regenerative type of organic 

farming, generally practised in North-East India. 

Farmers cut forest patch & then burn slashes to 

prepare land for cultivation. Once cultivated, they 

leave it for regeneration & move to next forest 

patch. Farmers return to pre-cultivated land after 

6-10 years, completing Jhum cycle. 

  

  

It is considered non-sustainable, yielding low-

returns & resource consuming. As population 

increases, Jhum cycle shortens & regeneration of 

land does not take place properly. 

But plantation agriculture also harms forests, as 

seen in Palm oil farms of South-East Asia. 

Multiple benefits like bamboos for house-

construction, charcoal for fuel & food security 

due to forest produces are not present in settled 

agriculture. 

Thus a balanced convergence of government & 

local views must be the decisive criteria for 

modifying NLUP. 

 

 

Q--―Ever since its inception in the early 

1970s, agricultural insurance has defied 

all attempts to make it farmer-friendly 

and economically viable.‖ Critically 

comment. 

 

Agricultural insurance is an important 

instrument to minimize the risks for livelihood 

and food security in face of crop failure due to 

droughts, flood, hailstorms or monsoon failure. 

Currently GoI has implemented two schemes – 

the National Agricultural Insurance Scheme 

(NAIS) and the Modified NAIS (MNAIS) . 

 

But it has been observed that hardly 30% of 

farmers have heard about agricultural insurance 

and just 7% are taking benefits from it. Major 

problems associated with these schemes are- 

1) Inordinate time lag in settling claims- The 

purpose of agricultural insurance is to provide 

immediate relief or solution to affected cultivators 

and to enable them to invest in high yield inputs 

in subsequent crop to cover some of their losses. 

But long delays defeat this purpose. 

2) High premiums – are often out of reach of 

small and marginal farmers. For some crops, the 

premiums are, bizarrely, higher than expected 

total returns. 

3) Criteria for the minimum land- The area 

treated as the unit for assessing crop damage is 

usually too large to serve the purpose of 

individual small farmers. 
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4) Incomplete coverage- The yield-based 

approach to settling claims covers only 

production-related risks and does not cover losses 

resulting from other factors –  post-harvest loss of 

produce. 

5) It also does not cover price-related risks 

associated with most crops (other than rice and 

wheat, which are procured at the government-

fixed minimum support prices at least in some 

areas). So farmers growing crops other than rice 

and wheat suffer the losses in case of price fall. 

6) The provision that farmers, who take the loan 

from banks from the agriculture purpose, can get 

the insurance is hurdle in reaching the scheme to 

villages where there are no banking facilities 

available. 

A farm income insurance scheme covering 

hazards related to both production and prices 

was launched in 2003 but, unfortunately, was 

discontinued by new govt. in 2004. There is need 

to reintroduce that scheme again. Also there is 

need to speed up the process of claims 

settlements. 

 

Extreme dependence of the Indian farm sector on 

weather conditions and the poor economic 

condition of the overwhelming majority of 

farmers increase the risk of crop failure in India. 

To mitigate such losses the the National 

Agricultural Insurance Scheme (NAIS) and the 

Modified NAIS (MNAIS) were launched. 

  

  

  

It must be said that Insurance in Indian 

agriculture is a challenging task due to its 

inherent nature – a large number of small and 

scattered landholdings, varying climatic and soil 

conditions, lack of basic data, and variety of 

agricultural practices and widespread lack of 

knowledge about the nature and functions of crop 

insurance amongst the farmers, a majority of 

whom are illiterate and poor. 

However few remedies can be implemented. 

Crop insurance should not be clubbed with 

insurance of income or assets of the farmers such 

as buildings, equipment and livestock.High value 

crops such as plantation crops or horticultural 

crops special insurance products like risk 

weighted variable premium rate need to be 

designed. ICT use can negate the problem of 

delayed payments and can be adopted. 

Finally the role and responsibilities of all the 

stakeholders in crops insurance – the central 

government, state governments, NABARD, 

General Insurance Corporation (GIC), commercial 

banks and cooperative banks will have to be 

clarified, and wherever necessary, strengthened 

  

 

Q--Discuss the cropping pattern of 

tobacco in India. Critically examine the 

negative effects of encouraging tobacco 

cultivation. 

 

The cultivation of tobacco usually takes place 

annually. The tobacco is germinated in cold 

frames or hotbeds and then transplanted to the 

field until it matures. It is grown in warm 

climates with rich, well-drained soil. 

The major tobacco producing states in India are 

Andhra Pradesh (AP), Gujarat, and Karnataka. 

Other states where tobacco is grown include 

Bihar, Maharastra, Orissa, Tamil Nadu, Uttar 

Pradesh (UP) and West Bengal. Andhra Pradesh, 

Gujarat, Karnataka and UP together account for 

over 90% of the total tobacco production in the 

country. 

One of the main criticism of tobacco cultivation is 

the use of child labour on the tobacco fields. 

These children are low paid, work for long hours 

and are subjected to physical and sexual violence. 

Another criticism is the shift in land use from 

food grain production to tobacco production. The 

wood that can be used for heating and energy 

needs are used for curing of tobacco. 
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The process leeches nutrients, such as 

phosphorus, nitrogen and potassium, from the 

soil at a rate higher than any other major crop. 

Thus there is an intense demand of pesticides and 

fertilizers leading to environmental problems. 

 

 
 

Q-Examine the importance of millets in 

ensuring food and nutrition security in 

the country. Write a note on their 

cropping pattern in India. 

 

Millets like Jowar, Bajra and Ragi comprise a 

major food source in India and the country is the 

largest producer of the coarse grains. Importance 

of the Millets are- 

1) These are hardy, drought-tolerant and heat-

resistant crops that generally do not succumb to 

pests and diseases, and are suited for cultivation 

in rain-dependent farms. 

2) They can provide both food and fodder, and do 

not require much labour and cash inputs to grow. 

3) It has high efficiency of converting solar energy 

into biomass and edible grains through 

photosynthesis. 

4) Millet is very good at sequestering carbon. It, 

therefore, lessens the environment‘s total load of 

greenhouse gases and contributes to mitigating 

climate change. 

5) Millet is a rich source of fiber, minerals and 

Vitamin B-complex. Pearl millet has the highest 

content of macro as well as micro nutrients such 

as iron, zinc, magnesium, phosphorus, folic acid 

and riboflavin. Finger millet has an exceptionally 

high content of calcium. 

Cropping pattern- 

The millet group includes sorghum (Jowar), pearl 

millet (Bajra) and several small grain cereals such 

as finger millet (ragi), foxtail millet (kangni), kodo 

millet (kodo), proso millet (cheena), barnyard 

millet (sawan) and little millet (kutki). 

Millets like Jowar (sorghum), Bajra and Ragi are 

also called coarse grains. They are Kharif crops 

and are chiefly rain-fed crops, requiring hardly 

any irrigational facilities. Unlike rice, they grow 

in less rainy areas in the following order- 

Ragi- grows mostly in damp areas. It requires 

comparatively more rain, is grown usually in 

Karnataka and Tamil Nadu. 

Jowar- grows in moist areas. It is mostly 

cultivated in Karnataka, Andhra Pradesh, 

Maharashtra and Madhya Pradesh and 

Bajra- grows in dry areas. It is grown in the drier 

parts of Maharashtra, Gujarat, Rajasthan and 

south-west Uttar Pradesh. Here the Pearl millet-

Wheat is the most important cropping system due 

to less irrigation facilities. Pearl millet and 

Mustard is also grown together in this part of 

India. 

The sown area of the millets is decreasing day-by-

day because of ill-advised procurement and price 

support policies. There is need for a well-

designed public-private partnership program for 

popularizing millet as health food and 

developing value chains from production to 

consumption stages. The need is to amend official 

policies and treat millet on a par with wheat and 

rice in providing price and market support and to 

supply of millet through the PDS under the new 

food security Act. 

 

 

 

 

Irrigation  
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Q-Explain the role of technology in 

boosting agricultural income for the 

farmers. Write a note on TN-IAMWARM 

(Irrigated Agricultural Management and 

Water Resources Management) project. 

(200 Words) 

 

 

More than 60% of the Indian population rely on 

agriculture for their livelihood including 

agricultural and land less laborers. This despite of 

the fact that agriculture is not a profitable 

endeavor. This, perhaps, explains why more than 

40 % of the population is reeling below or just 

above the poverty line. Farmers in India, unlike in 

western countries, don not have big agricultural 

lands and machineries to harvest it. 

Unpredictable monsoon, low yield, low market 

price, unfriendly credit system only add woes to 

the worry. 

However, post grew revolution period, Indian 

farmers have started to adopt technology to 

enhance their yield and income. Use of high yield 

hybrid seeds, chemical fertilizers, innovative 

irrigation techniques such as drip, intermittent, 

etc have proved to be remarkable step forward. 

But still there are large number of farmers who 

are yet to adopt technology is full fledged 

manner. 

Tamil Nadu Irrigated Agricultre Modernization 

and Water Bodies Restoration Management 

Project is multidisciplinary project funded world 

bank. The objective of the project is to attain 

sustainable economic growth as well as poverty 

alleviation through maximizing the water 

utilization. Primary focus is to encourage 

adoption of modern water saving irrigation 

technique, agriculture intensification and 

increased access to market. 

 

This project is very significant for Tamil Nadu as 

it is on of the driest states in India  use IT to: 

a) advertise farm products 

b) know about the market prices 

c) know about the latest production tech and 

trend all around the world. 

 

Use of govt dept like meteorological dept, ISRO 

and Communication ministry to send SMS to 

farmers regarding the weather conditions, 

cropping patterns, pest locations, info about soil 

etc, this will indirectly boost production and 

saves the unforeseen losses. 

use of Agri info centers to guide the farmers to 

choose the type of crops, the quality and quantity 

of fertilizers and pesticides etc 

 

Agricultural extension is the umbrella term which 

referring to the application of scientific know how 

and technology to improve the productivity and 

production of agricultural crops.  

Now besides fertilizers technology like rice 

transplanters, weed remover, combined 

harvesters, threshers are used along with 

irrigation technology like lift irrigation, drip 

irrigation 

 

Tamil Nadu Irrigated Agriculture Modernization 

and Water-Bodies Restoration and Management 

Project (TN-IAMWARM) is a Multidisciplinary 

Project funded by World Bank. The prime motive 

of maximizing the productivity of water leading 

to improved farm incomes and products. So this 

scheme was important for the rainfed cropped 

areas of Tamil Nadu. 

The main objectives are: — 

1. Improving irrigation delivery including 

adoption of modern water-saving irrigation 

technologies. 

2. Agricultural intensification and diversification 

through system of rice intensification (SRI) 

3. Enhancing market access and agri-business 

opportunities. 

 

4. Strengthening institutions dealing with water 

resources management 
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Q-What is a drought? Write a note 

various types of droughts. 

 

 Drought is a condition when the water 

availability falls below the statistical water 

requirement. Its an interplay between natural 

water availability and human requirement. 

There are four rypes of droughts: 

(a)Meteorological drought. 

(b)Hydrological drought. 

(c)Agricultural drought. 

(d)Ecological drought. 

  

‗Meteorological drought‘ occours when there is 0-

25% variability in rainfall.  

  

Prolonged meteorological drought causing 

drying up of surface water and ground water in 

extreme case, is called ‗Hydrological drought‘. 

  

‗Agriculture drought is a relative term that 

depends on crop water budget. Perticular amount 

of rainfall will lead to wilting of more water 

intensive crops while a drought resistant crop 

may flourish. 

  

‗Ecological drought‘ occours when the productive 

capacity of ecosystem falls drastically. It may 

happen due to livestock epidemic or pestilience. 

IMD defines drought in India as a condition 

when the rainfall variability is greater than 10% of 

long period average. Failure of monsoon is the 

main cause of drought in India with North-West, 

West and Central India as most affected regions. 

 

 

Q-Comment on the design and 

performance of various watershed 

development programmes in India. 

 

Watershed development projects are designed to 

harmonize the use of water, soil, forest, and 

pasture resources in a way that conserves these 

resources while raising agricultural productivity, 

both by conserving moisture in the ground and 

increasing irrigation through tank and aquifer 

based water harvesting. 

Major types of activities in the Watershed 

development project: 

1. Soil & moisture conservation measures like 

terracing, bunding, trenching, vegetative barriers 

etc. This has been helping in preventing the soil 

run-off. 

2. Rain water harvesting activities like farm 

ponds, percolation tanks, checkdams etc. Ground 

water table has improved by 3 meters in last 5 

years. 

3. Encouraging natural regeneration, Planting & 

sowing of multi-purpose trees, shrubs, grasses, 

legumes and pasture land development. 

4. Promotion of agro-forestry and horticulture. 

the cropping intensity has been increased by 35% 

and total irrigated area by 50%. 

5. Training, extension and creation of a greater 

degree of awareness among the participants to 

encourage peoples‘ participation 

6. Livelihood activities for assetless people by 

boosting production system and micro-

enterprises. 

By the projects of the IWDP, there has been 35% 

increase in Agricultural productivity in 11th FYP. 

But there are still few problems associated with 

the Integrated watershed development program 

(IWDP) in India as 

1. Lack of equity in the benefits to small holders 

and landless. 

2. Lack of Sustainability in the management of 

projects after cessation of the project. 

3. Lack of Community participation in 

watersheds. 

4. Lack of Scaling up methods and models. 

5. Lack of holistic approaches in the technical 

support to most development projects by NGOs. 

Watershed projects cannot succeed without full 

participation of project beneficiaries and careful 

attention to social organization because the costs 
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and benefits of watershed interventions are 

location specific and unevenly distributed among 

the people affected. Govt. needs to formulate 

policies taking local conditions in mind and 

should encourage communities for robust 

participation. 

 

PDS (objectives, functioning, limitations, 
revamping, issues of buffer stocks & food 
security) 

 

Q---Examine how the Union government 

and state governments can cooperate to 

make Public Distribution System more 

efficient. 

 

Public Distribution System has its origin in World 
War 2 when it was taken as an adhoc measure by 
Britishers for distribution of essential goods to the 
people. India has since then developed the 
world‘s largest PDS but the system is marked 
with inefficiency in need for immediate reform. 
 

First point of cooperation between centre and 
states can be in identifying the eligible 
beneficiaries in which currently the Planning 
commission provides the extent of people living 
BPL with states needed to identify each 
beneficiary. It is here that there is massive 
inclusion and exclusion error occur which is the 
first point of leakage. 
 

Second point of cooperation is in procurement 
and storage which is currently been done by FCI 
with some exception of decentralized 
procurement. This is not only a costly affair but 
also due to lack of adequate facility of storage, 
leading to wastage of foodgrains. The solution 
lies in complete decentralization of the process 
with incentivizing states for building more 
warehouses with state-of-art technology. 
The last stage of delivering goods through Fair 
Price Shop needs urgent attention since 
maximum leakage occurring at this point. Centre 
can help states here by providing for innovative 

methods of delivery like food coupons, direct 
benefit transfer using Aadhaar etc. 

Public Distribution system with the aim of 
providing cheap, affordable grains to the 
underprivileged to ensure nutritional and food 
security can be made efficient through : 
 
1.Identification of beneficiaries : 
2.Addressing Supply side problems including 
transportation 
3.Leveraging technology 
  
  

 

Q--Examine the supply side problems 

being faced by Public Distribution 

System in India. Explain how they can 

be addressed. 

 

SUPPLY SIDE PROBLEMS FACED BY PDS: 

 

Public Distribution System is the way of 

distributing subsidised food stuffs for the needy. 

Successful implementation of this system needs to 

address the major bottlenecks in the supply side. 

 

BOTTLENECKS: 

• Non availability of cold storage 

mechanism near the villages results in the 

non availability of food stuffs in the deficit 

production season to the supply of PDS. 

• No easy availability of credit loans to the 

farmers leads to less production and results 

in short supply to PDS. 

• Leakages in the supply chain from main 

buffer stock to various PDS in different 

regions. 

• Flood, rodent , rain also plays a major 

supply side constraint for the PDS. 

 

Public Distribution system (PDS) has been a main 

plank of food supply for poor in India. But it is 

also struck with some supply side problems, 

inhibiting its effectiveness. 
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More than 36% of budgetary subsidy is siphoned 

off in supply chain, because of opaque 

functioning & corruption. Irregular supply with 

seasonal variability & lack of effective monitoring 

system make supply difficult. 

 

Presence of foreign particles in grains & inferior 

quality turns people away from Fair Price shops. 

Low margins for transportation & lack of storage 

facility for buffer stocks are other major problems. 

Food grain supply in installments is non-existent 

in some states like Haryana. 

 

These problems can be tackled by adopting 

various reforms. Computerization of all fair price 

shops & interconnecting them through central 

grid may improve the monitoring. Handing over 

these shops to Self Help Groups of poor can 

increase effectiveness. 

 

Door-to-door delivery of food grains will increase 

transparency, as seen in Kerala. Moreover, local 

preference may be added in food grains supply. 

Inter-state variability in food grains supply 

should be minimized. 

 

 other items also like sugar, oil etc…   

 For speedy food supply to shops, Govt. should 

encourage to procure and store locally. Schemes 

like ‗Gram Bhandaran Yojana‘ etc. could do well. 

Inclusion of UID card for identification of Ghost 

beneficiaries also will help. 

 

Q---Write a note on the objectives of the 

Essential Commodities Act, 1955. 

 

The essential commodities act 1955, empowers 

the government to control production,supply and 

distribution of essential commodities in order to 

maintain/increase supplies,just distribution and 

availability at fair prices. 

Recently government included onion and potato 

under the list of essential commodities. The prices 

of these vegetables are blooming very high 

though there is ample stock and productuion this 

year.This step has been taken in order to carry out 

actions against hoarding and black marketing. At 

present foodgrains,sugar,kerosene,edible oil etc… 

are comes under the perview of Essential 

Commodities Act. 

The act being implemented by the state 

governments and UTs administration. Central 

governmenr periodically review and monitor the 

implementation of the act. 

The act empowers state governments to impose 

higher limit on the stocks of the essential 

commodities by the farmers and traders. 

The act also empowers state administration to 

carry out all the measures against hoarding and 

black marketing of essential commodities for their 

just distribution and fair price affordability. 

What construes as a essential commodities has 

been clearly specified in the act which includes 

• Food 

• Fuel 

• Drugs 

• Textile (cotton+ Jute) 

• Automobile parts. 

• Manufacturing Products (Iron + steel). 

 

Q--Why is India witnessing a steep hike 

in food prices? Do you think measures 

taken by the government address the 

root causes? Critically examine. 

 

Reasons for hike in foods price in India : 

a. Low rainfall due to deficit monsoon 

b. Hoarding by wholesale dealer 

c. Inefficient supply chain – There are multiple 

layers and lack of modern technology in our 

supply chain which leads wastages and price 

escalation. 

d. High MSP – Due to high prices offered by govt. 

for procurement and volume that it procures 
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market prices of food grains such as wheat, rice 

has gone up. 

e. Monopolistic market due to APMC act. 

In recent weeks government has tried to counter 

the price hike by following measures : 

a. Putting onion and potato in list of essential 

commodities under Essential Commodities act. 

This can enable state govt. to put limits to stocks 

of onion and potato, thus checking the hoarding. 

b. Planning to get onion out of APMC act – to 

remove monopoly and induce competition in 

market. 

These measures are welcomed, however they 

don‘t address the structural issues of inefficiency 

in supply chain, high dependence on monsoon 

and increase in government procurement prices. 

Unless they are addressed food inflation will 

remain high. 

 

  

Q-Is India‘s food security law in 

violation of WTO norms? Examine with 

example from around the world. (200 

Words) 

Ans- 

With the impending implementation of India‘s 

Food Security Law, there is growing concern in 

International circuit that such legislation will be 

distorting the global trading rules on agriculture 

under the WTO. According to existing WTO 

rules, countries must limit their supply of 

subsidized food to 10% of total output. While 

such subsidies were minimal in India during 

Uruguay Round in early nineties when such rule 

was framed, it is now closer to upper limit. 

India, along with other developing nations which 

include Group of 33, is vouching for a relaxation 

in this limit. For many developing countries 

subsidized food supply is an important part of 

their welfare programmes. And that is why G-33 

is trying to build a consensus around its proposal 

before the forthcoming WTO-Ministerial meet in 

Indonesia in December this year. 

In a report recently released by Global Hunger 

Index, it has been found that 210 million hungry 

poor are in India alone, which is almost a quarter 

of world‘s hungry. It is hoped that the Food 

Security is ensured for them including other 

vulnerable sections. 

However, a revision in the WTO rules is the need 

of the hour as underdeveloped nations struggle to 

feed their people, who otherwise stand a risk of 

violating asymmetrical WTO norms. 

 

Q- Do you think Food Corporation of 

India needs revamping and 

restructuring? If you agree, examine how 

it can be done and why it should be 

done. 

 

Food corporation of India at present handles 

procurement, storage and distribution to fair 

price shops of foodgrains. Time and again there 

has been demand to revamp and restructure it so 

as to improve efficiency, plug leakages etc. With 

the coming up of national food security act(2013), 

Govt needs to provide food grains to about 2/3rd 

of population at subsidised rates along with 

managing minimum support price at substantial 

level to encourage farmers to produce more. 

  

The inefficiencies in the operation of FCI are due 

to its highly centralised and bureaucratic mode of 

operations. There are enormous leakages in the 

system in the form of losses in the transport and 

storage and diversion of food grains to the open 

market because of the widespread prevalence of 

corrupt practices. The economic costs of its 

operations is also increasing due to increases in 

procurement prices and other costs like 

distribution and carrying costs. 

  

Proponents of revamping FCI suggest that it 

would streamline the 3 areas of procurement, 
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storage and distribution and help in better 

specialization and introduction of technology at 

all levels. Also, it would help plug leakages as 

there would be greater accountability of agencies. 

However, critics point out that restructuring 

would only result in greater bureaucratization, 

increasing administrative and other costs and less 

synergy in the whole operation. Also, it would 

not promote accountability as there would be 

greater passing on the buck from one agency to 

other. Further, the present deficiencies of the 

system would remain intact. 

There is a need of ‗toning up‘ of the personnel 

and working of FCI. There should be 

reorganisation of the food security system on a 

decentralised basis .States and Central 

Warehousing Corporation should work in 

tandem with states procuring the food and CWC 

storing it 

Thus, there needs to be a holistic debate on the 

issue. While it is important to bring in efficiency 

and plug leakages, it should be done in a frugal 

and innovative way. There should be greater say 

of states in the process as they are the ones 

directly responsible and answerable to polity. 

Apart from this, food management needs to rope 

in outside agencies to do an independent 

evaluation and suggest best method. 

 

 

 

 

 

 

Q-Discuss the long term measures 

which should be taken by the 

government to contain food inflation in 

the country. 

 

While the government has always taken 

numerous short-term steps like cracking down on 

hoarders, curbing exports and relaxing import 

norms, it has been falling short of its efforts in 

taking long terms measures to curb a persisting 

issue of inflation. Though both supply and 

demand side of an economy is responsible for 

inflation but its the supply-side which has led to 

high inflation in India. These long term measures 

primarily to address supply side issues include: 

a) Amending the APMC Acts to break the 

monopoly of ‗mandies‘ and provide the farmers 

the much required freedom to sell their produces 

(especially fruits and vegetables). Participation of 

private players and corporates (like ITC‘s e-

choupal) should be encouraged to provide more 

choices of price and markets to the producers. 

b) Improving infrastructure like cold chain, 

warehouses, dissemination of information on 

market prices using ICT technology etc, to arrest 

alarming levels of wastage of farm produces and 

distress sales by farmers would also increase the 

supply of fruits and vegetables. 

c) Moderating the MSPs of several food grains 

would also lead to decrease of the prices of food 

products. It has been observed that the spikes in 

MSPs are more to do with populist measures than 

to pull the farmers out of distress and hence the 

very purpose of regulating the procurement 

prices gets defeated. 

d) It has been shown in various reports of 

Planning Commission that only 25% of the 

benefits reaches the beneficiaries through PDS 

hence a revamp and restructuring to curb the 

leakages in PDS system and hence eliminating 

the artificial shortage of food grains would also 

help in curbing the inflation in long term. 

e) Though the recently passed Food Security Act 

would ensure the availability of food to 67% of 

the population but our agriculture sector needs to 

gear up to meet the requirement of the Act 

without creating a shortage of food grains and 

hence leading to spiraling inflation. 

f) Besides these, our agriculture sector needs to 

improve the productivities, especially of fruits 

and vegetables, to meet the demand which is 

increasing by the day owing to rise in income 
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level of people (due to flagship programs like 

NREGA etc) 

g) A strong research and development led 

agricultural extension services is another method 

of assisting the farmers to increase the yield of 

farm produces. 

h) For meeting the protein requirements livestock 

farming should be encouraged. A Pink revolution 

in the line of Green Revolution would help meet 

this objective. 

Keeping the issue of inflation under check by 

adopting the above mentioned measures is very 

much required for achieving the aim of inclusive 

growth for all. 

 

 

 

Q-Critically examine the causes of 

vegflation in India. Also examine what 

steps should government take to check 

vegflation. 

 

Vegflation is the inflation created in vegetables. 

Indian economy is increasingly suffering from 

vegflation. This is because of many reasons. 

Firstly, there has been an increase in demand for 

vegetables especially due to an increase in income 

in recent decades. But this has not resulted in a 

correlated increase in supply. 

Secondly, structural reforms in agricultural sector 

has failed. Whether it be MSP related bias 

towards food grains or marketing deficiencies, 

Indian policy makers have failed to analyze the 

shifting trends in consumption. 

Thirdly, vegetables being perishable it is logical to 

have either good cold storage, irradiation and 

transport facilities or at least have production 

near markets. Neither of them has happened in 

Indian context. The result is wastage and hence 

higher prices. 

Hoarding also in some vegetables 

  

There is thus a need for an overhaul of present 

agricultural model. Assured income, insurance, 

banking, data collection, trend prediction, 

rational MSP and modern marketing that roots 

out the menace of middleman can help reduce 

inflation in agriculture in general and vegflation 

in particular. 

  

 

 

Q-Why is there a demand for the reform 

of or even abolition of APMC act? 

Critically examine. 

 

The APMC act was passed to ensure that farmers 

enjoy the support of the state in getting 

remunerative prices for their crops. The plan was 

to have a market that has licenced traders. This 

would ensure that easy government oversight 

and regulation. 

But today the system is being blamed for not 

being able to live up to the dream and infact 

creating more problems for the farmers than what 

it had intended to solve. 

Because of APMC act mandate that farmers 

cannot directly sell to the market, he has to 

depend on the middleman. The middlemen 

generally collude together and form a cartel 

keeping the prices low. This leads to loss of the 

farmers. 

This not only increases the vulnerability of the 

farmers but is also detrimental to the consumers 

who have to pay higher prices for the same 

product. 

The non transparent way in which these ‗mandis‘ 

work today is a major cause for bureaucratic 

corruption in the area. Quite contrary to its goal it 

is one of the most non transparent sector of the 

agricultural economy. 

The recent decision of FM to remove vegetables 

and fruits from the purview of APMC act is 

therefore good. We today live in the age of IT and 

communication revolution. In such an 
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atmosphere APMC act is becoming redundant 

and hence must be relooked at. 

 

 

 

 

Q-Discuss the impact of usage of 

insecticides in agriculture on the global 

food production and environment. 

 

Insecticides are a class of pesticides that are 

supposed to kill insects that can destroy the 

plants. 

Insecticides were highly applauded by scientific, 

farmer and political community alike as being 

able to unleash an era of reduced wastages in 

agriculture, only to slowly realize that their worst 

nightmares were yet to unleash themselves. 

The negative effects of insecticides the world is 

battling today are: 

Source pollution 

The insecticide industry is a high waste 

producing industry. Moreover these wastes are 

detrimental to our environment esp our water 

bodies. 

Downstream pollution due to usage: 

1)Chemical contamination of food. The worst 

examples being of DDT poisoning and a new 

class of neonecotinoids leading to impairment of 

kidneys and brain related malfunctioning. 

2) Land pollution : The indiscriminate use of 

insecticides has led to reduction in beneficial 

organisms like bees and earthworms. This poses 

serious dangers for global food production. The 

productivity of land is slowly on a decrease 

3) Water pollution : Insecticides are a major cause 

of diseases in fishes. This adversely impacts the 

livelihood of fisherman and also threatens food 

security apart from the problem of bio 

accumulation. 

Moreover there is no comprehensive proof of 

increase in production due to usage of 

insecticides. Thus it may be just a case of 

increased pollution with zero benefit except for 

few corporates. 

Q- Critically examine deficiencies, if 

any, in the Food Security Act that was 

enacted in 2013. 

 

AS per NSSO data , the average food grain 

requirement for a person is nearly 12 kg/ month 

which is almost double of what is provided under 

the legislation. 

However there are certain apprehensions with 

regards to this scheme. Some of them are: 

1. There is no provision of identifying ghost 

beneficiaries. This will lead to leakage in the 

system and more fiscal deficit to the government. 

It will skew the production heavily in favor of 

cereals as govt will have to procure more cereals 

and hence there will be impact on production of 

pulses and oilseeds. 

There will be distortion in the pricing of food 

items as a consequence of this act. 

The success of this act depends to a large degree 

on streamlining the PDS and plugging in the 

leakages. 

  

 

Q- Is there any alternative to the present 

policy of procurement and distribution 

of food grains to ensure food security in 

India? Examine the negatives of present 

policy and suggest measures to 

overcome them. 

 

A) It is an irony that when foodgrains are rotting 

and wastage is done, several people of the 

country are going to sleep with their stomachs 

half-filled or not filled at all. 

In the context the promugalation of Food security 

act to assure food to nearly 67% of the population 

is a commendable attempt. But there are several 
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alternatives also to achieve that, like: 

1) schemes like Amma canteen in Tamilnadu, 

community kitchens where fresh cooked meals 

are provided at low rates 

2) issue of food coupons to procure grains from 

the shops and compensation of the latter by the 

government 

3) amending the schemes like MNREGA, NRLM 

to provide cooked meals at the place of work 

4) direct cash transfer 

The present policy of procuring and distributing 

foodgrains is riddled with certain problems like: 

1) lack of sufficient logistics and 

infrastructure(pucca houses,cold 

storages,godowns etc) to safely store the 

foodgrains 

2) presence of duplicates among the beneficiaries 

and non-inclusion of the right ones 

3) leakages (divertion as well) present along the 

transfer from the warehouses to the fair price 

shops and finally to the people 

4) international pressures like the one from 

Agreement on Agriculture, Cairn group etc 

5) non-inclusion of other food requirements like 

oil, pulses etc 

Measures like reforming the PDS using ICT, 

revitalisation of agriculture, improving the 

infrastucture through works by MNREGA,PPPs, 

FDI etc.,empowering local level bodies to oversee, 

periodic social audits, using UIDAI to identify the 

beneficiaries,universalisation of the scheme etc 

When acheiving great heights in all the fields, 

India cannot ignore providing the basic need of 

food to its vast population. 

  

Q- From security perspective, critically 

comment on the Aadhaar initiative. 

 

With details of every resident getting locked in 

the government hard disks it poses a risk of being 

hacked or being snooped by the external or 

internal forces. Recently even government 

website which works under high security net 

were attacked by the hackers questioning the 

validity of Aadhar itself. 

More ever terrorist acts getting more 

sophisticated concentration of so much data at 

one location give an easy opportunity. Further for 

getting Aadhar you need to be resident and as 

Government is making Aadhar card sufficient for 

opening and benefiting for government schemes 

has given easy access to Migrants to settle and 

use the taxpayers money for their own benefit. 

 Some security experts have apprehensions that 

Aadhaar system is full of loopholes from security 

point of view. 

  

Duplication of work With NPR 

Firstly, Aadhaar system has been contracted out 

to provide entities at registration level. Thus, 

these entities are registering people without 

effective background check and verification of 

documents. 

Secondly, confidentiality of data collected by 

Aadhaar system is questionable. Noted journalist 

Mr. Sainath claims that Aadhaar data is easily 

available in the market. There is risk of it going in 

the hands of criminals and other anti-India actors. 

 

 

Q-―Given these practical problems, 

merely scrapping APMC laws will not 

quite work. We need to provide 

competition to mandi so that they 

become more transparent.‖ Critically 

examine the existing merits and demerits 

of APMC law and suggest. alternatives 

in the light of the given statement 

APMC is a market/ mandi provided by state 

Government to farmers to sell their agriculture 

product at a decent price. It has got some merits 

as well as demerits 
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Merits 

1. It provides a designated place to farmers to sell 

their products with surety 

2. It is having storage/ cold storage facility which 

farmers don‘t have. 

3. It ensures farmers a fixed return for product, 

they don‘t have to find buyer every time. 

4. In absence of lack of knowledge of their 

product prices and lack of storage, farmers don‘t 

have to wait for product to get spoiled, face 

hassles in selling their product or sell at dirt 

cheap rates. 

Demerits 

1. The middleman in the mandi/ market buy 

product at very low price compared to market 

prices hence the benefits which farmers should 

have reaped, these people are booking. 

2. The hoarders keep the product in storage and 

create problem in demand/ supply system 

3. This results in inflation in the food product in 

spite of having a good harvest (not good for 

economy)  

4. The number of markets is not enough and the 

farmers are required to travel a long distance 

before selling their product. 

the Government wants to scrap the APMC law to 

do away with the demerits and control inflation. 

But, merely scrapping will harm the farmers 

more than the benefits (as it will cause all the 

merits to go away) 

The alternative can be as below 

A better alternative is to make this market more 

competitive by letting private players, social 

entrepreneurs compete. More players will ensure 

adequate competition and hence ensure no 

distortion in demand and supply. 

Letting electronic private Mandis operate which 

will help the farmers make more informed 

decision.Also, contract farming and corporate 

farming will insure the products and farmer 

before in hand 

 Q-―Ensuring Food safety is as important 

as Food Security.‖ Comment in the light 

of enactment of recent Food Security 

bill. 

The fundamental rights enshrined by our 
constitution like right to a life in dignity, good 
health and free speech in a fraternity of  
communal harmony and national integrity to its 
people can be exercised in true sense only if the 
entire population of this vast country does not go 
starving. 

So the enactment of recent Food Security bill that 
promises to provide food grains to three-fourth 
population of India at a very subsidized rate is a 
very welcome and indispensable step in this 
regard. 

However, it is equally essential to ensure that all 
food supplied for consumption remains 
unadulterated and uncontaminated. 
 

Still, food security, which seeks to end starvation, 
does not abolish food adulteration. Virtually all 
items of food in India have chemicals or 
adulterants added to them, which make them 
unsafe to various degrees.  

Therefore, every public institution where food is 
served must ensure that what is served is 
chemically safe, nutritionally healthy and makes 
for the health of the nation. 
 

Henceforth, what is needed at this point of time is 
we must have a state-sponsored food safety 
foundation that has branches all across each State, 
with equipment that can test food safety. An 
empowered force of trained food safety personnel 
should visit eateries, food stores, even festival 
venues where food is served, and take action 
where adulteration or contamination is detected 
through scientific means.  

The food safety police must have suitable powers 
conferred on them under legislative sanction. 
There should be an Act that provides statutory 
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instrumentality to thus ensure the health of the 
people. Then only India can progress towards a 
socialist, secular, democratic Republic in its spirit. 

 

Q - ―India‘s poultry sector has 

transformed from a backyard activity 

into a technology-intensive vibrant 

industry. ‖ Elaborate. (200 Words)  

 

Most rural households in India have backyard 

poultry which generates cash income and 

provides employment opportunities, while 

increasing production of valuable foods(meats 

and eggs) that improve household nutrition. 

But, in the last four decades, India‘s poultry 

industry has transformed from a mere backyard 

activity into a major commercial activity.This 

transformation has involved sizeable investments 

in breeding, hatching, rearing and processing. 

Rising incomes, coupled with emergence of 

vertically integrated production systems, contract 

growing, and marketing activities bringing about 

much needed economies of scale and thereby 

sustained profit margins along with technological 

development have been the major planks for this 

transformation. Participation by big players and 

also successful implementation of contract 

poultry farming on a large scale have also led to 

the transformation.The private commercial sector 

is understandably reluctant to enter the rural 

backyard poultry sector as they aim at higher and 

quick profits, through larger investments. 

In conclusion, the transformation of poultry 

farming in India from an age-old backyard 

venture into an organised technology intensive 

vibrant industrial proposition is the impact of up-

to-date technology and sound policies adopted by 

Governmental and semi-governmental (including 

private) organisations of the country. 

 

Technology missions  
 

Q- What do you understand by 

Introgressive hybridisation? How is it 

important for Indian agriculture? 

Explain. (200 Words) 

 

India has high genetic diversity and is one of the 

eight Vavilov‘s centres of high crop genetic 

diversity. Genetic diversity helps in adaptation. 

Indian agriculture faces a lot of problems like 

frequent droughts and floods, shrinking land 

holdings, decreasing soil health due to salinity… 

Our rich crop genetic diversity can be utilized to 

overcome these problems. 

Introgressive hybridization is one such 

adaptation technique. It involves transfer of genes 

between different species by repeated 

backcrossing of an interspecifc hybrid with one of 

its parent species. It is a long term process which 

takes many hybrid generations before 

backcrossing occurs through a complex mixture 

of potential genes. 

Recently, Kerala Agricultural University used this 

technique to develop new varieties of paddy 

tolerant to submergence and salt water intrusion. 

Sal Tol, a salt water tolerant gene found in 

Pokkhali rice was introduced in Jyothi rice. This 

paid rich dividends in overcoming the problems 

of flood, salinity and shrinking land size due to 

urbanization. 

With climate change and high population growth, 

the problems faced by agriculture are bound to 

increase. Our rich crop genetic diversity can be 

used to develop new techniques such as 

Introgressive hybridization to overcome them in a 

sustainable way. 
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Q--Write a note on important 

information technology tools and 

projects that are being used across the 

country to help farmers in various 

capacities. 

 
 Information Technology holds a lot of potential 
to improve the efficiency of agriculture and can 
help the farmer in every step of the agricultural 
process, be it selection of crop for sowing, 
determining the suitability of soil for crops, 
providing better agricultural practices for 
growing crop, giving information about plant 
diseases, forecasting weather, helping in the 
determining suitable irrigation level, price 
discovery and payment of dues. Also, it can play 
an important role in case of natural calamities 
such as droughts, floods, hail storms etc. in 
determining the extent of loss and dispensation of 
quick compensation to farmers. Some of the 
important tools and project employing the use of  
 
Information Technology are : 
1) Kissan Call Centers to provide useful 
agricultural tips and services to farmers. 
2) Weather Forecast by Met Department for 
various parts of the country. 
3) ITC E-Choupal which is helping farmers to get 
better prices for their produce. 
4) mKRISHI : which offers services to farmers on 
their mobile phones in local  
 
languages. 
1. NeGP-A: national e-governance plan in 
Agriculture. 
2. Strengthening/promoting information system 
NeGP-A: adopted in 11 Five year plan, it 
emphasizes providing all pre-sowing, harvesting, 
post harvesting, marketing which involves export 
of the commodities and import of the capital 
inputs. This is a holistic platform to provide all 
the necessary and relevant information through 
common service centers, kiosks, and SMSs to the 
masses which enable them to take informed 
decision. 
With the IT-infrastructure coming up with 
internet portals of SEEDNET, DACNET, 
AGMARKNET the latest information of the 
policies are made available to the population. 

Kisan Credit Cards, E-chaupal, and broad 
information system are few very vital links for the 
prosperous and growing India, reaping the 
benefits of the Technology to the fullest. 
 

Q--Examine the Developed Countries‘ 

policy towards use of Genetically 

Modified Organisms vis a vis WTO 

norms. 

 

Genetic Modified Organisms (GMO) are created 

by the use of genetic engineering and 

biotechnology. The process involves transfer of 

genetic material from one species to another. 

There are much concerns over the potential 

threats of GMO on the human health and 

environment. India and other developing 

countries are not much open to GMOs. Similarly 

developed countries also apply some safeguards 

to control the use of GMOs. 

European Union is changing rules to broad-base 

the criteria allowing member states to impose a 

ban on GMOs in their respective countries for a 

large number of reasons, ranging from socio-

economic concerns, land use and town planning 

and agricultural policy objectives. Member 

countries are currently using ‗safeguard clause‘. 

EU has approved only a few GM crops – cotton, 

maize, rapeseed, sugar beet and soya bean for use 

in the EU. 

The WTO Agreement on Sanitary and 

Phytosanitary measures allows countries to 

protect their citizens from consuming food or 

related items if there is scientific evidence to 

prove that the particular product is harmful for 

residents of a particular country. However, 

without scientific evidence, countries are not 

allowed to ban products. 

The national safeguard ban, which is used in the 

EU, has been a matter of debate within the World 

Trade Organisation (WTO) for long due to lack of 

sufficient scientific evidences for the ban. 

Argentina, Canada and USA are large growers of 

the GM crops and exports much of these to EU 
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countries. These countries do not support 

banning of the GMO products by EU countries 

and raise a voice in WTO. Organic farmers in 

Russia are also desperately trying to keep their 

lands GMO free knowing the damages of the 

GMO. 

An international agreement on living modified 

organisms, the Biosafety Protocol, was negotiated 

in the year 2000 under the Convention on 

Biodiversity of the United Nations. WTO should 

play a big role in seeking more information about 

the impacts of the GMO uses from the member 

countries by further scientific research and more 

investigation. 

 
 

Q- Enacting a comprehensive law that 

covers all aspects of GM crops should be 

a priority.‘ Examine the existing policy 

on GM crops and explain what needs to 

be done to make existing laws 

comprehensive. 

 

Genetic engineering appraisal committee under 

the department of Bio technology is the nodal 

body which approves the release of GM crops for 

both scientific and commercial purposes. 

At present the approval by GEAC is done in a 

non-transparent, un-scientific and in an 

undemocratic manner as was evident from the Bt 

Brinjal episode. The results of the scientific 

experiments are not released to the public. There 

are allegations of political-Industry-Technocrats 

nexus. 

 

The example of Bt cotton clearly showcases the 

nexus. Bt cotton, was the first crop approved for 

commercial farming in 2002. Monsanto, an MNC 

has a patent on Bt cotton and has given licenses to 

several Indian seed producers. In the next ten 

years, the whole cotton seed industry is 

controlled by Monsanto, a complete wipeout of 

indigenous seeds.  

 

Another issue is Monsanto produces herbicide 

tolerant seeds which helps in the sale of 

herbicides, also produced by these companies. 

 

Another issue is the safety of GM crops approved 

by GEAC. Bt brinjal, the first food crop approved 

has not had any significant impact on crop 

productivity nor any additional benefits. Most of 

the farmer lobby‘s and NGOs have opposed the 

approval. This shows that the consultation 

process is very minimal. 

 

Confidential Commercial Information‖ has been 

kept out of the purview of RTI. Which creates 

again scope for manipulation while sharing 

information. 

 

Also, the bill falls under Ministry of Science and 

Technology while the GEAC under MoEF, which 

can cause conflict of interest. There is a need to 

make a comprehensive law and regulate the GM 

crop trails, use and commercialization without 

harming the Environment and Humanity. 

  

Hence, the present policy framework has some 

serious lacunae and this has led to reduced trust 

and confided In GM crops. Some of the measures 

to improve the policy framework are 

 

Structural changes 

1)Including representatives from farm lobby‘s, 

NGOs in the GEAC. 

2) Scientific experts from Ecology and Biology 

must also be included to study the holistic impact 

of GM crops. 

 

Procedural changes 

1) making the decision making process 

transparent. 

2) increased consultation with diverse groups 

from different regions and fields. 

3) Field trials shall be conducted openly if they do 

not have any affect on the nearby environment. 
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4) Experimental results to be made public 

Need of a comprehensive policy : 

1) The major debate has been around bringing 

regulatory transparency. The need is much 

rightly asked for but the regulations has been to 

be effective and functional to address potential 

threats. 

2) Accurate Environment Impact Assesment (EIA) 

reports needs to be produced and the field trials 

need to be conducted in a controlled and safe 

manner 

2) Much of the GM crops are food crops so social 

acceptance and awareness around the socio – 

environmental implications need to be 

generalised to avoid structural and  

implementation issues. 

3) The initial crops input are expensive so 

inclusive and effective credit mechanism need to 

be made avalaible to small and marginalized 

farmers. 

4) Robust procedures to label the GM food so that 

consumers are aware of what they are buying. 

5) Broader participation/representation of state 

government in formulating regulatory, 

implementation and monitoring mechanism 

 

Q-Critically discuss on what grounds 

different groups are opposing the field 

trials of Genetically Modified crops in 

India. 

 

The opposition of field trials if GM crops in India 

is based on various medical, economic and social 

grounds which need to be discussed. 

The prime health concern is the emergence of 

modified genes in the food chain which may lead 

to biodiversity reduction too. Unless more 

research and studies are done on GM crops, their 

short and long term effects can‘t be anticipated 

fully. In such a scenario, it is better to be cautious 

in their usage. 

The economic concerns are based on the 

monopolization of farm seed sector by foreign 

companies which may lead to disempowerment 

of farmers and violation of IPR in some cases. The 

inherent assumption here is that, indigenous 

companies and government funded institutions 

aren‘t able to produce GM seeds, which is 

basically flawed. Moreover, if government starts 

producing GM seeds and distributing them to 

farmers at subsidized rates, then, not only will it 

improve the farm produce, it will empower the 

farmer and IPR violations can be prevented too. 

The issues creating disputation on GM crops are: 

1.) apprehension of health and environment 

hazards 

2.) factoring in farmers‘ right on seeds 

3.) multinational companies may monopolise the 

seed market by patenting 

4.) seed prices 

5.) alleged reluctance of GEAC on socio-economic 

impacts of GM crops 

 

 

  

Q--Write a critical note on the 

composition and functions of the 

Genetic Engineering Approval 

Committee (GEAC) 

 

GEAC comprises of senior environment ministry 

and other government officials, besides 

experts,and is the statutory body for 

recommending approval to any release of 

genetically-engineered products into the 

environment. Field trials by companies and 

researchers in open farms across the country to 

test their products also fall under its ambit. It is 

an apex body, superior to RCGM. 

Its membership is weighted in favor of technical 

scientists against social scientists. This causes the 

committee to often gloss over socio-economic 

ramifications of GM crops. It has not yet 

developed a cogent set of objective rules, and is 

deciding cases on an individual and subjective 

manner. Lack of broad based representation, 

results in a disconnect with the ground-realities, 
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which are not only technological in nature, but 

also social, economic, political and psychological. 

 

 

Q-Write a note on Technology Mission 

On Oilseeds, Pulses and Maize. Explain 

why India needs to increase the 

production of pulses. (200 Words) 

 

India has been able to produce surplus quantity 

of cereals after the green revolution. But other 

agricultural products like oilseed, Pulses are not 

surplus inspite of India being a leading producer 

in the world. This has lead to expensive imports 

of pulses and palm oil which not only depletes 

our forex reserve but also deters our farmers from 

growing these crops. The main problem with 

pulses, maize and oilseed is that they are grown 

mostly as rain-fed crops in semi arid regions this 

ultimately results in low productivity for unit 

area of cultivation. 

To counter these above problems and incentivize 

farmers to grow these three crops Government of 

India has started in the year 2004 Integrated 

Scheme of Oilseeds, Pulses, Oilpalm and Maize 

(ISOPOM). This scheme allowed state 

government to formulate Annual action plan to 

increase area and productivity of the crops. It was 

implemented in 21 states across the length of 

India. Further in the year National Food Security 

Mission was started which envisioned an increase 

in Rice, wheat and pulses to by 10 million tons, 8 

million tons and 2 million tons by the end of the 

Eleventh Plan (2011-12).And this NFSM-pulses 

subsumed the ―pulses‖ of ISOPOM to become 

Accelerated Pulses Production Programme (A3P). 

Under A3P there was active propagation of key 

technologies such as Integrated Nutrient 

Management (INM) and Integrated Pest 

Management (IPM) along with irrigated growth 

of pulses for assured improvement in 

productivity. 

 

Q-Write a note on the contribution of 

ICRISAT to the Indian agriculture. (200 

Words) 

 

 

The International Crops Research Institute for the 

Semi-Arid Tropics (ICRISAT) is a non-profit, non-

political organization that conducts agricultural 

research for development in Asia and sub-

Saharan Africa. It is headquartered in Hyderabad. 

The International Crops Research Institute for 

Semi-Arid Tropics (ICRISAT), has identified 

40  Germplasm of chickpea, resistant to extreme 

weather conditions like drought, high 

temperatures and salinity. . Chickpeas are rich in 

Protein, Starch, Fibers, Minerals, Vitamins and is 

an important legume in the world 

 

 

ICRISAT adopts Integrated genetic and natural 

resources management as its overarching 

research strategy. 

 

 emphasize creation and sustenance of rural 

livelihoods in addition to releasing crop varieties 

that yield better. 

It has set up a Platform for India-Africa 

Partnership in Agriculture (PIPA) which would 

help the partners to create better policies, 

improved infrastructure, market access, high 

quality inputs particularly for dry-land farmers of 

India and Africa. 

 

develop improved varieties of legumes such as 

chickpea and pigeon-pea. These would be suited 

to mechanical harvesting and herbicide tolerant. 

They would help enhancing production and 

productivity thereby benefitting small farmers in 

India. 

Besides also conducts training programs in 

partnership with the National Agricultural 

Innovation Project of ICAR encouraging them to 

undertake agriculture based business. 
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Q-Explain with an example how poor 

countries can use traditional knowledge 

and native resources to bring 

development. (200 Words) 

Indigenous or traditional knowledge (TK) is the 

local knowledge that is unique to a culture or 

society. This knowledge is passed from 

generation to generation, usually by word of 

mouth and cultural rituals, and has been the basis 

for agriculture, food preparation, health care, 

education, conservation etc. 

 • Traditional knowledge is a systematic 

way of thinking applied to phenomena 

across biological, physical, cultural and spiritual 

systems.  

 • It includes insights based on 

evidence acquired through direct and long-term 

experiencesand extensive and multi-generational 

observations, lessons and skills.  

 • It has developed over millennia and is 

still developing in a living process, including 

knowledge acquired today and in the future, and 

it is passed on from generation to generation . 

 

TK can contribute immensely to shape 

development and human well-being in a poor 

country. TK is essential to the food security and 

health of millions of people. TK can help in 

improving development strategies like poverty 

alleviation by making it cost-effective, sustainable 

and locally manageble and meaningful. 

 

 

Application of Traditional Knowledge  

 

Desi Examples  

 • India‘s own National rural livelihood 

Mission which succeeded the SGSY is an example 

were local resources with minimum skill 

development has helped the women of rural 

areas. 

 • Another example is the below sea level 

ecosystem of Kuttinad in Kerala. Here farmers 

have adopted to grow rice in fields which are 

situated below sea level. Farmers have used their 

traditional knowledge to drain saline water after 

bunding their fields by the use of Bio-Bunds. This 

is system is called the Punja Rice System where 

salt tolerant rice varieties are being grown further 

these are surrounded with estuaries,  ponds and 

canal with diverse fish wealth thus adding to the 

farmers income. 

  

 • Besides agriculture women led 

Cooperative have also used traditional 

knowledge to bring development for example 

Shri Mahila Griha Udyog Lijjat Papad where 

women have used their traditional ingredients 

with least mechanization to build a world 

renowned company. 

 

Videshi Example 

 • Ethiopia is one of the poorest countries 

of very low per capita income, distress living 

standards and precarious food security issues. 

But a traditionally grown grain called teff has 

been changing the face of Ethiopia., after the 

discovery of its nutritional values. Teff is rich in 

calcium, iron, protein and naturally gluten free. 

Due to its nutritional values, teff is in demand in 

the European and American markets. Ideally, it 

should empower the farmers in Ethiopia. But, 

there are certain steps government has to take 

such as irrigation facility utilizing rivers and 

streams , subsidized power and pesticides; and 

credible procurement channels with appropriate 

MSP etc. 

 

 ====================================

============================ 

What is TKDL ? 

 

India is recognized as a world leader in the fight 

against misappropriation of TK. 



INSIGHTS SECURE PAPER – 3 COMPILATION OF QUESTIONS AND ANSWERS 

 

http://insightsonindia.com   Page 125 
 

India's Traditional Knowledge Digital Library 

(TKDL) has set an example for other countries to 

follow.To combat misappropriation of its TK, and 

in particular the rich heritage of traditional 

healthcare systems, the Indian government set up 

TKDL.  

 

TKDL is a digitized record of previously 

published traditional medicinal knowledge, 

which has been made available to patent offices 

through non-disclosure access agreements in an 

effort to prevent the granting of erroneous 

patents. As such, it provides "defensive" 

protection (avoidance of IP rights granted to third 

parties) for TK that is already publicly available.  

 

While India has put in place an efficient system 

for combating misappropriation of TK in place, 

and a number of countries have adopted 

legislation to protect TK, there is an absence of a 

framework for the protection of TK at an 

international level. 

 

 

Ethiopia is one of the lowest per capita income 

countries in the world fraught with high inflation 

rates, poor sanitation and healthcare. It is home to 

an indigenous variety of grain called Teff, which 

is a gluten-free, calcium ,iron and protein rich 

substitute to wheat or rice. Traditionally grown in 

Ethiopia from past 4000 years for local 

consumption, its nutritious features have made it 

a highly sought after grain in western markets 

like Europe and America . With the help of 

technology this grain productivity can be 

increased and could be commercialized also. 

This would ensure food security within the 

country as well as economic prosperity of the 

people through exports to lucrative markets. The 

grain could also play a crucial role to fight acute 

food shortage, school meal schemes, emergency 

aids, reducing malnutrition among children , 

adolescents and pregnant women, reduce 

IMR,MMR and improve the life expectancy of 

people of Ethiopia. 

 

Thus, Traditional knowledge and native 

resources can boost economic progress and 

development in poor countries. But it should be 

backed by sound national and international 

support to protect the interests of people and 

protect them from exploitation. 

 

Q-nalyze the factors that led to Green 

Revolution in India. (200 Words) 

The idea of the ‗Green Revolution‘ was the usage 
of western technology to increase food output in 
India where there was severe scarcity of food 
after independence. 

At Independence in 1947, we were suffering from 
acute food shortages that led to the introduction 
of food rationing.  

Later, we started depending on imported food, 
largely under the PL480 programme of the United 
States, although the country‘s population then 
was only a little over 300 million.  

In 1961, India was on the brink of mass famine. In 
1966, the year Indira Gandhi became Prime 
Minister, India had to import nearly 10 million 
tonnes of food grains to ward off a famine. 

Norman Borlaug, the "Father of the Green 
Revolution" was invited to India by the adviser to 
the Indian minister of agriculture C. 
Subramanian. 

Despite bureaucratic hurdles imposed by India's 
grain monopolies, the Ford Foundation and 
Indian government collaborated to import wheat 
seed from the International Maize and Wheat 
Improvement Center (CIMMYT).  

Punjab was selected by the Indian government to 
be the first site to try the new crops because of its 
reliable water supply and a history of agricultural 
success.  

India began its own Green Revolution program of 
plant breeding, irrigation development, and 
financing of agrochemicals 

http://en.wikipedia.org/wiki/Norman_Borlaug
http://en.wikipedia.org/wiki/C._Subramaniam
http://en.wikipedia.org/wiki/C._Subramaniam
http://en.wikipedia.org/wiki/Ford_Foundation
http://en.wikipedia.org/wiki/International_Maize_and_Wheat_Improvement_Center
http://en.wikipedia.org/wiki/International_Maize_and_Wheat_Improvement_Center
http://en.wikipedia.org/wiki/Punjab_(India)
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 Besides high-yielding varieties of seeds, chemical 
fertilizer is another input which is responsible for 
making the green revolution successful.  

Several soil conservation schemes have led to the 
conservation of soil fertility. Infrastructural 
facilities such as transport and communication, 
regulated markets, storage and warehousing, 
agricultural education and training made farmers 
well versed with western style of agriculture.  

Multiple cropping programs, Incentive prices, 
development programs for small and marginal 
farmers and the adoption of land reform 
measures in the form of abolition of 
intermediaries, security of tenure, consolidation 
of holdings, ownership right on the tenants, 
regulation of rent, ceiling on land holdings and 
co-operative farming have been boon to farmers. 

There has been substantial increase in the area 
under extended irrigation facilities. Regional 
Rural Banks, commercial banks like State Bank of 
India and National Bank for Agriculture and 
Rural Development have also helped the farmers 
to grow more output by providing agricultural 
credit.  

The transition from the ship-to-mouth existence 
of the 1960s to the Right to Food with home-
grown food commitment, as enshrined in the 
National Food Security Act of 2013, is a historic 
one. 

The foundational work done in the 1960s has 
made it possible for India to make access to food 
a legal right. India has become the first nation in 
the world to make access to food a legal right, but 
more needs to be done to sustain the progress. 

Q- ―Involving farmers in the decision-

making process would be a good place to 

begin to effectively use increased the 

funds meant for R&D in agricultural 

research institutions.‖ Elaborate. (200 

Words) 

India being an agrarian economy, but not in 
terms of contribution of GDP but on the use of 
work force of country. Even though the 
percentage of contribution by the agriculture is 

13.7% of the GDP, but the human resource 
involved in 49.5% of the total population of India 
as per the economic survey of India 2013-14.  

The policy makers during the 10th five year plan 
considered Agriculture is the main prime moving 
force of India. But the population of the country is 
increasing by 2050 the expected population of 
India may cross 1.8 billion.  

The need of the hour is percentage of GDP that is 
incurred on the R&D of the Agriculture is only 
.2% that is much 8 times less than the US.  
 

The crops produced per hectre is considerably 
less compared to other countries, for example the 
Egypt produce 100 quintal of paddy per hectre 
compared to India producing only 31.95 quintal.  

Where in Israel the maize yields are 251.80 
quintals per hectre compared to india 20.02 
quintals. But every country can‘t have all the 
resources and supporting ecology for agriculture 
but even though Many research should be done 
for optimizing the yields.  

The west and middle nations portraits the 
technology should be an strategy for high 
yielding of crops, but we Indians give the power 
of democracy to our Representatives. There is a 
huge gap between what citizen expects from the 
government, to this added the polices of the 
policy makers who doesn‘t have first hand on the 
problems either.  

For example the Confederation of Indian 
industry(CII) which has strong giving 
suggestions to policy makers, where at the grass 
root level there is no community based decision 
making for the farmers because these decisions 
give the broader prospective of the problem and 
it is durable. 

 

Question  - Do you support field trials of 

GM food crops in India? Explain why. 

 
A high level committee consisting scientist from 
Centre for Cellular and Molecular Biology and 
the National Institute of Nutrition, appointed by 
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the Supreme Court in 2012, recommended a 
moratorium on field trials of GM crops. Similarly 
a Technical Expert Committee (TEC) consisting of 
eminent scientists highlighted the adverse effects 
of GM crops. Standing Committee on Agriculture 
comprising of MPs, had warned against field 
trials. 
Concerns regarding GM crops include potential 
adverse effects on human health caused by the 
consumption of GM crops. They consume greater 
amount of water and fertilizers proving 
expensive for farmers. Increased use of fertilizers 
and water increases soil salinity and deteriorates 
its quality. Also certain GM crops developed to 
become pest-resistent proved to be ineffective, as 
with the passage of time pests developed 
resistance to them. For example, a type of Bt 
cotton was developed for resisting pest called 
Bollworm . with subsequent use, new pests which 
could resist the crop got generated. 
Also, companies such as Monsanto would 
monopolize on seed production and sales, which 
would take away seed sovereignty from farmers, 
who would be forced to buy them at dictated 
prices. 
Therefore, I do not support permission to field 
trials for GM crops. 
 

Evaluate the performance of India‘s 

space missions vis-a-vis China‘s. (250 

Words) 

 
 

 

Why the search for the presence of methane on 

Mars is so important for scientists? What 

contribution from India‘s Mars exploration 

mission, if it succeeds, is expected? (200 Words) 

Ans:- 

―Mars is Full of Methane‖ A scientist says. ―No 

traces of methane Found by curiosity 

Rover‖NASA exclaims.A lot of contradictions 

and debates are concluded by the Indian mars 

Orbiter Mission soon. 

Why only Methane? 

Most of the Microbes on the Earth from which life 

evolved are Methanogens(Producers of methane 

gas).but it does not mean that Presence of 

methane gas concludes presence of life.Since 

Methane is also produced with out living 

organisms,in hydro thermal vents.But Absence of 

Methane definitely proves the absence of Life on 

mars.Though only 3 parts per billion of methane 

was found by Curiosity rover,that is far less than 

expectations and of no use.Most of the scientists 

believe that either Curiosity was not landed at the 

presence of Methane Vents or Methane being 

lighter gas exists as a floating gas in outer 

atmosphere. 

Indian Mars Orbiter is designed in such a way to 

search for methane all over the surface of Mars.if 

it succeeds,There might be a chance of life. 

 

 

Do you agree with the view that the 
search for extraterrestrial life is a futile 
exercise when man can do so much using 
the same funds to save the Earth from 
his own actions? Substantiate your 

answer.  

 

Extra terrestrial life is a scientific intervention into 
outer space but it is more about finding alternate 
resources for man on earth due to its own 
dwindling quantities of oil, gas, coal, iron ore, etc. 
Though the problems on earth are huge on 
poverty and misery but population is also 
increasing at a faster rate. So these interventions 
to other planets is also with the view to find india 
like habitable planets in the universe. Though this 
may seem impossible but on scientific basis suns 
like ours are found in our universe milky way 
and may be there are some planets which may 
resemble earth like conditions. So in this way 
there are some interventions which have led to 
the belief that something exists outside our earth 
which can be usable to us. Many missions like 
moon mission, mars mission, solar mission, 
cassini mission, etc have proved ample evidence 
of similar material in space and other planets 
which can become source for man in future. 
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Though this can be said as an expenditure of loss 
in near term but the expedition itself should be 
seen in long term view. Also on the other hand 
earth we already have enough for human‘s need 
not for its greed. So the contention that we are 
wasting our money on non-output projects is 
weak. There are problems of housing and 
infrastructure and food but most land is slowly 
degraded in the world indicating an imminent 
food crisis in the near future but if any resource is 
found outside the planet then it can open new 
edges of development for humans. There will be 
always this conflict between reality and 
aspiration but it would be prudent not to discard 
reality to achieve the aspiration. There must be a 
balance between the two. 

The educational excursion like this is definitely 

going to add some valuable points in our 

knowledge pool. 

Today what we perceive as truth once it was 

imagination. Problems existed that time also but 

society has passed those hurdles and it will be in 

future also. The quest of life may be seems to be 

futile, but in actual it is not. The finding of 

extraterrestrial life may directly or indirectly 

provide solutions to the terrestrial problems. 

 

Farm subsidies and MSP and issues 

therein (direct and indirect) 
 

Q-The subsidy bill in India has 

increased many folds in recent years. In 

your opinion, which subsidies need to to 

be curbed and why? Comment. 

 

 

Indian Govt. has subsidized many industries and 

products from petrol to food. According to 

records, the subsidies amounted to 14% of GDP in 

India. on the other hand, India spends relatively 

little on education, health or infrastructure. World 

Bank has also been criticized the Indian subsidies 

for increasing economic inefficiency. 

 

To follow Fiscal Responsibility and Budgetary 

Management Act, new govt. should curb many 

subsidies to significant level as- 

1. Diesel- Diesel prices should be increased 
regularly to decontrol the prices because 
due to subsidies, Diesel vehicles are 
increasing in the market and many rich 
families which owned the luxurious cars, 
can afford high prices compared to petrol 
vehicle user poor families. Govt. can 
increase the rate on retail selling of diesel 
while maintaining subsidies for public 
transport system. 

2. LPG- Direct benefit transfer will help in 
reducing the arbitrage. Doing away the 
ghost beneficiaries and reducing no. of 
subsidized cylinders will control the 
commercial use and will reduce the 
subsidies burden of Govt. 

3. Fertilizers- Decontrolling Urea prices will 
help to increase land productivity and 
balance fertilizer use, encourage organic 
farming and sustainable cropping patterns. 

4. Food- Govt. has implemented National 
Food Security Act,2014 which will increase 
the burden of the Govt. but removing ghost 
beneficiaries, improving procurement 
framework for necessary procurement only 
will be wiser steps in the fiscal management 
direction. 

5. Electricity- Free electricity to farmers has 
deteriorating effects on the land in many 
areas. Due to excessive irrigation, leaching 
of salts and water-logging problems have 
been rising. Limiting the amount of free 
electricity will have manifold positive 
effects. 

6. Kerosene- removing Kerosene subsidies can 
be compensated by encouraging use of LPG 
or electricity. this will not only put down 
the subsidy bill but also help in reducing 
pollution and CO2 emission. 
There is need to make subsidies as 

transparent as possible, use subsidies for 

well defined economic objectives, periodic 

review of the subsidies and setting clear 
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limits on duration of any new subsidy 

scheme. 

Removing the subsidies has not been an 

easy solution for Govt. But for the national 

interest, and long term benefits, Govt. needs 

to take tough decision. Sudden removal of 

the subsidies may increase the inflation 

much high but decontrolling at regular 

intervals will not disturb the economy 

much. 

  

  

Subsidies in India primarily constitute of 

Food Subsidy , Petroluem Subsidy and 

Agricultural subsidy. A look at some of 

these indicate that some of these have been 

way off the mark than the intended targets 

and actually adversely affected in some 

other ways. 

Diesel subsidies are primarily meant for the 

agriculture sector. But compared to only 13 

% consumption of diesel in agriculture, 

Cars, UVs and three-wheelers consume a 

combined 28.48 per cent of subsidised diesel 

sold.(Nielsen, India) 

Subsidised Kerosene is diverted to 

adulterate more expensive transport fuels. 

In rural areas this fuel is used primarily for 

lighting purposes. causing indoor air 

pollution, the 2nd biggest killer in India 

according to WHO. 

Large scale diversion of subsidised LPG 

cylinders takes place for commercial usage 

and also as a automobile fuel. In 2007–2008 

only around 8 to 9 per cent of the rural 

population consumed lPG as a primary fuel 

for cooking, compared to 62 per cent in 

urban areas. (NSSO, 2010) 

A higher fertiliser subsidy in urea has 

skewed the N:P:K balance casuing land 

degradation and reducing its productivity. 

The provision of free electricity/flat tarrif 

has also led to wasteful consumption in the 

agriculture sector leading to excessive usage 

of irrigation pumps and depletion of the 

water table. 

High MSP in cereals especially wheat were 

the main cause of food inflation in 2013-14. 

Also susbisidies on cereal is leading to a 

unbalanced diet specially in lower sections 

leading to malnutrition in India. 

At the same time, however, subsidy reform 

has to be approached carefully. Changes in 

fuel prices affect the poorest sections of the 

population the most. Target groups which 

are to receive subsidy benefits need to be 

identified accurately, properly consulted 

with and informed and appropriate 

measures to compensate for the loss of 

welfare from rising fuel prices should be 

designed carefully. Besides reform in the 

revenue side like implementation of GST 

can hep reduce the fiscal deficit. 

  

  

Subsidy is given to increase the usage of 

certain goods or services, which are 

necessary, but costlier for targeted 

population to use. However, in India 

subsidy has become a tool to gain electoral 

support. Some of the subsidies like food 

grain supply to poorest is a necessity, but 

others just crowds out the public investment 

needed in any sector. Some of the subsidies 

which needs to be phased out are:- 

7. Fertilizers: Subsidies for certain fertilizers to 
benefit small farmers, resulted in benefitting 
big farmers and also overuse of fertilizers 
like urea disturbing the ecological balance 
in the region and also causing lose to the 
exchequer. 

8. Electricity subsidy: Punjab government 
provides free power resulting in overuse of 
tubewells. This resulted in ground water 
table and also huge subsidy bill for the 
government. 

9. Diesel: It is still being subsidised, resulting 
into more diesel based cars which is more 
harmful than petrol based cars. It is 
subsidised for benefit of transporters and 
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farmers, but majority amount is crowded 
out by car owners. 

MSP: Continues procurement of wheat and rice 

resulted into overproduction of these cereals, 

while crowding out other crops acreage. 

5 . LPG cylinders are still being subsidised 

resulting into loss to exchequer but without any 

tangible returns. 

 

Q-What is cross-subsidization? Do you 

think it is feasible in India to adopt 

cross-subsidisation and help the poor? 

Critically comment. (200 Words) 

 

Cross Subsidy is a process in which support for a 
group comes from the profits generated by 
another group . 
In India huge disparities exist between the rich 
and poor. The poor who face under employment 
and low incomes need state support to afford 
even a minimal existence Directive Principles and 
policies of the state aim at equitable distribution 
ofwealth. In this sense, cross-subsidisation of the 
poor by the well-off is a way of paying back what 
was due to the poor in terms of the basics of life. 
But this tool ofcross- subsidisation is sometimes 
used by political parties to lure voters and puts 
undue pressure on the government coffers. In an 
attempt to subsidise train travel for passengers, 
the Railways have increased freight charges. This 
cross subsidiation has lead to an increased 
burden on the roadways (due to high rail cost) , 
cost of transportion of goods, delays,deterioration 
of roads ,and most importantly inflation etc . 
Thus the whole idea of cross subsidy is a failure 
in itselfInstead cross subsidy should be targetted 
more precisely to the people who actually need it 
 

What is your opinion about debt waiver 

schemes announced by state 

governments and the union 

government? Comment. 

 

Debt waiver schemes have emerged as a new 

instrument of competetive populism in 

democratic polity. Its a twin horned measure with 

varied proportions of pros and cons. 

PROS 

(a) Provides security to the farmers beleaguered 

in abject poverty and climatic vagary. 

(b) Checks the farmer‘s suicide especially in 

Vidharbha and Telangana rain shadow regions. 

(c) Restore farmers confidence in agriculture 

which is critical to food security of nation. 

(d) Its one of the distributive justice measure that 

ensures that growth is inclusive and equity is 

achieved on greater extent. 

(e) Vital to internal security as 50% population 

which is dependent on agriculture can go berserk 

in the absence of such placations. 

CONS 

(a) Often the formula of 50% crop loss is ignored 

in competetive politics. 

(b) Deteriorates payment discipline; rewards 

unscrupulous farmers while increasing chances of 

disciplined payer going astray in future. 

(c) Raises NPA of financial intermediaries. 

(d) Its a fiscal drain as banking recapitalisation to 

adhere to Basel III norms creates more fiscal 

stress. 

(e) Diverts social sector expenditure to 

unproductive use. 

(f) Prevent development of market oriented 

agricultural sector. 

Scraping debt waiver is not desirable considering 

the vulnerability of agricultural community and 

rising suicide rates. But, there is a need of 

adherence to a formula based debt waiver. For 

this, 50% crop loss formula may be broadened by 

including more social determinants but 

competetive politics should be avoided to grant 

arbitrary debt waivers. 

 

Q-Critically comment on the need for 

subsidy reforms in India. 

 

Subsidy reform is a part of second generation 

economic reform. At present,except for 
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Diesel,kerosene,LPG,Urea and food articles 

government has done away with subsidies 

traditionally given. 

Although socialistic approach of our polity 

justifies subsidy ,in absence of proper targeting, it 

turns out to be ‗non-productive expenditure‘ 

increasing our fiscal deficit. Our adverse trade 

balance has ‗larger oil import bills‘ as major 

component. Further,the diesel subsidy rather than 

reaching the actual beneficiaries i.e. farmers and 

mobilisers of essential commodities,aiding 

indirectly mushrooming of Diesel vehicles and 

SUV‘s. 

Even in case of LPG,the commercial use of LPG 

Cylinders,black-marketing are eroding limited 

government resources. Kerosene,fuel for chulhas 

of poor household is used to mix with petrol to 

run the vehicles,defeating purpose of subsidy. It 

is adding to environment pollution as well. 

Government acting on the recommendations of 

expert group on subsidies have taken steps in the 

form of putting seal on the number of subsidized 

cylinders, deregulating petroleum 

pricing,Nutrient based subsidy, decontoll of 

sugar levy, directing FCi to procure sugar at 

market prices. Further,power sector reform 

gradually reducing government subsidy for 

electricity. 

However, what we need is gradual doing away of 

residual subsidies. Increase blending of ethanol 

with petrol, learning lessons from recently failed 

experiment of ‗Direct Subsidy Transfer‘ 

experiment for better implementation ,proper 

targeting of beneficiaries, introspecting the 

economic viability of populist scheme as ‗Right to 

food‘ to have right fiscal health etc 

 
 

Q ―Despite 4% growth in agriculture in 

last four years, there are also some other 

disquieting aspects of developments on 

the farm front that partly sully the sheen 

of these achievements. ‖ Examine. (200 

Words) 

  

Agriculture sector is back bone of Indian 

Economy,and achieving planned growth rate(4 

%) is not to complacent about as Challenges of 

agriculture sector are many and can be studies 

under institutional,financial, social,political and 

ecological 

 

Institutional :failure to implement land reform in 

few area and further fragmentation of earlier 

reformed land due to socio- cultural reason is 

biggest challenge which restricts use of modern 

technology.failure to provide irrigation in most 

part and under utilization of irrigated land is 

another area to focus on (Water shed 

development project and command area plan are 

note worthy in this direction) 

 

Financial constraints due to inherent poverty and 

poor government policies devoid farmers from 

purchasing quality seeds and fertilizers.(PSL by 

RBI/NABARD is inadequate) 

 

Disguised employment is rampant in poor states 

which causes poor productivity.Also large scale 

rural to urban migration has caused demographic 

crisis in agricultural area(punjab haryana) 

making it less remunerative for youth. 

 

flawed MSP policies driven by populist means 

have not only caused high inflation due to neglect 

of non cereal crop like pulses,vegetable millet etc 

but also promoted  
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unsustainable crops(water intensive ) like rice 

and sugarcane in semi arid north western parts of 

India causing toll on soil and water aquifers. 

 

Massive land and water source degradation from 

the use of chemical pesticide has caused 

salination, eutrophication and biomagnification 

impacting lives of million poors(Punjab issue) 

 

changing food habits need to accounted and 

diversification of crop is must especially in 

backward area (BGREI).Region specific approach 

with mix of modern and traditional  

knowledge is key to our food security. 

 
 

Q-Critically comment on the APMC Act 

and examine why its reform is necessary 

for the Indian economy. 

 

The APMC act was passed with the dual 

intention of preventing exploitation of farmers by 

traders and making sure they get the right price 

for their produce. 

The provisions and issues with the act 

1) Membership – the act provides for timely 

elections for the membership of the marketing 

committees. But, hardly any elections take place, 

thus run mostly by bureaucrats. Hence red 

tapism and nepotism prevails. 

2) license to traders – to trade in the market yards, 

traders have to acquire a license according to the 

act. But, in most states the issuing of new licenses 

has come to a halt, thereby reducing competition 

and making it easier for the established traders to 

exploit farmers. 

3) Double commission by traders – the traders 

buy from the farmers at a low price, make 

commission there. They sell to the consumers at a 

high price, earn commission there. Thus, the 

customer and farmer are both affected. 

4) auctioning- The bill makes it mandatory for 

auctioning of produce. But, the traders from a 

cartel and wantedly keep the prices low. 

These and several other procedural and structural 

loopholes have led to increased prices for 

customers. Leading to food inflation, lower 

savings and as a result adversely affecting the 

whole economy. For the farmers, the price 

received for the produce is low, reducing their 

spending power, as a result no expenditure on 

improving farm productivity or education, health 

etc. which is vital for improving their quality of 

life. 

Though the model APMC act of 2003 seeks to 

address these issues by providing for contract 

farming, expansion of licenses, provision of e-

services to make market yards more accountable 

and transparent. But, only 14 states have adopted 

the act and the traders have become a powerful 

lobby preventing any reforms. Thus, it is 

imperative that the states adopt the act and 

reform the marketing system at the earliest. 

 

Q---Write a note on WTO‘s  Agreement 

on Subsidies and Countervailing 

Measures (―SCM Agreement‖) and 

examine how much of India‘s policies 

are consistent with these measures. 

 

Agreement on Subsidies and Countervailing 

Measures (―SCM Agreement‖) addresses two 

separate but closely related topics: multilateral 

disciplines regulating the provision of subsidies, 

and the use of countervailing measures to offset 

injury caused by subsidized imports. 

   

SCM agreement categorizes subsidies into 

prohibited, Actionable and agricultural. 

‗Prohibited‘ is eponymous and ‗actionable‘ means 

multilateral dispute resolution is available against 

it. Agri subsidies fully compliant with AoA are 

excluded from the ambit. 
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Countervailing Measures can be applied only 

after complying with substantive and procedural 

rules contained there in. This means existence of 

subsidy, injury to domestic industry and causal 

relation-ship has to be established and the 

established procedure should be adhered to. 

Additional duty is commonly referred to as 

Countervailing duty or C.V.D. It is payable only if 

the imported article is such as, if produced in 

India, its process of production would amount to 

‗manufacture‘ as per the definition in Central 

Excise Act,1944. Exemption from excise duty has 

the effect of exempting additional duty of 

customs. 

Anti-dumping Duty/ Safeguard Duty :- for 

import of specified goods with a view to 

protecting domestic industry from unfair injury. 

It would not apply to goods imported by a 100% 

EOU (Export Oriented Units) and units in FTZ 

(Free Trade Zones) and SEZ (Special Economic 

Zones). On export of goods, anti-dumping duty is 

rebatable only by way of a special brand rate of 

drawback. Safeguard duties do not require the 

finding of unfair trade practice such as dumping 

or subsidy on the part of exporting countries but 

they must not discriminate between imports from 

different countries. Safeguard action is resorted to 

only if it has been established that a sudden 

increase in imports has caused or threatens to 

cause serious injury to the domestic industry. 

 

  

 

 

Q-Write a note on the model and success 

story of fertilizer cooperatives in India. 

(200 Words) 

 

 

Demand for fertilizers boosted after green 

revolution in India. However there was always 

supply-demand mismatch, over pricing and 

problem of limited access . Fertilizer cooperatives 

attend this problem efficiently. IFFCO and 

KRICHCO are two major fertilizer cooperative, 

IFFCO being largest. 

Business Model: 

IFFCO is a cooperative federation having over 

40000 member cooperatives.  

Money is pooled within cooperatives thus 

company is owned by cooperatives only. Board 

members and president/MD are elected from 

within. Fertilisers from major plants are marketed 

by cooperatives only and sold to 

members/farmers. Thus there exists complete 

vertical integration in these societies. Dividends 

are distributes among shareholders ( 

cooperative/members). IFFCO and KRIBHCO 

now have started aggressively diversifying 

product base and Joint-ventures to ensure 

sustained dividends.  

 

Benefits: 

As farmers are the consumer, marketer and 

owner of fertilizer production, various benefits 

have arrived as: 

1) Affordable and just cost. 

2) Increased access via cooperatives. Door to door 

service. 

3) Large dividend benefits( IFFCO always 

procured profits since inception). 

4) Control over market: As these are major 

stakeholders now.( IFFCO produces 35 % N and 

27% potash fertilisers nationally). 

5) CSR benefits like farm education, cooperative 

welfare fund, CORDET etc. 

Thus farm cooperatives are largely successful in 

supporting Indian Financial and Social inclusion. 

 

Q-Write a note on the need for APMC 

reforms. (200 Words) 

 

APM Committees under Agricultural Produce 

Marketing (Regulation) Act were established to 

protect farmers from vagaries of market, but its 
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purpose has been turned to enrich traders and 

harm farmers and also consumers. 

APMCs are vested with power both the creation 

of agricultural market and to regulate who can 

participate in it. But APMCs have become 

bottlenecks as they decide who the farmers sell to 

and who can participate in the market. 

Bureaucratic chairmanship of APMCs in several 

states aided with lack of transparency has led to 

red-tapism and corruption. 

 

The system is captured by middlemen who 

regulate what prices does farmers get and what 

consumers have to pay, earning double 

commission. There is clean indication of collusion 

between officials of APMc and powerful group of 

stakeholders in Auction and Distribution channel 

.The system is captured by those people whose 

duty is to regulate . 

 

The information asymmetry between farmers and 

distribution agents and also between law makers 

and officials implementing the law ,  

lack of transparency in price discovery and  

collusive behaviour among distribution agents 

are some common problems in our agriculture 

markets   which has prevented competition to 

existing licensee. 

 

Traders indulge in speculation and hoarding 

leads to inflation of food items as witnessed in 

onion crisis. The cartels of license traders and 

commission lead to impartial auctions if at all 

auctions happen. 

 

 

Due to lack of proper sale recepit mechanism in 

place there are chances of tax evasion by big 

traders. despite the fact that the taxes and cess are 

charged from the traders for infrastructural 

improvement of mandi like cold storage, food 

processing set up etc 

 

 

A direct procurement framework with real time 

market information to be made available to the 

farmers ,promotion of contract farming and 

ending the monopoly of mandis and middlemen 

by removing the license requirements could be 

the probable solutions to the current crisis. 

 

Q-―The policy of free power is a very 

bad idea and against the spirit of 

reforms.‖ Comment. (200 Words) 

 

The recent announcement of 50% reduction in 

Power tariffs by the Delhi Government is a highly 

debated issue. 

Any subsidy or cost reduction offered by state 

creates an economic burden as the extra money 

has to be paid by the state by taxing the public or 

borrowing else the fiscal deficit will increase. At 

the same time, it creates an idea of ―free‖ in the 

minds of people which might lead to its reckless 

use. Also, it would drain away the money which 

could be allocated for more crucial sectors like 

education, health, social security. 

Specifically in the power sector, this freedom 

would increase the pressure on coal reserves of 

the country or even increase in imports. This will 

also have an ecological impact. 

 

Although the above points paint a very gloomy 

picture for subsidies , still the state should ensure 

that the weak and marginalized are not left without 

any aid through careful surveys. Also, residue money 

could be used to improve on the infrastructure of 

power transmission to rural areas and in dealing with 

power thefts. 
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Q-Discuss the nature and trend 

of mechanization of farm operations in 

India and the underlying reasons behind 

this trend. 

 

Agricultural productivity is directly correlated 

with farm power availability.  

The energy input in Indian agriculture is still 

meager compared to developed countries. Over 

half of the power is utilised mainly for stationary 

operations, notably water-lifting.  

Only is used for draught or traction in farm 

operations. This content needs to be stepped up 

to raise crop output. This is the nature of farm-

mechanization in India. 

Large and medium farmers‘ fondness for tractors 

bigger than their requirement is a peculiar trend.  

The low demand for power tillers which are ideal 

for small and marginal farmers, who account for 

nearly 85 per cent of total landholdings, is 

another such peculiar trend.  

Giant high work-output machines such as 

harvester-combines have a unique place in 

modern agriculture. But this is only if they are 

used for custom-hiring.  

This trend has already started in India, ands 

needs encouragement. Age-old ―desi-hal‖ 

(animal-drawn wedge plough), too, has not gone 

out of use. This is the trend of farm-

mechanization in India. 

The causes of such a trend are the following. 

Large tractors are now a status symbol. Power 

tillers‘ limitations in on-road use and their 

ergonomic constraints explain their poor 

popularity. Custom-hiring model, is gainful for 

farmers and employs educated rural youth who 

don‘t want to do manual labour. Poverty, lack of 

access, ignorance and low-cost, account for the 

use of ‗desi-hal‘ in many areas. 

 

 

While comparing level of machination with 

various countries one must to keep in mind 

climatic conditions For e.g. USA has largely 

temperate climate which is suitable for wheat 

which is not labor intensive 

In India if go towards east (middle and lower 

gangetic  plains ) heavy rains and suitable soil are 

perfect conditions for rice WHICH IS LABOUR 

INTENSIVE AND MACHINIZATION IS NOT 

ENTIRELY POSSSIBLE AS IT REQUIRES 

MINIMUM 12CM STANDING WATER. Flood is 

also important factor. 

2.Second Farm size holding in India is too small 

as compared to other countries which is not 

economical viable for mechanization 

AS regard to trend following points can be can be 

noted 

.Level of mechanization is more in Northern 

states due to level plains and they lies upstream 

While topography of east prevents this 

2.Post harvest mechanization is more common 

than preharvest or at sowing stage. 

 

------ 

 

Why farm mechanisation increasing ? 

1. accelerated mechanisation of farm operations. 

2. shortage of agricultural labour. 

3. rising wage rates. 

4. time-saving. 

5. efficient input application. 

6. transportation of farm inputs and produce. 

7. reducing drudgery. 

TRENDS: 

1.status symbols ::Large and medium farmers‘ 

fondness for bigger tractors is one of them. 

This has led to over-mechanization and loss of 

resources 

2.low demand for power tillers – virtual mini-

tractors: Although they are more useful to small 

holding farmers this sector has not taken off. 

3. GOI,STATES :cheaper finance ,subsidies are 

offered for the purchase of agricultural 

equipment. in excess govt gives subsidies for 

irrigation techniques like sprinkler, drip etc. 

4.Innovative entrepreneurs are coming forward 

but the problem is that the standards of safety are 
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not followed proving a deterrant for the new 

entrepreneurial class 

5. productivity is directly correlated with farm 

power availability and successive govts trying for 

increased power availability 

 

Q-Critically comment on the situation of 

food production and hunger across the 

world with special reference to India‘s 

contribution. 

 

 

It has been widely believed that the reason 

behind hunger is scarcity of food production but 

that‘s not true. The world is producing enough 

food even today to feed the 1.5 times the current 

population. In fact, over the last two decades the 

rate of food production has increased faster than 

population growth rate. 

The real problem lies in Poverty and Inequality. 

Poverty leads to low access to food resources in 

spite of having surplus lying in Godowns , 

inequality leads to bad resource allocation and 

hence misuse. 

Large scale farming, free trade and lifting tariff on 

trade will not solve this problem. It needs multi  

pronged approach like Organic Farming (does 

well in drought years), shift from biofuel and 

fodders to food crops, local farming according to 

local needs. 

India has taken significant steps in this direction 

not only it has recorded year on year record food 

grain production but also programs like Food 

Security and its effective implementation will 

help people coming out of hunger. India has also 

focused on local level, cooperative and family 

based farming, it helps the small farmers to meet 

their nutritional demands. Another focus area is 

junk food and malnutrition, government has not 

only increased tax on beverages but also focusing 

on massive campaign and ground level 

implementation to move people towards 

nutrition based food intake. 

 

 

Q-What is MSP? Explain its importance 

to Indian agriculture and to 

consumers. (250 Words) 

Answer) 

Minimum supporting price (MSP) is a price at 
which the government ready to purchase crops 
directly from farmers if crop price is lower than 
MSP. 

 
Importance: 
1. to give support price to farmers when 
overproduction time .It reduces the suicides in 
agriculture sectors 
2. to protect interests of farmers 
3.Using this tool government indirectly 
encourage the farmers choose the crops like 
required less water. 
4. the farmer decided based on rates of MSP 
prices choose crops. Recently gov. gave less MSP 
for wheat ( main winter crop) so, farmer think 
about other winter crops like barley 
5. it stabilizing the price line and consumer 
welfare. 
6. increases the fair price shops network. 

 

Q-Green Box subsidies (100 Words) 

Answer) 

 
In WTO terminology subsidies generally 
identified by boxes,they have colors of traffic 
signal : green (permitted ) , amber (slow down or 
reduced) and red (forbidden). 

 
Green box subsidies are not distort trade or 
minimal distortion. They have to be government 
funded (not collect from consumer prices) and 
must not involve price support.They also include 
environmental protection and regional 
development programmes, therefore world trade 
organisation not allowed limits. 

The most of developed countries to reduce 
restrictions on support price for 
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agriculture,shifting most of subsidies to green box 
forms of support. In developed countries green 
box subsidies are not linked with levels of 
production, helped their farmers to innovate, 
invest and increase production by providing 
additional resources.  

The WTO does not restrict Green Box types of 
support to agriculture. However, administrative 
and other constraints limit the possibility and 
feasibility of developing countries using Green 
Box subsidies.Green box measures such as fund 
transfer to farmers, not feasible to developing 
countries. Because proper data not available in 
this regard.Therefore to achieve hunger free 
world, WTO should restrict the developed 
countries misuse of green box and also provide 
some extra support to the developing countries. 

 

Q-How does various WTO rules affect 

Indian agriculture? Explain. (200 Words) 

 
The WTO Agreement on Agriculture (AoA) 
stands on three pillars: Domestic Support, Market 
Access and Export Subsidies. 
 
Domestic support Subsidies are categorised in 
three boxes Amber , blue and Green. Green box 
signifies there are no problems with current levels 
of subsidies . Amber box classifies subsidies to be 
‗market distorting‘ and needs to be curbed. 
 
Limit to domestic support subsidies is fixed at 10 
% of agriculture output fixed at 1987-89 prices 
 
India‘s agriculutre is substantially dependent 
upon govt. support via MSP,subsidized agro-
chemicals etc. And is expected to breach this limit 
sooner. 
 
Hence India negotiated At the bali meet to make 
the 10 % limit more realistic by factoring in 
inflation of this long time. 
 
However peace clause was agreed at which India 
got 4 more years to carry on with current 
programmes.In retun India had to sign Trade 
facilitation clause. This whole agrrement was not 
Ratified by India latter  

  
 

Q- Examine the components and 

evaluate the performance of the Bringing 

Green Revolution to Eastern India 

(BGREI) scheme that was launched in 

2010-11 in Eastern part of India. (200 

Words) 

 
(since green revolution is quite related to moder 
subsidies in fertilizers, electricity, and also 
modern seeds, irrigation, MSP for cash crops etc. 
so have put it under this heading)  
 
The BGREI scheme was launched in 2010-11 
focusing exlusively in the eastern region of India 
which failed to get the benefits of the Green 
Revolution of the 60s, 70,s and 80s. the region 
which was till recently lagging behind in food 
production has seen a impressive increase in the 
production of food grains. 
 
The BGREI is a subscheme of Rashtriya Krishi 
Vikas Yojana (RKVY) and focuses on the states of 
Assam, Bihar, Chhattisgarh, Jharkhand, Odisha 
and Eastern UP and WB. 
 
The objectives of the program are 
1. Yield maximization of rice and wheat per unit 
area by improving agronomy 
2. Water harvesting and conservation; and 
3. Water utilization (recycling of conserved water-
surface water as well as groundwater. 
 
Government made an additional provision of Rs. 
1000 crores in the Union Budget 2012-13 for 
continuation of BGREI in the 7 states. 
 
Under the scheme in various states assets like 
pumpsets, tube wells, check dams, dug  
wells etc have been built in different 
village/block levels. Different varieties of rice 
such as upland rice, shallow water rice, medium 
water rice, deep water rice, HYV and hybrid rice 
have been developed in different states. 
Agricultural equipments such as power threshers, 
rotavators, paddy reaper, paddy reaper etc have 
been provided to farmers. Demonstrations for 
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farmers related to direct seeding, line sowing etc 
are held regularly. As a result of all these 
initiatives the region has turned into a food 
surplus region. 
 
 

Q- ―Minimum support prices have in 

practice become procurement prices, and 

with State governments adding to it a 

bonus, the cost of procurement has 

become high.‖ Why is this an issue of 

concern? Examine. (200 Words) 

 
While MSP mechanism is much required to 
ensure greater production, staable prices; it is 
fraught with some inherent deficiencies , which 
produces distortion and ill effects on economy, 
ecology, social, international spheres. 

Even through MSP is announced for 2 dozen 

crops, in reality large procurement is carried out 

only for rice , wheat by FCI. This implementation 

differnece leads to two distortions namely High 

procurement price for FCI, distortion in cropping 

pattern. 

The high procurement price of FCI translates into 

high subsidy for Union resultign in Fiscal deficit, 

high issue price and market price leads ot high 

inflation. The distoriton in cropping pattern 

results in high production of cerreals and low 

production of pulses. Cereals requries high 

irragation, fertilizer component resulting in high 

electricity susbsidy, high imports of fertilisers and 

pulses. This increases CAD, FD, Inflation. 

The distorition also endangers nutritional 

security, resulting in high prices of protein food. 

It also produces socio economic inequalities 

among differnet agro-economic regions. 

The high exploitation of ground water, usage of 

fertilisers leads to loss of soil fertility for high 

production, which we are exporting and not 

required. 

Further, high Subsidy prices also results in 

breaching of WTO commitments under 

Agreemetn on Agricutlure, Amber box subsidies. 

To get exemptions for this, India compromised on 

trade facilitation issue in Bali meeting in 

December 2013. Consequently, the position of 

developed worls and China stregthened; India‘s 

leadership among the LDC‘s diluted. 

In view of above ill effects, there is an urgent 

need to fix the lacuane in MSP mechanism. 

 
 

Q-What is minimum support price? How 

is it determined? Examine the problems 

associated with food grains procurement 

and their storage by the government in 

India. 

 
Minimum Support Price (MSP) refers to the price 

offered by the government on selected crops 

=25(such as wheat, rice etc.) to the farmers. The 

intention behind this is to guarantee the farmer 

that his produce will fetch some minimum return. 

N avoid distress sale in case of overproduction. 

The central government declares the MSP every 

year. The Commission for Agriculture Costs and 

Prices (CACP) advises the government on MSP. 

However the recommendations are not binding 

on the government. 

Following are the problems associated with food 

grain procurement and storage: 

Problems faced by food grain procurement & 

storage can be structural and functional.  

 Structural problems include outdated APMCs 

which promotes corruption, near absence of 

technology to reflect realtime prices, inadequate 

storage facilities and transportation 

infrastructure.  
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Functional problems include inordinate delays in 

procurement resulting in losses to farmers, slow 

decision making at HQ levels resulting in 

inordinate delays in case of bumper crop, 

corruption by traders and agents and general 

apathy towards the problems of farmers as well 

as handling of foodgrains. 

These problems could be overcome by properly 

amending the APMC Act, bringing in technology 

to improve efficiency in process and sensitizing 

the farmers about their rights and officers 

towards their duties. Food Security is a must for a 

rapidly developing India, and steps must be 

taken to ensure efficiency and productivity at 

every step in the value chain.  

2. Corruption: The middlemen do not provide the 

farmer the MSP and sometimes resorts to coersive 

measures to procure foodgrains. 

3. Transportation: The farmers are mostly poor 

and hence not able to transport their produce to 

the markets. 

4. Warehouses: The government does not have 

adequate storehouses for the grain as a result the 

grains rot outside in the open. 

Total charges: weighing charges+new BAGs 

purchase costs+Transport charges+ stay costs 

The procurement centres offering MSP are nearly 

15 km away from rural villages  

5. Rodents: The warehouses have pests such as 

rats which damage the grains. 

6. Timing of procurement: The government 

sometimes declare the MSP very late when the 

farmers had already made choice of their crop 

that year, which later led to distress sales. 

The government procurement is a measure source 

to run the PDS however the leakages,diversions 

and corruption does not allow the benefits to 

reach the intended beneficiaries. The government 

had come up with decentralized procurement 

which is a step in the right direction and will help 

both the farmers and the consumers. 

 

but y there is a raise in MSP??? 

Fact is from past few years input costs for farmers 

have Sky rocketed mainly due to cuts in fertilizer 

subsidies –>urea, potash 

Thanks to the gr8 economic policies framed by 

the govt of the day. Reason mentioned is the 

reduce the deficits..k..gud (for people who think 

only growth in numbers is more imp..ignoring 

welfare of 70% people of India) 

2) The labour costs have gone up..one reason is 

MNREGA (again gud as govt reports say due 2 

MNREGA has actually risen the economic 

standards of people in rural areas …. mostly 

based on distorted facts and figures) 

3) What shuld a farmer do ????? the fact is what a 

marginal farmer getting through MSP is not even 

helping the farming to make it a viable practice 

…forget about profitability) 

4) No quality standards maintained in pesticides 

(most corrupted department) 

 
 

Q--Critically comment on India‘s policy 

on agricultural subsidies. Examine why 

is this an issue with some of WTO 

members. 

Business Standard 

The world development report clearly revealed 

that GDP growth originating from the agriculture 

is atleast twice effective in reducing poverty as 

GDP growth originating outside agriculture. This 

phenomena become more important for a 

developing country like India where 60% of the 

http://www.business-standard.com/article/opinion/india-plays-spoiler-114071501353_1.html
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available work force engage in agriculture which 

contribute 15% to the national income. 

In order to re-vitalize agriculture sector and 

admire the goal of inclusive growth Government 

Of India injecting huge subsidy in this sector . But 

here it should to be noted that the subsidy policy 

adopted by government is peculiar in nature . The 

subsidies are generally in the form of rebate in 

electricity, fertilizers and other farm 

products,which have short term benefits. 

similarly the subsidies are mainly triggered down 

to keep the food prices high for producers in 

general farmers , rather than to make available 

food grains at lower price because of that the 

country was still stagnating to curtail it‘s food 

inflation even such huge subsidy is assigned to 

the agriculture sector. 

Furthermore these wrongly targeted subsidies 

together food and fertilizer subsidies accounts for 

an expenditure of more than 1.5 lakh crore in the 

fiscal year 2013-14 which was four time more 

than the investment made in this sector. This is 

the main concern of WTO. According to the 

norms of WTO a nation can not give subsidy 

more than 10% of it‘s value. But India violets it in 

many cases fall of recently launched Food 

Security Bill in red box of WTO was an empirical 

example. 

Similarly many members of WTO also argued 

that since India is the eighth biggest exporter of 

agriculture products , it‘s huge subsidies can led 

to the global food crisis and instability of agro 

market. But in this arguments WTO fails to 

realize that since agriculture plays a pivotal role 

in Indian rural economy, providing subsidy is 

essential to mitigate the incidence of poverty and 

hunger. Infact India has taken stance back for it‘s 

subsidies in WTO Bali negotiation 2013 and 

received support of many coalition group like 

G33 . Although it is very true that some efforts 

are need to make subsidies more rational , so that 

they can admire the larger national interest. 

 
 

Q---Is agricultural loan waiver policy, 

announced by many states and 

sometimes by the union government to 

help farmers in distress, good for the 

economy? Comment. 

 

Loan waivers have been used to help out the 

farmers in distress, which though sometimes 

essential in cases of disasters and natural 

calamities, have been used in recent times more 

as populist measures. 

  

  

Waiving agricultural loans per se is not bad for 

the economy. A massive crop failure leaves the 

farmer genuinely incapable of repaying loans. 

Then, a lone waiver is indicated to keep the 

farmer in the business, which protects him 

against land-grabbing and protects the public 

against food shortage in the years to come. 

But in India, where 60% depend on farming, and 

majority farm-lands are owned by the ―dominant 

castes‖, lone waiver is a tool of vote-bank politics. 

Too frequent waivers, which are not fiscally 

indicated, lead to: 

-Financial burden for the banks, in turn the govt 

itself, because PSBs are the majority agri creditors 

-Encourage defaulters by distorting incentives 

-Irresponsible farming practices 

-Disincentivize ―animal spirits‖ in agri sector. 

  

  

In a nutshell, judicious lone waivers with an 

economic rationale are healthy, politically 

motivated ones bode ill. In India, the former is 

built-into the system. So any waiver announced 

unless in exceptional situations, is bad for 

economy.  

 
 

Economics of animal-rearing 
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Banda Vasudev Rao (50 Words) 

 

Dr. Banda Vasudev Rao a Padma Shree awardee 
for his immense contribution to the growth of 
poultry industry in India. He was the founder 
chairman of National Egg Coordination 
Committee (NECC) in 1960. 

He is known as the father of Indian poultry 
industry. He is credited in starting India‘s first 
poultry vaccination producing industry under the 
name of Sirni and Vantris biological and large 
scale layer farms. 

Recently, in the memory of his birth anniversary, 

NECC organized a programme in his honour and 

workers pledged to follow his footsteps. 

 

Food processing and related 

industries in India (scope & 

significance, location, upstream-

downstream requirements, supply 

chain management) 

 
 

Q--Explain the significance of food 

processing industries to India. Examine 

the bottlenecks faced by the industry 

and measures taken by the government 

to address them. 

 

India being one of the major producers of the 

food crops and having a large employable 

population becomes a natural choice for 

flourishing food processing industry . But a mere 

6% of being processed in India as contrast to 20% 

in China and 60% in the USA does not support 

this hypothesis . Though the potential of the 

growth of the industry is substantial .The reasons 

for above assertion are : 

1. Higher disposable income and nearly 65% of 

the population below 35. 

2. Increase in no. of working women. 

3. The industry has a multiplier factor of 2.5 , thus 

would provide job opportunities. 

But there are some inherent shortcomings in the 

system which hinders the steady progress of the 

industry . 

1. Absence of infrastructure like roads , dedicated 

freight corridors , coal chains and warehousing. 

2. There is no standardization process to mark the 

safety of the food product , thus making it 

nonviable for the European markets. 

3.Obsolete and monopolistic acts like APMC 

which do not allow direct trading with the 

farmers. 

4. Existing system of land use pattern and laws 

which do not allow corporate farming. 

Though the government has lately taken some 

steps to improve the situation . 

1. Amending APMC to allow for direct trading 

(though only 17 states have implemented the 

change) 

2.Allowing 100% FDI in the industry . 

3.In XI plan , three schemes i.e megafood parks , 

development of cold chains and modernization of 

abattoirs were introduced. 

4 12th plan has introduced national mission on 

food processing with the aim to increase India‘s 

share in the food processing industry from 1.6% 

to 3%. 

The above schemes , if implemented successfully 

can revolutionize the agriculture sector and can 

act as best poverty elimination program(as India‘s 

poverty is mainly agrarian) 
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Q.What is shrimp farming? Critically 

examine its impact on ecology and 

livelihood of coastal people especially in 

the context of India. 

 

Shrimp farming is an aquaculture business of 

producing shrimps/prawns for human 

consumption in marine and freshwater 

environment. It is usually carried out in 

artificially created pond maintained with huge 

inputs and high quality breed stock.  

 

Though not traditional industry of India, it was to 

an extent encouraged during Blue Revolution and 

has largely developed along coastal regions of TN 

and AP. The practice although accruing few 

benefits like increased export incomes etc. is also 

responsible for large scale ecological and social 

disruptions. 

 

It has created environmental problems like 

groundwater salination and depletion, 

contamination of community commons(as waste 

chemical water is directly discarded in adjacent 

fields), depletion of grazing grounds, 

displacement of breeding ground for aquatic 

species. It also led to clearing of mangrove forests 

which are not only vital for coastal ecology but 

also support coastal communities. 

 

On livelihood front, as the practice is cost 

intensive, it has benefitted only few big 

businessmen and large population has been 

devoid of any major benefits. Marginal wage 

increases in the areas has been largely offset by 

entailing huge environment costs such as scarcity 

of drinking water, disruption of traditional 

livelihood of farmers and fishermen. 

 

In view of its unsustainability , the practice 

should be strictly regulated to make it more 

environment friendly and beneficial to local 

population. 

Q-Explain the salient features of  Food 

Safety and Standards Act, 2006 and 

highlight the need for ensuring food 

safety in India. (200 Words) 

 

Food Safety is a major issue that directly affects 

the health of people. With ever growing 

populations and subsequent rise in food 

production, the use of pesticides, chemical and 

fertilizers has gone up.   

 

FSS Act aims to establish a single reference point 

for all matters related to food safety and 

standards by moving from multi-point multi-

departmental control to a single line of command. 

As a process of consolidation, eight contradicting 

and overlapping laws were repealed. This unified 

law enabled unidirectional compliance and 

established a single regulatory body FSSAI. 

Salient features of act- 

1. Stakeholder‘s involvement in decision making: 

Apex body-FSSAI- has wider representation of 

eminent food technologists/scientist, State Govt, 

consumer organisations, food industries and 

ministries. 

2. Science based standards for articles of food and 

to regulate their production, storage, distribution, 

sale and import. 

3. Gradual shift from regulatory regime to self 

compliance through food safety management 

system. 

4. Only registration (by local authorities) for 

petty/small food business operators and 

licensing (by central/state licensing authority) for 

others. 

5. Consumer empowerment: Empowering 

consumers to take sample and get it analysed. 

6. Provision of penalty against food safety officer 

to ensure accountability. 
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Food safety and standard helps in improving 

consumer confidence and awareness regarding 

the food products. 

 

 

SALIENT FEATURES OF FSS ACT, 2006  

    

  

The  Act  provides  for  consolidation  of  laws  

relating  to  food  and  to  establish  the  Food  

Safety  and  Standards  Authority  of  India  for  

laying  down  science  based  standards  for  

articles of food and to regulate their manufacture, 

storage, distribution, sale and import, to ensure 

availability of safe and wholesome food for 

human consumption. Some of the salient features 

of the Act are:  

 Movement  from  multi-level  and  multi-

department  control  to  a  single  line  of  

command  

 FSSAI  as  a  single  reference  point  for  

all  matters  relating  to  Food  Safety  and 

Standards, Regulations and Enforcement  

 Integrated   response   to   strategic   issues   

like   Novel   foods,   Health   Foods, 

Nutraceuticals, GM foods, international 

trade etc.  

 Decentralization of licensing for 

manufacture of food products   

 Achieve high degree of consumer 

confidence in quality & safety of food  

 Effective,  transparent  and  accountable  

regulatory  framework  within  which  the 

industry can work efficiently  

 Investors friendly regulatory mechanism 

with emphasis on  self regulations and 

capacity building   

 Emphasis on gradual shift from 

regulatory regime to self compliance  

 Consistency  between  domestic  and  

international  food  policy  measures  

without  reducing safeguards to public 

health and consumer protection  

 Adequate  information  dissemination  on  

food  to  enable  consumer  to  make 

informed choices.   

 Compounding  and  Adjudication  of  

cases  –  to  reduce  Court‟s  workload  

and  expedite the disposal of cases  

 Graded penalty depending upon the 

gravity of offences  

 Adequate  representation  of  government,  

industry  organizations,  consumers, 

farmers, technical experts, retailers etc.  

 enforcement of the legislation by the State 

Governments/ UTs through the state 

Commissioner for Food Safety, his officers 

and Panchayati Raj/Municipal bodies    

  

The  Act,  inter  alia,  incorporates  the  salient  

provisions  of  the  Prevention  of  Food 

Adulteration Act, 1954 and is based on 

international legislations and instrumentalities. In 

a nutshell, the Act takes care of international 

practices and envisages a overreaching policy 

framework and provision of single window to 

guide and regulate persons engaged in  

manufacture,  marketing,  processing,  handling,  

transportation,  import  and  sale  of food.  The 

Act is contemporary, comprehensive and intends 

to ensure better consumer safety  through  Food  

Safety  Management  Systems  and  setting  

standards  based  on science  and  transparency  

as  also  to  meet  the  dynamic  requirements  of  

Indian  Food Trade and Industry and 

International trade.  

  

New Provisions in the Act  

  

•     Covering Health Foods, supplements, 

nutraceuticals  

•     Issuing Licenses within a time frame of 2 

months   

•     Provision of Improvement Notice by 

Designated Officers  

•     Prosecution, if to be launched, should be 

within 1 year time frame  
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•     Special Courts for summary trials  

•     Compensation to Victims (for any case of 

Injury/ Grievous injury/ Death)  

•     Reward to  informer  (informing  about  the  

violators  –  adulteration  etc.)  by  State Govt.   

•     One composite license for unit(s) falling 

under one area 

 

Q--. What measures need to be taken to 

make agriculture as an industry rather 

than an occupation? Discuss. 

 

Today 64 % of our population is into agriculture 

and allied activities. However it‘s share in the 

GDP is marginal. The 12th FYP targets a 4 % ( 

current 2 – 2.5 % ) growth rate in agriculture. 

There is need to commercialize agriculture on 

scientific lines and make it an industry that 

generates meaningful employment, provides food 

security and most importantly economic growth. 

 

The various issues that can be highlighted in this 

regard are : 

 

Infrastructural Issues : 

1. Investment in agro – extension services, 

river – interlinking, water – canals, drip 

irrigation 

2. Access to financial capital 

3. Revamp supply chain infrastructure – 

storage, transportation, delivery and 

marketing ( especially cold storage ) 

 

Regulatory Issues : 

1. Promote drought resistant and genetically 

modified crops 

2. Land Consolidation – provide economic 

land holding through cooperatives. 

3. Promote Contract farming to increase 

industry – farmer link. This would give a 

better price for produce to farmers and 

eliminate intermediaries 

4. Abolish the APMC Acts ; Mandis should 

be replaced with a National All India 

integrated market 

5. Make FCI more efficient and accountable 

6. Provide Insurance ( New Weather Based ) 

7. Protect farmers from WTO pressure, at 

the same time create more international 

market linkages 

 

The key idea here is to reduce input costs , 

improve productivity, increase margin to farmers 

and create a dignifies lifestyle for them, so that 

the youth can engage with increased motivation 

that results in agricultural and national growth. 

 

Agriculture as an industry 

- cooperative farming practices by 

consolidating land holdings 

- by promoting entry of private players in 

agriculture sector 

- second green revolution by increasing 

value of crop 

- subsidy to marginalised farmers 

- cold storage chain 

- food processing industry 

- interlinking of rivers assured irrigation 

- msp on demand crops rather than only on 

wheat and rice 

- promote export of agro products by 

following international norms 

- use of gm crops to increase as well as 

production 

  

Agriculture has been a mainstay occupation for 

majority of population, but in current world of 

globalization, it need to compete as industry. 

Following measures can help agriculture to grow 

as industry: 

1. Land consolidation: India has largely 

fragmented land with small landholding. 

The land needs to be consolidated to 

generate economy of scale. However, we 

cannot adopt the corporate farming method, 

because millions are dependent on 
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agriculture. Instead we should follow 

western European model of Cooperative 

farming. 

2. Public investment: Government spends 

large amount on agriculture but mostly on 

subsidies. It also needs to increase the share 

of agri-research, so that yield can be 

increased in a sustainable scientific way. 

3. Regulation: Various acts like APMC act 

are flawed and hinders trading of farm 

products. Act needs to be change so that 

farmers can sell crops in time bound 

manner. 

4. Backend support like cold storage, 

warehousing is needed so as to support 

farmers in there risk taking capacity. 

Many others reforms are also needed like 

deregulation of market so that agriculture can 

compete as an industry in globalised world. 

  

• Modernization and Technology- Focusing 

on research and development and using 

developed technology and inputs for 

increasing productivity 

• Infrastructure- improving back end 

infrastructure with proper transportation 

and storage facilities with efficient supply 

chain management 

• Floating price- Price of the produce and 

wages of farmers to be decided according to 

market and doing away with regulated 

prices without compromising on the 

interests of poor farmers. 

• Investment- Encouraging investment in 

agricultural sector through FDI, commodity 

futures, etc thus increasing capital 

generation. 

• Agro-based industries- Encouraging agro-

based industries, food processing industries, 

retail industries etc helps in streamlining the 

sector and bringing in more competition 

So, for a country like India which is in transition 

phase of development, focus on industrialization 

of agriculture sector is necessary for reviving the 

economic parameters and bringing economy back 

on growth trajectory. 

 

Q--Critically examine the multiple 

challenges that face the proper 

implementation of the Food Security Act 

in India. 

 

Challenges in food security Act 

Implementation— 

Pressure from WTO members for trade 

facilitations as discussed in Bali, to reduce MSP. 

Implementation problems – PDS has higher 

leakages; if DBT is used than there are not 

sufficient financial inclusion, and it could also 

lead to discrimination between boys and girls and 

diversion of funds for some other uses of family. 

High MSP for food prices also distorting farming 

of other crops which would lead supply side 

problems. 

Corrupt & flawed PDS. 

Identifying the eligible households: current 

method of identifying national cut-off of per 

capita consumption is not holistic. 

Financial burden on govt. already suffering from 

large fiscal deficit. 

instead this money could be used for 

development in pther ways. 

However, the challenges are slowly getting 

addressed as can be seen in various reforms in 

PDS, greater emphasis on direct transfers and 

bargaining in WTO to arrive at a long term 

solution to subsidy issue. 

 

  

Q-.In your opinion, what measures(apart 

from APMC, MSP) are required to help 

farmers get profits on their agricultural 

produce in India? Discuss. 
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Agriculture sector holds lot of untapped potential 
which can be the best mean s to tackle rural 
poverty and current problem of inflation in food 
sector.To make it remunerative two fold 
approach can be used i.e increasing 
production(reducing losses) and better marketing 
   
Production side increase : 
in order to improve productivity both 
institutional and technical methods to be 
used.like promoting use of high quality 
seeds,expanding irrigation coverage ,promoting 
crop diversification,nutrient based 
subsidy,integrated pest management creating 
decentralized storage house with state of art 
infrastructure,improving supply chain logistics 
.while implementing the measure it is very 
important that soil nutrient are retained,excess 
fertilizers used is discouraged,unsustainable 
water subsidy to be discontinued then only 
Agriculture will be profitable for long term 
  
In case of marketing of products : 
Education of farmers so that awareness about 
prevailing price in market(demand supply based) 
use of ICT ,E kisan and connecting mobile phone 
with spot exchange(future trading) so that best 
price discovery is possible. 
apart from this Promotion of post harvest 
treatment facility,food processing so that value 
and shelf life of product is improved . 
government should take steps to promote export 
food products,stream line institutional 
mechanism and take appropriate measure to 
comply with SPS (sanitary and phyto sanitary 
provisions). 
healthy mix of traditional knowledge and 
scientific tools will give help farmer to continue 
novel profession and maintain harmony in 
society. 
  
  
4) Increasing institutional credits facilities and 
training center will help producer to choose the 
crop of importance of market demand and 
commercial crops. 
5) Higher technology and high yield seeds will 
improve the per hectare production and minimize 
the cost. 
6) Encouraging to establish Food processing units 
in semi urban areas will add values to the 

product of the farm and will give more income to 
farmers. 
7) Encouraging Foreign Direct Investment (FDI)- 
contract farming and crop insurance by the 
investor will do away the risk of the farmer, will 
provide more efficient technology and will 
eliminate the middlemen. 
 

Land Reforms in India 

 

Q-What are the important provisions of 

The National Policy for Farmers, 2007? 

Does the recent decision of the 

government to relax FDI in farmland a 

good step? Comment. (200 Words)  

 

The National Policy for farmers is intended to 

help in rejuvenating the farm sector and bringing 

lasting improvement in the economic condition of 

the farmers. 

Some of the important provision of this policy are 

focusing on wellbeing of farmers rather than on 

production and productivity, providing access to 

productive asset to farmers, frame separate 

drought code, flood code and good weather code, 

use of ICT, Biotechnology, nanotechnology etc. to 

improve farm sector, establishing support 

services for women, setting up of farm school, 

strengthening the implementation of MSP, 

community food grain banks, concept of food 

security etc. 

Relaxing FDI in farmland is a short-sighted 

measure. It facilitates the speedy completion of 

stalled commercial projects; giving a big boost to 

real estate sector raising more funds and revenue. 

However in the long run it depletes the available 

fertile land for agriculture and thus creates 

serious food security issues. 

National Land Utilisation Policy convincingly 

argues that the shrinkage of per capita ownership 

of agricultural land and the demand to produce 
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more food — 245 million tonnes in 2013 to 307 

million tonnes in 2020 — necessitates the 

protection of fertile land. 

In the view of increasing population and 
decreasing agricultural land, the government 
should either ban or tweak FDI in farmland to 
avoid future complications 
 

Q-Do you support FDI in farm land? 

Substantiate. (200 Words) 

 

Farm land contains both Multi crop cultivated 

land and infertile fallow land. So both nee dto be 

look differently for different purpose…. 

 

India has a growing population but the growths 

of urban areas are faster, there is a prominent 

increase in urbanization of India going on. The 

extension of urban area needs land and this land 

must be developed for efficient non agricultural 

use. To buy lands land developer needs lots of 

capital which it cannot obtain through bank loans 

or FDI as both are banned in India. So mostly 

black money goes in to finance the land buy. 

 

Recently a land developer was arrested for using 

FDI in buying agricultural loans by the 

enforcement directorate. This brings into question 

of liberalizing the FDI investment in agricultural 

land. Further FDI is allowed in integrated 

townships and housing development projects 

were the land is ultimately used. 

 

So FDI must be liberalized in buying farm lands 

provided following safeguards are infused in the 

policy : —– 

1. No forceful acquisition. Acquisition according 

the Land Acquisition act without using the 

―public‖ clause. 

2. Development must take place within short 

period of time. 

3 identification of land for construction purpose 

before land acquisition so that later usage of land 

cant be changed and owners also can get 

appropriate money….. 

4. Preference must be given to fallow and infertile 

lands. 

5. Strong punishment for land accumulation 
without development. 
 

Q-Comment on the provisions of the 

Right to Fair Compensation and 

Transparency in Land Acquisition, 

Rehabilitation and Resettlement Act, 

2013. Do you think this act needs 

amendments? Explain why. 

 

The land acquisition bill 2013 provides for land 
acquisition, compensation as well as 
rehabilitation and resettlement. It replaces the 
land acquisition act 1894. However, critics point 
out that the bill makes land acquisition process 
even more cumbersome. On the other hand, it 
also leaves too much loopholes open to 
exploitation. 
–  Though the legislation is progressive,there are 
certain flaws which restrict its utility. It requires 
the social impact assessment survey of the land 
acquisition. This may lead to delaying the 
government projects. The delay in the land 
acquisition may also result into the decreasing the 
industrial activity and foreign investment. 
  
–Compensation for owners of acquired land shall 
be provided 4 times the market value in rural 
areas and twice in case of urban area. However, 
market value can be under-reported than the 
actual one. 
– in case of acquisition of land by private 
companies or PPPs, consent of 80% of displaced 
people will be required. However no such 
consent is required in case of PSUs. 
–Also if government is acquiring land 
temporarily for 3 years, there is no provision for 
rehabilitation and resettlement in such cases. 
Thus, There are many areas where clarification 
and correction is needed. Land being a fixed 
natural resource needs to be judiciously utilised 
for our economy growth. However, such growth 
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should not be at the cost of people residing or 
depending on it. Thus, more transparent, efficient 
and clear provisions are required to fulfill both 
objectives. 
  
  
It defines public purpose to include infrastructure 
projects related to agriculture, agro-processing 
and cold storage; industrial corridors, mining 
activities, national investment and manufacturing 
zones; government administered or aided 
educational and research institutions; sports, 
healthcare, transport and space programs. A land 
cannot be acquired for use by companies unless 
they satisfy any of the above end-uses. 
 
 The acquisition process will take several steps as 
review by expert committee and state govt., 
updating of land records, grievances Redressal by 
hearing, rehabilitation etc. The total time for this 
process can last up to 50 months. This time frame 
would hinder economic development and the 
viability of projects. 
  

 

Q-Critically analyse the important 

provisions of the Right to Fair 

Compensation and Transparency in 

Land Acquisition, Rehabilitation and 

Resettlement Act, 2013. 

 

It seeks to replace age old land acquisition act 

1864 and provide for resettlement and 

rehabilitation of displaced and offer fast disposal 

of projects clearance with regard to land. 

The new act provides for consent of 80% of the 

owners for any private project. That will help 

avoid any confrontation between the government 

and people. It provides that project will start after 

due compensation paid. Further, it also provides 

for SIA to gauge the impact of project on the 

overall social environment. 

In addition, new law seeks to bring down the 

exemption on multi-crop agricultural land. 

Though this will help in the availability of more 

land for industrial purposes, this will lead to 

overall decrease in the agricultural sown area in a 

longer run. 

However the act does not provides better 

resettlement option like providing unskilled jobs 

in the project to displaced people. Further, no 

alternate land is provided to people which may 

have adverse effect on household pattern. 

Therefore, government must come out with a 

solution taking on board the people, industrial 

houses so that better resettlement and living 

condition with jobs are provided to people 

 

 
Right to Fair Compensation and Transparency in 
Land Acquisition, Rehabilitation and 
Resettlement Act 2013 replaces the Land 
Acquisition Act, 1894. This process for involves a 
Social Impact Assessment survey, preliminary 
notification stating the intent for acquisition, a 
declaration of acquisition, and compensation to 
be given by a certain time. All acquisitions 
require rehabilitation and resettlement to be 
provided to the people affected by the 
acquisition. Compensation for the owners of the 
acquired land shall be four times the market 
value in case of rural areas and twice in case of 
urban areas. In case of acquisition of land for use 
by private companies or public private 
partnerships, consent of 80 per cent of the 
displaced people will be required. Purchase of 
large pieces of land by private companies will 
require provision of rehabilitation and 
resettlement. The provisions of this Bill shall not 
apply to acquisitions under 16 existing 
legislations including the Special Economic Zones 
Act, 2005, the Atomic Energy Act, 1962, the 
Railways Act, 1989, etc. The scope of the act 
includes all land acquisition whether it is done by 
the Central Government of India, or any State 
Government of India, except the state of Jammu 
& Kashmir. This establishes regulations for land 
acquisition as a part of India‘s massive 
industrialization drive driven by public-private 
partnership. It shall be notified in the year 2014. It 
has provisions to provide fair compensation to 
those whose land is taken away, brings 
transparency to the process of acquisition of land 
to set up factories or buildings, infrastructural 
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projects and assures rehabilitation of those 
affected. Hence this act is a step in right direction 
for ensuring fair acquisition of land 
 

 

Effects of Liberalisation on the 

economy 
 
 

Q-Examine how India‘s fiscal policy has 

evolved post 1991-92 liberalization of 

Indian economy. (200 Words) 

Answer)  

Following the crisis of 1991, the government 
charted out a path of economic liberalization and 
removed LQP Raj. Fiscal policies since then 
focussed on following areas :- 

--Promotion of private sector 

-- Public sector reforms = disinvestment, 
efficiency, etc. 

--External Sector reforms = FEMA replaced 
FERA, floating currency regime of exchange rate, 
full current account convertibility, permission to 
Foreign investments 

--Financial Sector Reforms = Reform initiatives in 
banking sector, capital market, establishment of 
SEBI, insurance sector reforms, etc. (Recent 
FSLRC recommendation to simplify rules and for 
united regulator)  

--Tax reforms = simplifying, introduction of VAT 
,checking evasion, focused on lowering of rates 
and broadening of the tax base, (recent proposal 
for DTC, GST, GAAR) 

--Government and Public institution= changing 
role from controller to facilitator, Administrative 
reforms (ARC). 

--Legal sector reforms= review of archaic rules to 
simplify governance, CrPc laws, Companies laws, 
labour reforms , new set of rules for cybercrime 
and internet governance. 

--E-governance= providing public services with 
the help of IT 

--Factor market reforms = Cut in subsidies, 
deregulation of Petrol and diesel prices. 

--Reform in Critical areas= infrastructure (PPP 
mode, environmental clearances, etc ), 
Agriculture extension(technological updation, 
Forward Market commissions ), education and 
Skill development (Recent new Skill development 
Ministry), better targeting of social expenditures. 

--Fiscal policies and plans focussing on = 
sustainable development, inclusive growth and 
timely harvest of demographic dividend.  

--To maintain Fiscal consolidation and to 
maintain accountability = Passage of FRBM Act, 
2003 (to check Fiscal deficit and Revenue deficit), 
also proposal of Public debt management office 
for fiscal consolidation. 

Recent policy documents like the 12th Plan 
Approach Paper and the government‘s Fiscal 
Policy Strategy Statement of 2011-12 appear to 
indicate that the fiscal consolidation mind-set is 
fairly well institutionalized in the country‘s policy 
establishment.  

--Fiscal federalism = This is partly reinforced by 
institutional structures like fiscal responsibility 
legislation and the regular Finance Commissions 
that mandate the federal fiscal transfer regime. 

 

Q-Critically comment on the nature of 

relationship between the public and 

private sectors post- liberalization 

period in India. (200 Words) 

Public and Private sector shares an elaborate and 

special relationship since Independence as they 

both partnered in initiating the growth story of 

the country which was shattered after years of 

colonial rule. The relationship acquired a critical 

status after the policy of liberalization when most 

of the restrictions (popularly known as licence 

Raj) were lifted from private Industries. 
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There are several areas when this partnership has 

bore substantial amount of profit and public 

welfare. For instance the public-private 

partnership in areas such as Infrastructure 

development including Roads, Railways, 

education etc has positive implications. The 

disinvestment policy of the government is 

another proof that public organizations want the 

expertise and skills of private sector to make it 

more efficient, accountable and transparent. 

However, the partnership has also raised many 

eyebrows considering the inherent problems 

associated with private sector. The motive of 

profit without accountability or environment 

concern is an area where private sectors have not 

fared well. The demand of private sector of no 

public auditing even when public money is 

involved, does not get well with many activists, 

and even economists. 

The Public sector has its own problem due to 
which private sector got encouragement. They 
both if functioned together can change the growth 
story of the country. However, it also demands 
more accountability towards the people 

 

―Neoliberalism has failed the vast 

majority of India‘s people. But the spirit 

that gave the nation independence is 

stirring.‖ Comment. (200 Words) 

 

With LPG a new era dawned on the Indian 

society. The rise of the middle class in a service 

sector led economy led to the formation of a 

society which was dispassionately competitive at 

one hand and incredibly sensitive at the other. 

The liberalization movement opened the natural 

resources for exploitation in a country where 

might was still the right. New ideas, new laws 

roost the day. The country was trying to find its 

place in the world with novel challenges like 

changing consumption pattern, mass 

urbanization and handicapped human capital 

management etc. Thus apparently a society which 

was uncompromising for garnering wealth, 

violated human rights at will and deeply divided 

over, religion, region, caste, class and gender lines 

was created. The rich became richer and the poor 

were exploited inhumanely. 

However, post 2008 crisis the credentials of 

‗market solution‘ were questioned, the rich were 

asked to pay for the environmental damage they 

did and there was a strong demand for good 

governance riding on newer breakthrough in 

technology. Indians gave up their shame to try 

newer avenues, newer food and newer customs, 

rituals and ideas. 

Thus neoliberalism failed to eradicate poverty, or 

establish human rights but it did infuse the desire 

to innovate, question and achieve. It did gave the 

nation a purpose 

 

Another Answer 

 

 Neo-liberalism can be defined as a philosophy 

which promotes liberal political thoughts along 

with free trade, open market and privatization. 

After the BoP crisis in 1991, India embraced the 

path of neoliberalism through liberalization, 

privatization and globalization. 

Though adopting this path helped India to 

strengthen its economy and create a strong 

middle class, it failed to address the problems of a 

vast majority of the nation. The poor continued to 

remain poor with their problems enhanced by the 

diminishing role of the government. 

Even after 24 year of reforms, around 27 crore 

people live below poverty line in India. We have 

some of the highest IMR and MMR in the world 

and more than 50% of the people still defecates in 

the open. This suggests that there are still areas 

that have been untouched by the reforms. It is 

also alleged that these reforms have increased the 

instances of corruption where profit motives have 

encouraged private businesses to engage in unfair 

practices. 
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Despite all these challenges, the reforms have 
increased the awareness of the people, made 
them more conscious about their rights and 
fuelled their imagination which is a good sign for 
democracy and will help in overcoming the 
challenges that we are facing 

 

Critically comment on the influence of economic 

liberalization on the nature of social movements 

in India in the last two decades. (200 words) 

Ans – Economic liberalization introduced in 1991 
led to development of infrastructure, increased 
tele-density and web connectivity, enhanced 
reach of media and spread of education. 
These developments helped people gather in 
huge numbers without support of political 
organisations, generated awareness among them 
about their rights, thus making the movements 
sort of intellectual in nature, justice demanding in 
attitude and huge in size. For exa – Huge candle 
light visit was organized in Jessica lal case only 
by circulating SMSs. Anti corruption movement 
of Anna Hazare drew attention of the world and 
demanded not only punishment for corrupt but 
presented a well-defined framework of an 
institution like Lokpal. Widespread mobilization 
of public demanding justice for December 2012 
Delhi rape victim forced the govt to introduce 
strict law as well as set up fast track courts. 
However, most of the movements took only those 
issues which were hyped by media. For instance, 
movement like that for Nirbhaya doesn‘t surface 
for any other rape victim. Role of traditional 
factors like caste, community was still significant 
which was manifested in Muzaffarnagar riots. 
Besides, Social media emerged as a bane equally 
because its potential for misuse as was elucidated 
by North-eastern people‘s exodus. 
Thus, while remaining stick to popular subjects 
like corruption and security, social movements 
became large and appealing, yet vulnerable to 
misguidance after economic liberalization 

Should markets be sensitive to political 

developments and sensational news? 

Give your views. (150 Words) 

Ans:1. Market movement is a random walk. 

Highly unpredictable. 

2. There are three types of market hypothesis 

based on the reactions of the share prices to the 

information. 

3. Market is one which responds, assimiliate all 

the relevant information. 

4. To the extent the market respond is a matter of 

concern. In India where the market is not 

matured enough respond variedly for any 

information. 

5. I believe market should respond to relevant 

information. 

6. At any point of time the share price of a 

company should be fairly valued so that it reflects 

a fair value of the company. 

7. Political development: This is one of the imp 

factor which definitely have to taken into account. 

Different parties have different economic policies. 

Congress, BJP may follow liberal economy to 

certain extent attracting FDI for investments. But 

at the same time if CPI comes into power 

definetly it has different view on the market. 

Following of closed economy, not profit 

motivated and hence approvals of new projects 

for the companies at the cost of environ, poor etc 

will definetly have its impact on a company‘s 

share prices and hence the market. 

8. A company which is not paying dividend but 

investing funds for business expansion purpose 

be reflected in the share price after the expansion 

plan be announced. If share price doesn‘t reflect 

then what is the return that the share holder get if 

a company doesn‘t pay the dividend. 

9. Arbitrage of info is the important factor which 

attract investors towards market 

10. At the same time there should not be practice 

of insider‘s info. Presence of free flow of info. 
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What do you understand by economic 

reforms? Compare and contrast India‘s 

and China‘s approach towards economic 

reforms in the past twenty years. (200 

Words) 

 

 Economic reforms refers to the policies intended 

to improve economic efficiency by removing 

distortions in individual sectors or implementing 

economy wide changes like tax policy and 

competition policy. Economic reforms connotes 

reduction in the size of the govt. i.e. reducing 

Govt. regulation in the lines of laissez faire 

ideology. 

Reforms in China and India were similar in terms 

of privatization and allowance of foreign Capital. 

However China‘s FDI policy is far more 

controlled and regulated than India‘s. Also both 

the economies have clocked higher economic 

growth than the pre- liberation times. 

Despite of the similarities there are differences in 

the reform process of both the countries. India 

privatized all but certain sensitive industries like 

defense etc.. However Chinese public sector 

enterprises still enjoy monopoly in banking and 

petroleum.  

Unlike in India Chinese state owned enterprises 

still possess a lot of clout and create massive 

market distortions. Also Chinese economy was 

export oriented and mainly run on Govt. 

investments. On the contrary India was more 

domestic consumption based and relied on 

significant private investments. 

Chinese president Xi Jinping has initiated reforms 

to make Chinese economy more export oriented 

promote private investments . Also efforts are on 

to make the economy more competitive my 

ending monopoly of public enterprises 

 

Q--Discuss the recent economic 

problems faced by Euro Zone countries. 

Why do some economists argue that 

devaluing Euro currency would help 

their economies grow well? Examine. 

Business Standard 

After 2008, fears of sovereign debt crisis 

developed among European investors 

because of the rising govt. debt. The Euro 

zone economic output declined much and 

European banks asked for bailout. 

European central bank (ECB) took many 

political measures and bailout programs 

and lowered the interest rate to provide 

cheap loans. Unemployment rate rose very 

high in many of the countries. Recently few 

countries are witnessing positive growth 

but the Euro zone‘s economy has not 

emerged well. Overall GDP growth rate is 

nearly one percent. Inflation is going below 

at 0.5 percent. 

More deflation may lead to increase in 

interest rates and finally the debt will rise. 

Devaluating the euro‘s exchange rate may 

prove a immediate required solution for 

current problem. A weaker euro currency 

would raise the cost of imports and the 

prices of exports, thus pushing up the euro 

zone‘s overall inflation rate. 

Devaluation would also boost average euro 

zone GDP growth and exports and 

encouraging Europeans to substitute 

domestically produced goods and services 

for imported items. Although 

competitiveness within the euro zone would 

be unaffected, a weaker euro would 

significantly improve the external balance 

with the rest of the world, which accounts 

for about half of euro zone trade. 

 to reduce the value of the euro and increase 

the euro zone‘s near-term inflation rate, the 

only reliable options is direct intervention of 

http://www.business-standard.com/article/opinion/martin-feldstein-a-weaker-euro-for-a-stronger-europe-114051201280_1.html
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ECB in the currency market by selling Euros 

and buying a basket of other currencies. But 

direct intervention to weaken the euro can 

create challenges in other parts of the world. 

So policymakers of the remaining world 

would have to adjust their policies to be 

competitive with the European exports. 

  

 Eurozone crisis refers to the financial crisis 
which restricted the capabilities of certain 
European nations to repay or refinance their 
government debts without third party 
assistance. Different factors including the 
globalization of finance, easily available 
credit and real estate bubbles were 
responsible for the crisis. 
The easily available credit with the financial 
contagion resulted into several European 
economies such as France, Germany, 
Greece, Italy, Spain facing the crisis. This 
resulted into high level of unemployment 
and low growth. The GDP growth in 
Germany has been lower than 1 percent 
with the situation being worse for certain 
other economies including France. The low 
inflation rate of 0.5 has increased the threat 
of deflation, which may further aggravate 
the condition. 
Recognizing the condition of the economies, 
call for the devaluation of the Euro has been 
made. The low efficacy of the quantitative 
easing mechanism for the exchange rate 
manipulation and containing the inflation 
has brought the direct intervention 
mechanism to the fore. The devaluation of 
Euro would make the exports cheaper and 
imports costlier, thereby reducing the trade 
imbalances which contributed to the crisis. 
Moreover, the increased exports would 
provide impetus to the economy`s growth 
and employment generation while reducing 
the risk of deflation. 
Therefore, the devaluation of around 15% in 
Euro would aid in reducing the ills 
impeding the growth of the economies. 
 

Q--Examine how recent economic crises 

have impacted the economy of USA. 

Business Standard 

USA recently has been going through economic 

crisis with depleting GDP numbers to lesser 

export figures. There are many reasons for this 

situation of lull and all have their implications on 

the world‘s largest economy. 

The GDP growth of the USA in the first quarter of 

FY 14-15 has come at a mere 0.1 percent whereas 

even the conservative figure anticipated by 

economist was 1.2 percent considering the 

recovery it was making after the global recession. 

Though this slow growth is largely attributed to 

the extreme winter months which prohibited sells 

of new homes and automobiles, it surely 

impacted the profit level and the employment. 

This supply shock can be felt in the purchasing 

power of the natives. 

Another economic issue was lesser export as 

many shipments could not be reached the port in 

Jan-Feb in view of extreme cold. In addition, the 

fiscal tightening in this quarter was another 

reason. 

This slip in the growth of the first quarter may 

affect the overall growth for the year and now 

more concise and precise measures with 

conscious look will be necessitated in order to see 

that growth should not dwindle down further. 

 
 

Q--‖ If we allow the dangerous global 

trends towards unhealthy, processed and 

packaged foods to overwhelm the food 

culture in India, the direct and indirect 

public cost is likely to be enormous. ‖ 

Comment. 

The Hindu 

An unhealthy, processed and packaged food are 

low in nutrition and high on fat, sugar, salt and 

calories. The developed countries in the fast pace 

life are relying on these foods heavily. As a result 

they have seen high number of cases of disease 

http://www.business-standard.com/article/opinion/abheek-barua-the-productivity-question-114052500724_1.html
http://www.thehindu.com/todays-paper/tp-opinion/the-fast-food-bomb/article6261868.ece
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like fatty liver, cardiovascular diseases, 

hypertension etc. 

Due to globalization many of those fast food 

outlets and beverages companies have started 

their operation in India and affecting the country 

on multiple levels 

1. Diseases: They are spreading the diseases like 

Cardiovascular, liver related etc. 

2. The diseases causes increased household and 

public spending on curing them. 

3. These diseases causes mental agony to the 

person and the family 

4. The fast food leads to malnutrition to child and 

hence low growth, as they tend to replace the 

good diet which kids are not even aware of 

5. The low nutrient food causes laziness and 

hence decreases the productivity of the person. 

All these together can be very harmful for the 

nation. As, in USA Fatty liver has already taken 

the shape of epidemic. We certainly don‘t want 

the same trend in India. 

vigorous celebrity led campaigns for healthy 

foods is warranted. 

 
Q--Comment on the growth  of e-commerce 
sector in India. Do you think its growth and 
expansion is good for the economy? Explain. 
 
e-Commerce is a business model, where 
sale/purchase of commodities take place over 
internet. It has seen it‘s gradual growth in India, 
reaching a market worth 13$ by 2013. Innovative 
techniques like ‗Cash on Delivery‘, ‗ Same day 
Delivery‘ etc have boosted its prospects. Despite 
this, its market share is low vis-a-vis countries 
like US, China etc. It still accounts for only 4% of 
the total retail sales. 
Reasons are many. Large computer and internet 
illiteracy remains, along with poor internet 
penetration in far-flung regions.  
Other traditional reasons in India are also 
present. Informal relations with local shops. Lack 
of service enquiry and instant delivery, in e-
commerce. Also one cannot touch and see live 
products. Further, infrastructure and logistics 
constraints remain an issue to develop it‘s 
network in India. 

  
The growth of e-commerce will benefit the 
economy. Macro level benefits include 
Infrastructure, Employment, Connectivity of 

backward and rural areas with these services and 
Competition in retail segment to enhance 
standards of delivery. All this will further GDP 
growth and development. 
Other micro-level benefits like home based 
delivery,  choice for consumers,  and better 
comparison between different service providers 
shall help the consumers. 
Therefore, overall its expansion shall help the 
economy. 
  
  
This sector started in earnest after 2000, when 
Paypal started operating in India. After that 
several sites which allow to buy/sell using 
convenience of internet came up such as Flipkart, 
Snapdeal, Travel sites, Indian Railways site, 
airlines sites, bookmyshow and so on. Overall, e-
commerce sector accounted for about $3.2 Billion 
of sales in 2013-14 in India. Its growth has picked 
up very fast over the past few years and is 
expected to grow further at a scorching pace. 
Comparing this growth with other countries, 
India still lags behind. For instance, Alibaba- 
China‘s largest ‗e-tailer‘ alone had more business 
than $3.2 Billion (India‘s revenue for entire ‘13-
‘14!). Growth of e-commerce in India thus has to 
catch up with other countries. 
For the economy, expansion of e-commerce sector 
is good because users get a more convenient, 
hassle-free way to buy or sell things. It is cheaper, 
leaves smaller carbon footprint and competition 
brings good quality products at affordable rates 
to doorsteps of consumers. Several rural 
craftsmen, fashion designers etc. get to directly 
sell their ware rather than high initial investment 
in physical stores thereby giving boost to 
business, tourism, India‘s brand image. 
  

Q-Critically examine the impact 

of burgeoning e-commerce marketing 

services on the growth of different 

sectors of economy. 
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E-commerce marketing services provide a new 

channel to boost growth of companies in different 

sectors of economy. 

a) Primary Sector- 

(i) Many e-retailers have come up like 

VeggieKart.com etc. which directly supply fresh 

vegetable to consumers taking orders online. 

Leads to fast and more realisation of money for 

farmers, and absence of middlemen hence lower 

cost for consumers. 

(ii) Even basmati rice and other agricultural 

products are sold directly by e-commerce. 

b) Secondary Sector- 

(i) Most manufactured goods like electronics, 

books, textiles, jewellery etc. sell widely via e-

commerce through companies like Flipkart, 

Snapdeal, Jabong etc. 

(ii) Small and medium enterprises are gaining 

most as their marketing spends are reduced while 

reaching out their products internationally.e,g, 

less known designers, handlooms from different 

states etc. 

c) Tertiary Sector- 

(i) Many services are sold via deals such as 

restaurant meals, haircuts, gym services, car 

servicing etc. all of which help various service 

industries to grow. 

(ii) Especially booking tours, air/railway/bus 

tickets, movie tickets (bookmyshow.com) have 

become hassle-free and led to exponential growth 

for these companies. 

Hence, e-commerce marketing has greatly 

boosted demand for goods and services. With 

growing internet users from current 23 Crore, 

Indian e-commerce is only set to grow by many 

times in coming years. 

 

 

Another one 

 

On the primary sector: 

1. e-auctions are becoming popular ex: NCDEX. 

This negates price asymmetry prevalent in India. 

It takes out commission-agents – no more 

‗cascading of commissions‘. Meaning: Better price 

for farmer, lower price for consumer. 

On the downside, are disasters like last year‘s 

commodity futures fiasco. 

2. Secondary sector: Industries can sell without a 

retailer, especially niche products. Ex: Indian 

Hume Pipe Co – Air Rifles. Price discovery is fair 

and efficient, prices are usually higher. They can 

get raw materials easy and cheap. 

3. Tertiary sector: It has had a dream run with e-

commerce. All you now need to be a retailer is a 

sizeable ware-house in some village, a website 

and the name of a courier company. You can be 

an ace in marketing sitting in the leisure of your 

home, if you have the acumen and a computer. 

ITeS virtually requires talent and talent alone. The 

list is endless. 

Common to all three sectors are: 

Upsides: Efficient markets, low carbon-footprint 

in marketing, wider customer base, less business 

risk. 

Downsides: Contrary to popular perception, e-

markets are easier to monopolize. Ex: 

amazon.com, tripadvisor.com, and the mother of 

them all, google.com. More fraud, less reliability, 

dehumanization of business. 

‗Creative destruction‘ is a truth in economics. 

Those who lose business: sorry but that‘s business 

for you – high profit, high risk. 

 

Q--Comment on the rapid growth of e-

commerce in India and its advantages 

and disadvantages to the Indian 

economy. 

The Hindu 

E-commerce or electronic commerce means 

business transactions through internet. 

  

Causes of rapid growth of e-commerce in India: 

• Country‘s telecom and information technology 

boom 

• Rising levels of literacy 

http://www.thehindu.com/todays-paper/tp-business/flipkart-buys-out-myntra-for-300-m/article6038878.ece
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• Growing urbanisaton and industrialization 

with fast paced lives and less time for arranging 

for personal errands 

• Increasing consumerism  

• Wide variety offered more than traditional 

shops 

• Second most populous Country 

  

  

Advantages to the Indian Economy: 

• Less stress on already burdened infrastructure 

as operations different from a traditional brick 

and mortar business thus Employment 

generation 

• More integration of Indian Economy with the 

world 

• Democratization of market giving opportunity 

to micro, small businesses to compete 

• Increasing standards of living by offering more 

competition 

  

  

Disadvantages to the Indian Economy: 

• Level playing field: Since Indian domestic e-

commerce is a recent entrant, many e-retailers are 

closed due to competition faced from global e-

retailer giants e.g Amazon 

• Cyber Security threats to consumers by asking 

personal financial information 

• Instances of sub-standard quality of products 

and services and lack of follow-up by the e-

retailer 

• Traditional regulatory system in India not fully 

equipped to deal with innovations in e-commerce 

in terms of taxing, compliance with domestic laws 

by foreign companies 

  

 
 

Q-- Examine the problems faced by the 

e-commerce industry in India. What 

should government do in this regard? 

Business Standard 

E commerce refers to the trading of the products 

and services through the internet. Though the 

sector is growing at a fast pace with the majority 

of travel transactions and smaller retail segment, 

yet there are factors that inhibit the realization of 

its potential. 

1. Less penetration of electronic payment option 

results in less purchase online. To overcome this 

Indian e-tailers has devised a cash on delivery 

model, but the model remains costly and returns 

cost heavily on its balance sheet. 

2. FDI in B2B(Business to business) but not 

Business to consumer(B2C) has resulted in entry 

of foreign retailers like e-bay, Amazon as a 

commissioning agent between buyers and sellers 

rather than maintaining its own inventory and 

supplying goods. 

 Promotion of Hub and spoke delivery model by 

identifying strategic locations for warehousing 

and movement of goods can go a long way in 

supporting this industry. 

  

3. Internet penetration: The basic pre-requisite for 

e-commerce is internet, but erratic ineternet 

maligns customer experience and they prefer 

from local retailers. 

4. Trust deficit is increasing amongst consumers 

due to mismatch of products, quality difference, 

lack of approachability, etc. 

 
 

Q-―In advanced economies with 

reasonably free markets, bubbles are 

unavoidable.‖ Critically comment with 

examples. 

The Hindu 
Bubble is the new buzzword it came to limelight 
only with the recent global recession of 2008. 
Bubble is a non-existing demand that was created 
by one or the other which ultimately results in 
increase in prices without any solid fundamental 
base. Finally when the bubble pops, it pushes 
economy into recession. 

http://www.business-standard.com/article/opinion/strangling-e-commerce-114052701713_1.html
http://www.thehindu.com/todays-paper/tp-opinion/bubble-mania/article5980513.ece
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In advanced economies the spending culture is 
different from other. They tend to create more 
capital by investing on high return entities i.e, 

capital expenditure. Most of the investments goes 
through a common platform like banks, stocks, 
FiII‘s of other emerging economies e.t.c., These 
investments are influenced by credit rating 
agencies mostly. These ratings will generate a 
positive inflationary trend and increases prices 
dramatically without actual base on goods. For 
example, subprime crisis was a result of 
callousness of banks while giving loans and failed 
to recover from them which placed ecnomy into 
recession, Similarly in china where infrastructure 
is on prime focus, credit is cheap. This created 
credit bubble. In canada it is housing bubble. 
Most the bubbles have higher impact only when 
there is a serious concern about returns on 
investment. Panic exacerbates the situation. Not 
every bubble leads to recession or depression but 
only those which is added with greater panic. 
  
The word bubble is not a new one but rather it 
presents itself in new names and forms every 
now and then. Aftermath the 2008 recession it 
presented itself in the form of housing bubble. 
Advanced economies defined by free markets are 
subjected to free, fair and open competition, 
giving merit its say. Entities performing better 
will catch more attention and investment. But it 
still has its limits, it cant go on and on forever. 
Once it has to come down. In fact this is the 
essence of free markets that it avoids monopoly. 
It‘s a self correcting mechanism. 
An event marked by immense rise and crash and 
then subsequent prolonged downsliding also 
depends on the regulatory entities. For they are 
the ones inspecting supervising from the top 
view. both in 1990 and 2008 were bubbles, but 
whilst the former generated little ripples the latter 
caused a tsunami. This was because of the 
carelessness of the regulatory bodies. Banks were 
left with no oversight which led to huge credit in 
the economy without enquiring about their 
weight to pay back. As a result a time came when 
the balloon got so much elated that popping was 
the only forward event. 
History has shown that economies are beset with 
bubbles and bursts. It‘s a cycle whose diabolical 
acts can be minimized by effective regulation. 
 

 
 

Q--Compare and contrast the measures 

taken by central banks in developed and 

developing countries post- 2008 financial 

crisis to revive their economies. 

  

In developed economies, the 2008 crisis led to a 

market crash and consequently a slump in 

domestic demand. 

- To restart domestic demand, cheap money was 

offered through near-zero interest rates and QE 

(Quantitative Easing). 

- Financial institutions that were deemed 

‗systemically important‘ due to their close links 

with the wider economy were bailed out using 

public funds to avoid total collapse. 

Through the QE mentioned above, domestic 

demand increased but it also led to increased 

investments in foreign markets especially in 

Emerging Economies. This led to an appreciation 

of their (recipient countries‘) local currencies o 

emerging countries and made developed nation‘s 

exports cheap (esp. capital goods) thereby 

displacing domestic industry there. 

   

   This led to reactionary measures from 

developing countries: 

- Exchange Rate Interventions: To stem huge 

volatility in forex flows in and out of them, 

central banks started intervening through 

buying/selling currencies, both local and foreign. 

- Interest rate adjustment: Through interventions, 

when exchange rates gets under control, often the 

local economy gets overheated (high inflation). 

To tackle it, central banks adjusted domestic bank 

lending rates by transacting in G-Secs. 

- Stimulus package: Banks encouraged central 

governments to announce stimulus packages 

thorugh deficit-financing to boost domestic 

demand as a substitute for weak exports. 

Recent instances of high inflation in emerging 

economies after the US announced its QE 
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tapering point to a lack of essential discussion 

among central banks before such crucial decisions 

affecting global markets are taken. 

c. In case of subsidiary banks , though developed 

country did not have much of a problem in this 

,the developing countries has to lay down certain 

strict guidelines to operate in order to ring fence 

the system. This was also done to ensure that the 

management is based on local conditions and any 

future risks can be mitigated when the banks 

bound by the rules of the host country, 

 
 

 
 

‗Protectionism has certainly increased in 

the recent past with many ostensibly 

open economies adopting a stand that is 

clearly perceived as protectionist.‘ 

Examine these protectionist measures 

and explain why is there a shift towards 

from openness to protectionism in 

developed countries. 

The recent global financial turmoil have given a 

spurt to protectionism with each country closing 

rather than opening their trade and market. 

The prevalent protectionist measure include: 

(a) Range of stimulus measure to boost exports 

like  domestic producer subsidies. 

(b) Pushing domestic goods over imported goods 

by placing high and non commensurate CVD. 

(c) Competetion distorting policy packages eg. 

Domestic procurement policy of India 

(20%mandatory procurement). 

(d) Increasing import tariff or banning certain 

imports eg ban of raw sugar import in India. 

(e) Domestic discriminatory laws eg European 

parliament allowing member nations to decide 

unilaterally on GM crops effecting interest of 

USA and Brazil. 

The recent shift from openness to protectionism 

has an umblical cord attached to various WTO 

agreements and Doha round. It was decided at 

WTO Hong-kong meeting in 2005 that by 2006 

each member nation shall submit a draft proposal 

of its duty structure regarding AoA, NAMA, SPS 

standards, TBT etc. This spurt countries to 

announce protectionist measure to secure their 

trade before opening in 2006. This protectionism 

was partially responsible for 2008 financial crises. 

The crises further escalated protectionist 

measures to secure domestic market that provides 

bouancy to local economy. Further, the deep 

pockets of developed nations allow them to 

provide trade distorting subsidies. 

 

  

Summary ( tariff barriers import duties, quotas 

,non-tariff barriers-subsidies, TBT,SPS misuse, 

CVD, domestic procurement policies, clearance 

discrimination e.g. favouring domestic companies 

over foreign comp…. why?? Supposedly failure 

of WTO to chalk out a clear cut multi-lateral 

policy which appeases both developed n 

developing world…thus spurt of FTAs,PTAs..not 

no coherence on WTO TFA ) 

 

Q- Has disinvestment process lived up 

to the vision statement of the 

Department of Disinvestment that seeks 

to promote people‘s ownership of shares 

through disinvestment and spread the 

equity culture? Critically examine. (200 

Words)  

 
(disinvestment is actually a result of 
liberalization, which means market dominance 
and state‘s role contraction)  

 Since the economic reforms of 1991, 

disinvestment policy of government has emerged 

as an integral part of public finances in India‘s 

economic growth story. It is carried out to 



INSIGHTS SECURE PAPER – 3 COMPILATION OF QUESTIONS AND ANSWERS 

 

http://insightsonindia.com   Page 159 
 

redeployment of locked resources for social 

programs, sustenance of unviable PSE‘s and to 

reduce the public debt. 

Although the Government is committed to meet 

its fiscal deficit targets to 4.8% of GDP along with 

commercial viability of PSE‘s, one of the main 

objectives of the divestment policy i.e. promoting 

people ownership of shares through 

disinvestment has not succeeded much. 

Over the years, the government also adopted 

indigenous methods to meet this objective, 

including sale of state undertakings, buybacks, 

cross-holdings, special dividends and setting up 

of exchange-traded funds. These all steps 

considerably failed to promote the private 

ownership. The market regulator SEBI‘s schemes 

also not benefitting them. The profitable PSU‘s 

buying shares in other sick PSU‘s leading to the 

exclusion of private investors. We are seeing this 

in recent case of Special Undertaking of Unit 

Trust of India (SUUTI). 

Retail investors mainly from middle income 

groups are new to capital market; they have 

money to invest in blue chip shares of PSE‘s. 

Government should recognize them by giving 

considerable amount of partnership in PSE‘s to 

spread equity culture. Then only the objective of 

divestment policy become reality and will help in 

funding resource crunch social projects 

(Accelerated irrigation benefit program, Rajiv 

Gandhi Vidyutikaran yojana) under capital 

expenditure and revival of sick PSE‘s. 

 

Question - What is capital account 

liberalisation (CAL)? Should India go 

for it? What are the risks and advantages 

of CAL? Examine. (200 Words) 

Answer - Capital account liberalization (CAL) is a 

process of international financial integration, 

which allows a free flow of funds in and out of a 

country‘s economy. 

Capital account is a part of balance of payments, 

which includes external assistance, ECBs, short 

term debt, banking capital, FII and FDI. Recent 

economic developments in India have pushed 

further to liberalize the capital account to 

supplement local capital and to broaden domestic 

financial markets. 

Large capital inflows, sudden stops and outflows 

result in rapid currency devaluations, which can 

hurt manufacturing exports. Because of global 

factors beyond the control of the host country, 

even a relatively short-term appreciation can 

sometimes lead to longer consequences like loss 

of market share in export markets and reductions 

in manufacturing capacity. This even worse the 

current account deficit problem. 

CAL has no correlation with lower inflation or 

higher investment rates. The risk of financing 

external debt through CAL increases the 

mismatch between rupee inflow and dollar 

repayments. The recent depreciation of rupee 

made Indian infrastructure firms to face massive 

unhedged currency risks. Furthermore liberalized 

capital regime is extremely difficult to manage. 

India‘s economy saved in global financial crisis of 

2008 because of the insulation with global shocks. 

Like East Asian economies, without relying much 

on foreign capital, we should take reforms to 

contain the declining savings rate, encouraging 

financial literacy and building institutional 

stability. 

CAL enables capital to flow from high-income 

countries, with relatively high capital-labor ratios, 

to low-income countries. Thus it expands 

investment and generates economic growth. But 

this involves more risks than benefits. So India 

needs to take very cautious step on full capital 

account liberalization with thorough assessment 

of future prospects. 
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Changes in Industrial policy & their 

effects on industrial growth  

 

Q--Some economists argue that India is 

de-industrializing. What do you 

understand by this? Why is this 

happening? Examine. 

 

It is argued by some economists that India is de-

industrializing. De-industrializing is the fall in 

the share of manufacturing to the GDP of a nation 

or a State. In India, the share of manufacturing 

which was close to 25% is consistently declining. 

Many of the industrially sound States are able to 

touch only 20% contribution to GDP. Various 

states are registering a contribution as low as 

10%. 

India has under-invested in manufacturing which 

pose as a challenge now, especially in a situation 

where she has to accommodate large young 

population in worthwhile employment. 

Moreover: 

* India is a power deficient country and the 

infrastructure is not capable of supporting a 

vibrant industry. 

* Indian manufacturing sector, in comparison to 

competitor nations, invest poorly in the R&D. It 

hurts the innovative image of an industry and bar 

the investments. 

* The stringent labour laws also hurt the 

employment in formal sectors, ultimately 

affecting the output and contribution to GDP. 

* The complicated bureaucratic procedure also 

make it difficult start a manufacturing and 

further enlarging it. 

If India want to have a booming industry, 

especially when labour cost in China is rising, she 

need address these concerns to avail this golden 

opportunity. 

  

 

De-industrialisation is the decreasing percentage 

of contribution of industry in GDP of a country. 

As economy grow, initially it is dominated by 

agricultural sector, then in next phase by industry 

and then finally service sector. However in case of 

India, second phase never existed and even then 

it is declining which has therefore became matter 

of serious concern. 

Several reasons can be attributed to it which can 

be summarised as follow 

 
De-industrialisation refers to a process in which 
contribution of industrial sector to GDP of a 
nation decreases over the years. In India also, this 
phenomenon is taking place to an extent, as 
manufacturing sector contribution increased 
greatly between 1980s to first decade of 2000s and 
then on till now, the sector‘s contribution has 
been reducing or stagnant around 17%. 
 
This is happening both due to external and 
internal causes. 
 
External cause: After world economic crisis since 
2008, followed by sovereign debt crisis of 
Eurozone since 2010, demand for Indian goods by 
western world has decreased. More protective 
policies are being followed by these countries. 
Hence, demand for especially Indian luxury 
products like carpets, shawls, embroidered 
clothes etc. and other goods too has come down. 
Hence, such industries had closed shop in India 
due to lack of export orders. Indian Currency 
depreciation in 2013 helped boost the industries, 
still appreciation in 2014 has again dimmed 
exports. 
 
Internal Cause: India‘s domestic manufacturing 
policy- National Manufacturing Policy though 
ambitious is not yet implemented properly. Also, 
high interest rate and inflation regime in India 
has led to laying off workers (automobile 
industry etc.). Competition from cheap goods 
imported from China have destroyed several 
Indian industries like chemicals, toys etc.  Policy 
delays have also held up setting up of industries. 
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Land, labour and financial reforms are still not 
forthcoming. 
 
Therefore, de-industrialisation in India is a result 
of both internal and external factors. To tide over 
the situation, favourable and stable policies 
alongwith sound implementation are needed. 
Also, revival of world economy must be tapped 
into by government and Indian industries to push 
further industrialisation in India. 
 

Q--. Examine how amending the 
Factories Act, 1948 and the Minimum 
Wages Act, 1948 are crucial to bring in 
labor reforms in India. 
Both amendments are petty, anti-labour and 
poorly conceived. They have absence of vision 
that increased productivity comes from having 
satisfied workers who produce quality products. 
The recent thermal power station case, had on 
record data showing hundreds of labours dying 
prematurely and over 50 percent of workforce 
suffering from lung diseases, deafness and other 
occupational illness. Section 56 be amended to 
increase the working day to 12 hours, Section 
65(2) be amended that compulsory overtime be 
increased from 50 hours per quarter to 100 hours 
and Section 66 would not allow women to work 
after 7 p.m. The minimum age of labour child is 
considered as 14 years. Moreover, the parents will 
be punished, not the employer. 
Minimum Wages Act, 1948, was enacted to 
introduce minimum wages in a situation where 
industries were gradually being established. It 
did not cover domestic workers. In amendment 
there is nothing to indicate the widespread non-
implementation of this Act will be corrected, or 
the endless litigation in courts, at the end of 
which a petty fine is levied for non-payment of 
minimum wages , will be replaced by a different 
procedure. 
Few other reforms that workers required are: 
1. Introduction of secret ballot for determination 
of trade union recognition. 
2. Rights to go to the court should not be 
restricted by the requirement that they take 
permission from the government under Section 
10 of Industrial Disputes Act. 
3. Non-permanent workers who have put in long 
years in government services should be entitled 

to regularization. 
4. Child labor should be abolished. 
5. When contract labour system is abolished, 
contract workers should be regularized. 

Q--Examine why India imports, instead of 

manufacturing at home, electronic goods into 

the country? 

 

At present, around 65% of the current demand for 

electronic products is met by imports and the 

remaining, mainly low-end products are 

manufactured locally. 

Reasons for uncompetitive It manufacturing 

industry in India : 

a. Inverted duty structure : Under this finished 

goods are taxed lower than raw material such as 

components. Due to it becomes more attractive to 

import finished It products rather than 

component for their manufacturing. 

b. Absence of basic industries to produce raw 

material and component for IT manufacturing. 

E.g. absence of semiconductor wafer 

manufacturing. 

c. Fluctuation in rupee exchange rates especially 

its falling value leads to higher input cost for IT 

manufacturing as most of the input items are 

imported from outside. 

d. Failure of manufacturing in general is led due 

to stringent labor laws, poor infrastructure and 

difficulty in raising capital. 

e. IT manufacturing requires high end 

manufacturing technology, in which India lags 

behind countries like Japan, South Korea and 

China. 

On the supply side, India is still lagging behind 

china in case of exploration and extraction of rare 

of earth metals that are indispensible for 

manufacturing of electronic products. 

 lack of skilled workforce in embedded design 

and manufacturing. Further, lack of research and 

development in the field of electronic items 

hinders the progress. 
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DEMAND SIDE----Increasing Consumer Base---

Rising level of income. 

 

Q---Recently many media reports 

suggest that the Chinese economy is 

going through a rough patch in many 

sectors. Examine the nature and  reasons 

behind reported Chinese economic 

problems. 

 

Chinese economy had been growing at high rate 
in the recent years. Different factors including the 
nature of the growth and global changes have 
impacted the economy adversely. 
Chinese economy has been confronted by the 
slowdown in the industrial production, exports 
and drop in the real estate values. Country`s 
export to America and European nations had 
decreased due to the lower demand globally. 
Moreover, the middle income trap impacted the 
economy adversely. It lost the competitiveness in 
the global markets due to lack of efficient 
technology and rising wages , thereby resulting 
into slowdown in industrial production. 
The real estate investment amounts to 13 percent 
of the country`s GDP. The fall in the real estate 
prices would aggravate the situation as the 
sentiment may spread across different sectors. 
The steel, building material industry would be 
adversely affected. Moreover, the burst of the real 
estate bubble would lead to worsening the 
conditions of the banking and other lending 
institutions. The overbuilding of the real estate 
had outpaced the demand, thereby resulting into 
drop in the prices. 
The Chinese economy has been moving towards 
the consumer driven growth by encouraging the 
spending. It would provide a more sustainable 
model of growth. The easily available credit had 
led to rise of the real estate bubble. The move to 
increase the interest rates would reduce the 
money supply in the market. 
China‘s willingness to conclude RECP indicates 
this. China is equally concerned about raw 
material availability and energy security which 
would certainly help it in mitigating future 
challenges. 

 
 
 

Q-Discuss why India‘s services sector 

has outgrown manufacturing sector? Do 

you think it‘s good for the Indian 

economy? Comment. 

 
India‘s services sector contributes over 57% of 
India‘s GDP while contribution of manufacturing 
sector is about 15% of GDP. Several reasons can 
be attributed to this. 
Globalisation of the Indian economy in early 90s 
helped the service sector. FDI inflows increased in 
several sub-sectors of service sector leading to 
better growth. Foreign companies got chance to 
outsource their work to Indian companies due to 
globalisation. This particularly helped the IT and 
ITeS sectors. Presence of qualified human 
resource and supported govtt policies, required 
infrastructure also propelled growth of service 
sector. 
On the other hand, manufacturing sector almost 
stagnated since 90s. Inadequate infrastructure, 
stringent labor laws, weak human resource 
development, regulatory issues, etc all combined 
to act as drag on manufacturing growth. Indian 
manufacturing sector, esp. MSMEs had to face 
greater competition post-liberalisation both from 
foreign firms and cheap imports inhibiting their 
growth. 
  
The services sector provide higher earning 
employment. Services sector has been driving the 
growth in the recent times. The courses in the 
technical and management institutes IITs and 
IIMs have ensured the availability of the highly 
skilled personnel for the services sector. 
   
This particular pattern has both benefits and 
drawbacks. On the one hand, rapid service 
growth has led to greater services exports, 
employment generation, better living standards, 
cheaper services and better choices for customers. 
On the other hand, employment generation has 
been slow  
Service sector employment rose to 27% and 
played a major role in GDP by contributing 
57%.  
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 , no keeping pace with its increasing share in 
GDP . Growth in manufacturing would have 
generated far more employment opportunities. 
and rising inequality may be a potential source 
of problem. 
To conclude, rapid growth of services sector and 
stagnating manufacturing sector has been mixed 
bag of successes and failures. India needs to 
propel its manufacturing sector while equally 
promoting service sector to leverage the benefits 
of both. 
 

Q---Why has India not produced a 

software giant equivalent to Google and 

Microsoft? Examine. 

 

Google and Microsoft are renowned product 
based software(s/w) giants in the world. Product 
based s/w companies build software products 
catering to the generic needs of individuals and 
industries. They generally invest more efforts in 
their Research and development (R&D) compared 
to service companies. Service companies provide 
services as per the needs of their clients, mostly 
firms, which outsource the maintenance of their 
s/w systems. 
Indian s/w companies such as TCS, Infosys and 
Wipro which steer India‘s economic growth are 
service-centered. 70-80% of their business comes 
from upgrading and supporting large operational 
software systems, removing software bugs as 
they appear and adding features to meet new 
requirements. 
Though services companies and product 
companies belong to different business species, 
R&D can provide a link from one to the other. A 
separate entity which can focus on R&D is 
essential to develop robust and effective tools. 
Such tools will inevitably have a much wider 
market, not just among their clients. India could 
not see product based Indian s/w giants as none 
of our companies has yet ventured into R&D 
route. 
  
 
The reasons are multi-dimensional. First, our 
Indian companies are software services 
companies and not products companies. 
Second, their workforce and direction are driven 

to get more service oriented clients and 
sustaining the present clients to maximise their 
profits. 
Third, their infrastructure and R & D are mainly 
focused on services platform and their lack of 
capability to create and sustain products 
development infrastructure and R & D. 
Fifth, financial strength needed to create a 
product, marketing it , and reaching a level of 
recognition is not available with Indian 
companies either internally or externally.And last 
but not least, 90% of the products do not succeed 
to reach market. 
  
 However, the absence of an ecosystem which 
values innovation and is ready to back it is 
certainly felt. This requires a paradigm shift in 
which the government and venture capitalists 
need to back nascent projects which have the 
potential to revolutionize the software industry. 
The recent acquisition of Indian companies by 
Google and Facebook is a clear indication of the 
potential and marketability of our software 
products. 
In a nutshell, we need to invest in research and 
development, back indigenous ventures and 
create an ecosystem which attracts and retains the 
best brains of the nation. 
  
 Typically, software products involve longer 
gestation time and a different way of thinking. 
While indian companies preferred the easy way 
out, part of the blame should go to the venture 
capital ecosystem, which, even now is interested 
in investing in industries that provide quick 
returns like e commerce. 
 

In addition, the government has also turned a 
blind eye towards encouraging products. 
Insufficient R&D which proves to be a link 
between product and service companies has also 
not favoured india from developing products. 
Still india has not missed the bus and should kick 
start its product initiative. With right innovative 
environment and by overcoming challenges of 
quality and technological know-how, India will 
emerge as an attractive destination for product 
development. 
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Simultaneously the already established giants 
have been predatory in approach. They have 
already carved a niche and take over the other 
emerging platforms for instace Skype by 
Microsoft, Whatsapp by Facebook. Indian 
companies lack to produce giants at global 
platform has thus been the lack from Indian 
capitalist who try to maximise profits being safe 
as well as the predatory approaches of global 
giants. 
  
  

Q-- What measures has government 
taken to impart skills to the labours in 
unorganized sector? What role can 
private sector play in this regard? 
Examine. 
 

85% of the work force in India is in the 

unorganized sector and most of them are 

unskilled, majority of them working in the 

agriculture and the construction sector. This can 

be attributed to lack of formal education and 

skilling programmes.  

 

 A skill development framework comprising of a 

council in PMO and PPP mode corporation has 

been setup. Different ministries work in different 

areas, means and resources to impart skill and 

training. 

Ministry of Labour and Employment, leads this 

campaign. Legislation like Child Labour Act, 

various schemes, social sector projects, 

employment exchanges have been setup. 

National Skill Development Mission envisages to 

train 500 million people by 2022. 

Similarly, National Skill Development 

Corporation, works on PPP mode. It aims to 

setup 1500 Industrial Training Institutes, 5000 

Skill Development Centres under National 

Vocational Qualification Framework, throughout 

the country. They will impart training and 

vocational education in different areas. 

Other ministries like HRD, Rural Development, 

Agriculture, Sports etc have their policies, 

schemes, projects in this direction too. Ministries 

like External Affairs, Commerce tie pacts with 

foreign collaborations like India- EU Skill 

Mission. Schemes like Ajeevika (NRLM), NULM, 

aim to alleviate poverty by skill development and 

vocational training. 

 

Private sector can partner the government as in 

NSDC. Crash Courses, Seminars, workshops, in-

house training, internships, tapping indigenous 

talents can be various ideas. Labour NET, a 

business model , which setups livelihood centres 

is prominent example. It charges fee to impart 

skills and training and has generated large skilled 

workforce. 

 

Thus, multiple stakeholders can engage in this 

area, be it , government or private or NGO‘s or 

foreign entities. 

  

Govt. aims to set up 1,500 new ITIs and 5,000 skill 

development centers across the country as well a 

National Vocational Qualification Framework 

(NVQF) for affiliations and accreditation in 

vocational, educational and training systems. 

 

Mobile training vans have been deployed in rural 

and remote areas where training infrastructure is 

awfully deficient. Skill development centers 

conduct skill development programs primarily to 

support services and unorganized sector. 

 

But Govt. alone can‘t succeed in this huge mission 

without support of Private players, civil society 

and participation of citizens. Private sector is 

more efficient in providing sector specific skills 

(SSS) and can complete their CSR responsibility 

by setting up carrier training centers. By 

supporting govt. with required investment, it can 

enhance the reach of the govt. programs to every 

section of the society. 
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 Q--―..trade is what most of international 

relations are about. For that reason, trade 

policy is national security policy.‖ 

Evaluate in the context of India. 

 

Trade is of course what MOST of international 

relations are about. India‘s relationship with US 

hinges on the FDI it provides and the markets we 

supply for their products. Sino-Indian relations 

sour when trade competition tightens. 

Two nations with deep trading ties are less likely 

to engage in war. It is not feasible to meet whole 

of defence needs by indigenous production. 

Factor abundance theory dictates that to ensure 

economic prosperity nations have to trade with 

each other. So international trade is essential to 

ensure national security. 

It is because of this strong influence that trade 

policy exerts on foreign policy, that India takes 

care never to offend the oil-sheikhs. India treads 

the US line in military uses of nuclear energy, out 

of fear of its power to decimate our capital 

account surplus, not its military might. 

But, Trade is NOT what ALL international 

relations are about. It makes perfect economic 

sense to import weapons from China. But India 

doesn‘t do that because that would be 

detrimental to its national security. India‘s 

relation with Pakistan is dictated by history and 

geopolitics, more than economics. 

Therefore, it cannot be said that ― trade policy IS 

national security policy‖. On the other hand 

Trade policy is always dictated by the exigencies 

of national security, because a nation can trade 

only if it exists in the first place. 

 

Q-What changes have been proposed to 

Industrial Disputes Act and Factories 

Act to bring labour reforms in India? 

Critically examine. 

 

It has been proposed to amend the Industrial 

Dispute Act thereby raising the number of 

workers from 100 to 300 who can be retrenched 

without needing government approval to 300. It 

has also set a 3 year time line for raising disputes 

and increased the percentage of workers from 15 

to 30% needed for registration as a representative 

Union. Moreover it has sought to amend the 

Fatories Act to increase the number of workers to 

be employed for the laws to be applicable. 

These steps provide the mobility and flexibility 

needed by the owners of factories and shall help 

augment the number of workers in the organized 

sector . This shall provide the workers with social 

security and stability whereas the owners will 

have the option of improving efficiency through 

reallocation of workers between firms depending 

on skill set and engaging in skill improvement 

programs . 

However strict regulation needs to be overseen 

by the Agencies to prevent willfull elimination of 

workers on flimsy grounds and their 

victimization.Moreover steps need to be taken to 

simplify procedure. A case in point is the 

apprentice program that helps improve skills and 

employability of workers . The numbers in India 

are a mere 0.3 million compared to 20 million in 

China , South Korea and permission from 

Government to private entities are entangled in 

red tape and procedure. 

  

Q- Critically compare and contrast the 

success of Special Economic Zone model 

for boosting economic growth adopted 

in India and China. 

Ans: The success of China‘s SEZ model while 

modest outcome of India‘s SEZ model can be 

understood on following ground: 

(a) Focus: Chinese industrial strategy relies on 

‗production on mass scale‘. They focus on the size 

of SEZ rather than number of SEZ. As a result 

China has just 6 SEZ compared to 388 of India but 

their size are much larger reaping economies of 

scale for them. 
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(b) Sectorial contribution: Chinese SEZ are 

dominantly owned by manufacturing sector thus 

addressing their employment concerns. India‘s 

SEZ are IT and ITeS dominated negating 

employment objective. 

(c) Export contribution: While SEZ in China 

contribute majority of its export, in India the 

contribution is just 30%. Strict SEZ land 

utilisation laws deters unorganised sector who 

own majority of export oriented production in 

India. 

(d) Tax regime: Relatively stable and predictable 

tax regime in China compared to India‘s 

unpredictable, restrospective taxation and abrupt 

withdrawl of benefits like reap back profit 

exemptions etc are antithetical to business 

sentiments. 

(e) Infrastructure: Though SEZ have world class 

infrastructure in India, the ancillary infrastructure 

in messed up causing external spill over impacts 

which are mostly absent in China. 

(f) Political structure: Communist regime has 

advantages of quick decision making and stability 

while democracy is infested with populism, 

creating problems for SEZ expansion as 

happened in W.B. TATA plant. 

(g) Investment environment: SEZ need huge 

investment which China was able to attract while 

India was stricken in democratic dilemma. 

(h) Entrepreneur‘s intent: Indian businessmen 

usually shift their business to SEZ to access cheap 

litigation free land. Thus, new economic activities 

are rarely generated. 

SEZ overhaul is thus vital not only to Improve 

Ease of doing business ranking but also to 

generate favorable investment environment. 

China SEZ model can serve as a template for this 

overhaul. 

 

Q- What is Index of Industrial 

Production (IIP)? Explain its 

significance. 

 

IIP is single representative abstract figure to 

measure the general level of industrial 

performance in a economy. it is calculated by 

CSO under Ministry Of statistic ans planning 

implementation .it is calculated monthly with 

considering 3 sectors -

manufacturing,electricity,mining with 

75%,10%,14% weightage respectively it uses 2004-

2005 as base year for relative comparison 

benchmark. 

IIP is the reflection of growth of an economy .The 

result of IIP pave the path for short term 

economic measures like monetary policy 

measures ,fiscal policy measures. Negative IIp 

shows people have less money leads to low 

demand and low investment.Better IIp shows 

increase in industrial production. Today it is 

important because with the news of economic 

slow down hovering over the horizon, It makes 

investors and stock market optimistic. Though IIP 

does indicate the condition of the country‘s 

economy, it should not be taken as the sole basis 

for investment.So need to check the reason 

behind the increase/decrease in IIP figures 

 

Q-Recent IIP data show that in recent 

years there has been  zero industrial 

growth. In your opinion, despite many 

policies, why is this trend observed? 

Examine. 

Answer- 

----The growth of the manufacturing sector is 

essential for an economy due to its employment 

efficiency and sustainable model. Despite the 

initiatives undertaken by the government 

through the National Manufacturing Policy, 

setting up of SEZ , constitution of the SPV, VGF , 
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the sector has not been able to revive. 

 

Apart from the lacunae in the policy , the dismal 

performance of the sector could be attributed to 

different reasons. The delay in the project 

clearances has led to the increased cost of the 

projects. The stalling of the projects has 

undermined the potential.  

The lack of effective infrastructure and supply 

side constraints continues to hinder the growth. 

The stringent labour laws has restricted the entry 

of the skilled labour into the sector. The skill 

development initiatives under the National Skill 

Development have not been able to achieve their 

objectives. The negative sentiment with the 

economy has restricted the investment into the 

sector.  

The rising NPAs for the public sector banks has 

constrained the infusion of the funds for the 

development of the sector. Moreover, the 

retrospective tax disputes has led to increasing 

the negative sentiment among the investors. 

Therefore, an effective policy initiative along with 

structural reforms would be required for reviving 

the growth in the manufacturing sector. 

----Industrial production Index(IIP) is an 

economic indicator that measures changes in 

output of the manufacturing, mining and utilities. 

It is an important tool to forecast future GDP and 

economic performance. 

The Index of industrial production (IIP) for 

India has remained at nearly 170 from 2-3 

years. Manufacturing sector witnessed 

growth of 1.2 per cent in 2012-13, and nearly 

zero or negative in 2013-14. 

The government has been doing many efforts 

like announcing a policy on special economic 

zones and grand manufacturing policy, 

offering tax cuts in the hope of stimulating 

demand, giving preference to local 

manufacture over imports, along with 

government subsidies. 

But these efforts has not been fructifying 

much because- 

1) Lack of adequate infrastructure is the main 

hurdle for industrial growth. Energy 

production, transport facilities, and higher 

technology 

2) Most of the special economic zones have 

not been started functioning till now. 

3) Tax cuts have not helped many sectors 

facing down in sell; 

4) Local preference has been cut again after 

being criticized severely by international 

players e.g. US on solar panel in WTO etc. 

5) People are unclear about new 

manufacturing policy. Employment in 

manufacturing is falling due to ignorance of 

this sector. Manufacturers are unable to grow 

exports due to fall in production. 

6) The coal and iron ore mining scams also 

contributed to worsen the situation of 

Industries. 

7) Governance issues like delays in regulatory 

approvals and environmental clearances, 

disputes over public-private partnership 

projects for building infrastructure, excessive 

borrowing by companies and individuals, 

retrospective tax disputes, shortage of capital 

in banks due to increasing NPA. 

8) Global reasons include US tapering resulted in 

large foreign institutional investment (FII) 

withdrawal from the Indian market. 

As Primary sector contributes very less (nearly 

13%) to GDP, Industrial growth is an only 

solution for large unemployment and stagnated 

growth problem of India. More vibrant industrial 

policies and their effective implementation 
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through wider consultative process and 

confidence building in Investors is the demand of 

the time to take the Indian economy back on the 

track which we witnessed during pre 2008 period. 

 

 

Q-Why in your opinion does India lag 

behind China in manufacturing sector? 

Critically examine. (200 Words) 

 

China‘s manufacturing sector, ranked top in the 

world with an average growth rate of 10% per 

annum is far ahead of India‘s manufacturing 

sector struggling to maintain a modest 2% growth 

rate annually. A variety of reasons from policy 

paralysis to poor infrastructure had led India to 

lag behind China. 

China provides several advantages to 

manufacturers which are lacking in India. 

Favourable policy actions like quick approval 

of investment proposals, robust raw material 

supply base, Increasing R&D in 

manufacturing, cheap logistics, cheap labour 

with liberal labour laws etc are some of them. 

Good quality infrastructure, Beijing‘s 

Financial Street, flexible investment zones, 

export processing zones  with tax incentives 

are a major attraction. 

 

The factors that stymie Indian manufacturing 

are poor implementation of govt policies, non 

conducive investment climate with problems 

in land acquisition, environment clearances 

,red tapism, lack of skilled manpower, very 

strict labour laws and tax burden. 

India has a great potential for becoming the 

manufacturing hub in the world, owing to its 

favourable demographic dividend and 

expanding market, but more initiatives like 

the proper implementation of National 

Manufacturing policy, GST and investment 

friendly measures like single window 

clearences are to be taken up to achieve that. 

 

 

The newly launched NIMZ looks positive 

 

Q.―Instead of trying to keep out 

companies from one country or the 

other, the government would do well to 

create a reporting and monitoring system 

that will enable security agencies to 

keep an eye on the activities of these 

companies, especially when it comes to 

blocks located close to defence 

installations.‖ Comment in the light of 

not granting licences to Chinese 

companies to invest in certain ‗sensitive‘ 

sectors in India. (200 Words) 

 

The recent arguments made by the home-ministry 

over not granting of oil exploration licenses have 

fuelled a lot of debate. The government has taken 

a stand that on-land oil blocks in Rajasthan, 

Gujarat and Punjab, which were proposed for 

auction, are located close to the border with 

Pakistan, where apparently China is engaged in 

different projects.  

 

The blocks in the northeast and offshore ones in 

the Mahanadi basin are close to sensitive defence 

installations and strategic assets.But a more 

careful examination would tell us that India  does 

not  any concrete evidence to support this 

argument. Also, government has not provided 

concrete evidence of any wrongdoing by Chinese 

companies in the telecom and IT sectors.  

 

Its warnings have been based on mere suspicion 

— which is not enough grounds to keep out a 

foreign investor, especially in these difficult times 

for the economy  

On the other hand, it was Facebook, Google and 

Twitter, companies that are headquartered in 
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what is supposed to be a friendly country aiding 

espionage activities . 

 

Instead of pointing fingers , India should work on 

building a comprehensive monitoring cum 

reporting system +  put in place protective 

systems to safeguard the country‘s interests and 

assets. so that it can actually address security 

concerns in a more logical way. 

 

Q.What is Corporate Social 

Responsibility? Should it be enforced 

through legislation? Comment. (200 

Words)The Hindu 

 

Corporate Social Responsibility is the investment 

the corporate spends back to the society from 

which it extracts resources to function. This 

investment could be in schools, restoration of 

environment or giving monetary help to any 

governmental or Nongovernmental institution. 

 

Till recently CSR was voluntary for corporate 

world.  But recently GoI passed the companies 

bill 2013 which made CSR mandatory for a 

company having net worth of Rs. 500 crores or 

more, or turnover of Rs. 1000 crores or more or 

net profit of rupees five crores or more on 

average preceding 3 years. Such a company has to 

invest 2% of its net profit into CSR projects.  

 

Although many good initiatives have been taken 

by many companies in the past but this process 

lacks transparency and accountability. There have 

been incidences company spending on projects 

under CSR which are beneficial to company more 

rather than society.  

 

Also Creative accounting(work only on paper) 

was also reported in the past followed by some 

companies giving donations to NGOs and Media 

groups for advertisements to have a good image 

and not doing work. 

 

Government needs to establish a mechanism to 

ensure that companies taking their responsibility 

more seriously and not escaping their duty. 

 

Q.India‘s manufacturing‘s share in the 

GDP has remained stationary at 15-16 

per cent for more than three decades 

now, far lower than the 25-35 per cent 

that characterises the East Asian 

economies. In the light of India‘s 2011 

ambitious National Manufacturing 

Policy (NMP), critically analyze the 

constraints it is facing in the 

manufacturing sector and how they can 

be overcome. (200 Words) 

 

The National Manufacturing Policy (NMP) 2011 

envisages to increase share of manufacturing 

sector to 25% of GDP and 100 million additional 

jobs by focusing on employment intensive 

Industries. 

 

The constrains faced by manufacturing sector in 

India are: 

1. Lack of Infrastructure esp. power and 

transport. 

2. Land acquisition problems 

3. Lack of advanced technological 

availability and R&D 

4. Environmental clearance‘s 

5. Rigid Labor laws 

6. Confusing policies at various 

government level and complex regulating 

procedures. 

7. Lack of quality human resource. 

For overcoming these constrains there should be 

clear-cut policies about manufacturing sector at 

all levels of Government. Environmental 

clearance policy and regulatory mechanism 

should be sorted out and a ―single window 

clearance‖ should be given to major projects. 
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Land acquisition must be done with the consent 

of locals. Industries which have immediate 

impact by giving employment to locals should be 

encouraged.  

 

Quality technical education must be imparted to 

students with constant upgradation and Research 

& Development with Public funds. 

 

Cluster development of MSMEs should be done 

with special incentives to medium sector 

Industries. 

 

Industrial leaders should be constantly engaged 

in dialogue about goals of NMP and product 

diversification should be focused on. 

 

Manufacturing holds key not only to curb our 

import bill and stabilize economy but also to 

absorb unemployment esp. of under-skilled 

youth and limit socio-political strifes. 

  

India‘s business environment that encourages 

small informal manufacturing enterprises and 

discourages the expansion of formal firms. 

 

apart from infrastructure bottlenecks, credit 

constraints, high tax rates and compliance costs, 

excessive bureaucracy and pervasive corruption, 

restrictive labour regulations and inadequate 

supply of skilled manpower are possible factors 

holding back manufacturing. 

 

Aggregate credit supply trends do not reveal 

credit constraints faced by SMEs. IMF estimates 

show that commercial bank loans outstanding to 

SMEs were just 5.96 per cent of the GDP in 2012, 

the lowest among large emerging economies. 

India has consistently hovered near the bottom of 

the World Bank‘s Doing Business indicators,  

 

A labyrinth of nearly 250 state and Central labour 

market regulations, most prominently the 

Industrial Disputes Act (IDA) 1947, places 

onerous restrictions on the management of work 

conditions and labour layoffs. Firms prefer to stay 

below the threshold of 100 workers and hire less 

productive contract labour to avoid attracting the 

provisions of the IDA. 

 

A 2012 McKinsey report points to a skills supply-

demand mismatch — an excess supply of 

unskilled labour, inadequate supply of medium-

skilled labour just 10 per cent have received some 

form of skill training, compared to 70-90 per cent 

elsewhere. Multiplicity of taxes, high tax rates 

and compliance costs may be among the easier 

challenges to address. 

 

 require fundamental structural reforms, often 

long-drawn, led by multiple departments and 

both Central and state governments. Most 

importantly, some of them cannot happen 

without consensus among at least the major 

political parties. 

 

Q.― Handloom sector is being 

deliberately suffocated and killed and it 

is not a subsidy guzzling sunset industry 

as is being projected.‖ Comment. (200 

Words) 

 

Handloom industry is among the earliest 

industries of ancient india  

The handloom industry contributes around ten 

percent of the total textile production and is 

second only to powerloom industry. Of the three 

contributors – namely power loom, mill and hand 

loom- to the textile industry, hand loom accounts 

for the least (12% approx).  

 

From the Colonial India, intensified 

industralisation and inherent competetion led the 

weavers to take the lives on their own. National 

Handloom Census,2010 showed that 60% of 

handloom weavers are below poverty line. 
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Govt subsidy, most of it, goes to mill sector while 

the handloom industry received third class 

treatment. 

 

There has been no wide representation from 

handloom sector in form of cooperatives, SHGs. 

The Cluster Scheme for handloom introduced in 

2008 did not yet desired results- It has not 

improved skill of workers, not improved 

connectivity to markets, and did not induce 

infrastructure to enhance efficiency. 

 

Though several schemes introduced 

mechanization – frame looms and stand looms in 

place of pit looms, desired results are not attained 

because govt did not focus on technical problems 

after installing new machines.  

 

The recently introduced definition – Any loom 

other than powerloom that includes atleast 1 

process involving manual intervention can be 

described as handloom is loosely worded and 

may lead to powerlooms taking away the benefits 

of handloom by wrongly claiming its status as 

handloom. 

 

Redefining the handloom will surely throttle the 

already ailing hand loom weavers. It is true hand 

loom industry is not equipped to face current 

market demands and challenges. But, for this, 

policy makers are to be blamed who could not 

foresee challenges from Chinese textiles market.  

putting blatant blame on handloom for low textile 

exports is not justified. It is the failure of the 

government and authorities which could not take 

essential steps to modernize and train weavers to 

make handloom sector profitable and 

competitive. Handlooms (reservation of article for 

production) act, 1985 did not see daylight, even 

after almost 3 decades, owing to lack of 

implementing authority. 

 

skill development and sustainable support should 

be provided to revive the sector. 

The schemes in handloom must address the 

specialisation of the decentralised needs. So, 

Instead of a centralised scheme as is done in 12th 

5 year plan by combining all the schemes in to 

one, different schemes are needed for 

specialisation. 

 

Q.Why was the Monopolies and 

Restrictive Trade Practices (MRTP) Act 

enacted in 1969? What was its impact? 

Examine. 

 

Due to the socialist tilt of the government which 

had been a feature since the nationalist 

movement, the govt. decided to pass the MRTP 

Act, 1969 in order to avoid concentration of 

economic power in the hands of few and prevent 

monopolistic and restrictive trade practices. It 

was also brought to protect consumers from 

unilateral price hikes and bringing more equity 

and competition into the market. It extends all 

over India except J&K. 

This was chiefly directed against at big private 

industrial houses which had a dominating share 

in the market, and aimed to curb their influence 

by restricting them and simultaneously bringing 

Public Sector Undertakings (PSUs) into play. 

Although the intentions were good, and 

monopolization of markets ad unilateral price 

hikes were avoided, there were few detrimental 

effects too. 

• Many dominant industrial houses had to bring 

down their production, leading to an under-usage 

of existing capital. 

• Public sector undertakings were relatively 

immune and in the absence of cut-throat 

competition, they were ensured of their security 

in the markets, leading to absence of incentives to 

perform better. This acted as a deterrent to 

increased innovation and productivity. 

• Overall production grew, but the growth rate 

could have been more. It‘s important to regulate 

markets to some extent, but high (but fair) 
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competition levels are necessary to bring out the 

best in industry. 

Q.Comment on India‘s fuel subsidy 

policy. (200 Words) 

Three ―sensitive‖ petroleum products—high-
speed diesel, domestic liquefied petroleum gas 
(LPG) and public distribution system (PDS) 
kerosene—are sold below benchmark 
international prices, leading to under-recoveries 
for the downstream oil marketing companies 
(OMCs). The under-recoveries have only been 
partly made up in the past by cash compensation 
from the government and burden-sharing by 
upstream national oil companies. India actively 
regulates the prices of the three products by 
setting the realized price. 

Kirit Parikh commitee recommended that 
substantial reforms were needed, including full 
deregulation of diesel prices, and periodic 
increases of domestic LPG and PDS kerosene 
prices 

Fuel subsidies were touching 2% of India‘s gross 
domestic product. This was crowding out more 
productive public spending. Realizing this, the 
Union government has taken bold steps over the 
past nine months to reduce fuel subsidies. Diesel 
prices have been rising systematically, subsidized 
cooking gas cylinders per household have been 
capped and state electricity boards have been 
encouraged to set more cost-reflective power 
tariffs. These measures are welcome, as they also 
help to take pressure off the worsening current 
account deficit. 
 

In per capita terms, the top 10% of Indian 
households spends more than 20 times as much 
on fuel as the poorest 10% (including both direct 
and indirect consumption—the latter being when 
food, for example, is transported to the market 
using subsidized fuel). Low-income households 
consume mainly kerosene, while upper-income 
households predominantly use petrol and 
cooking gas. 

Suggestions 

Short term:  

• Develop a detailed plan to reduce inflationary 
impact with reference to the timing and phasing-
in of price increases, ensuring the availability of 
key goods and consumer staples, and reducing 
simultaneous government expenditure on other 
programs as possible.  

• Further investigate the impacts and potential 
mitigation measures for key groups affected by 
diesel price increases and how subsidy savings 
could be redirected to them within the 
administrative system. Also, investigate 
compensating poor members of the population 
for indirect impacts of price increases. Implement 
these measures if deemed necessary. 

Medium term:  

• Further investigate and implement mitigation 
measures if deemed necessary 

Long term:  

• Prepare structural mechanisms to reduce the 
impacts of subsidy reform, for example, energy-
saving options  and retraining the labour force 
that will be most affected by the reform (for 
example, freight transporters, farmers and 
fishermen). 

 

Question - Analyze the factors behind 

India‘s success as leading manufacturer 

of generic drugs in the world. (200 

Words)  

 

 In the context of prevailing poverty and 

challenges the common man is facing in terms of 

the purchasing power the three important factors 

which gives leverage for pharmaceutical 

companies to chip in and capitalize on the needs 

of the poor are: 

1.Affordability. 

2.Accessibility. 

3.Availability. 

Affordability is a major challenge confronting the 

majority, Hence people give up on purchasing 
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branded drugs and opt for much cheaper generic 

variants which increase the market demands for 

the generic drugs and emergence of multiple 

generic drug manufacturing units in the country. 

Accessibility is yet another challenge not for the 

poor citizens but also for the pharmaceuticals, as 

the usual trend is to capture bigger markets for 

sale of their drugs bypassing the smaller markets, 

This indireclty results in Nonavailability of the 

branded drugs in the peripheries and the patients 

are left with only option for an alternate generic, 

Hence the demand for generic is increased again. 

Availability adds up to the concern of why 

patients prefer for alternates to the branded 

drugs, lack of adequate drug distributing 

agencies, intermediaries and reckless 

functionaries in the entire system of the drug 

manufacturing till the drug delivery to the 

patients in the peripheries results in the end 

beneficiaries not lucky enough to get the 

prescribed brands in their vicinity forcing them to 

opt for generics. 

Liberal Local FDA approvals, partners in illicit 

profit, dichotomy, skilfull chemist,cheap labour, 

cheap availability of the API (Active 

pharmaceutical ingredient), Expiring patents and 

variety of sociopolitical influences has resulted in 

Generic market gaining momentum in India.  

Criticism – ( I add these comments for extra 

points)  

India is among the key players in generic drug 

market with eight of its companies figuring 

among the top 24 companies which contribute for 

28% of global generic market. There are several 

reasons for this huge growth. 

Mid-tier Indian generic players have been highly 

active, expanding into the markets in the past 

years through a variety of partnerships, joint 

ventures, and acquisitions. 

Having a diversified product portfolio allows a 

generic company to capitalize on more 

opportunities while it is expected that 

competition will be limited strictly to larger 

companies with sufficient resources and 

Capabilities for innovation. 

As innovators have witnessed the growth in the 

generic industry and struggle to cope with 

pending patent expiries, many of them have 

turned to acquisitions and supply agreements to 

expand into generic drug markets as well. E.g. 

Novartis 

High manpower, huge investment are other 

points.  

 

 

Q. Analyze the trends in the growth of 

microfinance industry in India in last 

ten years. (200 Words)  

Answer- Microfinance is the provision of 

providing financial services (credit, savings, 

insurance) and non-financial services (training, 

counseling) to low-income groups, who 

traditionally lack access to banking and related 

services. 

The economic reforms of 1990 allowed rural 

credit through SHG bank linkage programme as a 

first channel of microfinance. Later several Micro 

Finance Institutions (SIDBI, NBFCs, Regional 

Rural Banks, cooperative societies) joined as 

second channel. These together spurred growth 

of microfinance as successful and sustainable 

business model. 

The liquidity crisis in 2008, made banks such as 

PNB and SBI to enter into group of MFIs. After 

the ease of liquidity conditions in 2009, the 

market witnessed the entrance of non-bank debt 

entities and private Indian banks such as HDFC 

and ICICI. 
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Malegam Committee regulatory initiatives of RBI 

helped the government to unfold programmes 

(Microfinance Equity Fund) for MFIs. The 

financial inclusion plans of government in 2010 

brought the microfinance sector under the 

regulatory regime. NABARD‘s scheme for 

promotion of women SHGs in backward and Left 

Wing Extremism affected districts and RBI‘s 

decision to accord Self Regulatory Organisation 

status to NBFC-MFIs has shifted the paradigm in 

microfinance industry. States like Uttarakhand, 

Rajasthan, Punjab, and UP have seen significant 

portfolio growth. 

In spite of all these developments, MFIs are 

unable to service existing customers. Gaps in 

Financial system and need for microfinance is 

increasing continuously. Serious liquidity crisis 

combined with increasing outstanding loans are 

main reasons. The failure in adoption of 

technological solutions and innovative financial 

products making MFI‘s to lose their cause. 

The improved governance of MFIs to ensure a 

balancing act with social and financial goals and 

government revival plans of providing liquidity 

and redesign of products can help MFI‘s to come 

out of troublesome situation. The microfinance 

Bill, 2012 is a bold initiative in this regard. 

 

Q. Discuss the importance of creating a 

strong manufacturing-based middle 

class in India. Why do you think India 

has failed in creating a strong skilled 

labor force in manufacturing sector? 

Examine. 

 
 
Benefits of strong manufacturing based middle 
class 

 it will enhance production and thereby, 
raise share of manufacturing to GDP, curb 
manufacturing inflation and encourage 
exports of manufacturing products.  

 It will also generate greater demand for 
goods and services in the economy which 
will stimulate production and hence will 
create more employment. 

 It will lead to increase in saving rates in 
economy. 

 It can be a force for social change in India 
with modern outlook and rational 
thinking. 

 Help us utilizing the demographic 
dividend. 

 Help absorbing migration from 
agriculture. 

failure of creating skilled labour due to- 

 India‘s manufacturing sector is capital 
intensive as opposed to labour intensive. 

 Absence of cultural vocational training in 
India. 

 stringent labor laws in India has also 
hampered growth in employment in 
manufacturing sector and thereby, skill 
formation. 

 Poor performance of national skill 
development initiative. 

Poor technology use also hampers the production 

which in turn inhibits the employment 

generation. 

 

 

Q. Critically examine the present nature 

of manufacturing sector and policy focus 

on it in India.  What shift, if at all the 

sector needs one, should be brought into 

this sector in India in the light of recent 

global developments in this sector? 

 

In the last two decades , India has made a 

structural change giving private sector a greater 

role in the economy and the Service sector as the 

driving force of the economy. This has also left 

manufacturing sector unnoticed and stagnated at 

about 16% of GDP which is in stark contrast to 

other Asian countries, especially China. 
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The laggard performance of the manufacturing 

sector is due to 

a. Developments in Power and transportation 

infrastructure are not in commensurate with the 

needs of the economy. 

b. Lower import duties because of which cheap 

quality capital goods are imported in a very huge 

volumes displacing local manufacturing units 

,especially small and medium scale units. For 

instance, fittings machinery in Coimbatore is 

almost displaced and even kettles and Vinayagar 

statues are imported from China. 

Shifts Required: 

The National Manufacturing policy 2011 

visualizes to create 100 million jobs in the 

manufacturing sector by 2025.This is possible 

only when there is a conducive business 

regulatory framework, implementation of 

National manufacturing and Industrial Zones 

policy on time, Center State coordination on 

Policy issues, developing suitable cluster model 

for small and medium scale industries. 

Also , the education curriculum focuses and 

prepares students to enter into service industry IT 

rather than exposing students to opportunities in 

the manufacturing sector like solar ,electronics 

industry. Reviving the medium scale industries 

by infusing adequate capital and availability of 

power will give an impetus not only to the 

employment opportunities but also to the 

manufacturing output.. It is high time for us to 

give more attention to manufacturing sector if 

sustainability of the economy is the  

key objective. 

1. Indian manufactrng is raw material oriented 

2. Less diversified in terms of products 

3. Inefficiency of labour 

4. Lack of technology….therefore—-less 

competitive 

5. Not environment friendly 

Need: 

1. Technology orientation 

2. Skill development—-high value specialised 

product 

3. Product diversification 

4. Healthy mix of large scale, small scale and 

cottage base. 

5. Exploration of new markets 

 

Q- ―Manufacturing activity, required for 

boosting employment and perking 

up economic growth, has taken a hit due 

to structural issues.‖ Examine. (200 

Words)  

 

Manufacturing sector‘s contribution in Indian 

growth story has been stagnant around 16% over 

last 2 decades. India‘s non-classical growth story 

is result of structural and systemic problems with 

manufacturing sector. 

 

This sector provides for unconditional 

employment with scalability of skills plus export 

potential is immense which would help stabilize 

CAD and boost economic activity. 

 

Major impediments surrounding manufacturing 

activities are lack of infrastructural capacities like 

power, roads; supply chain management, 

governance issues;stringent labour laws; low 

product diversity etc along with long gestation 

period, a peculiar feature. For eg. Capital goods 
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sector, factor which makes IIP volatile due to 

greater time difference between investment and 

output. Policy incoherence is also major issue 

grappling the production since NMP hasn‘t been 

able to deliver owing to its divergence with 

India‘s trade policy. Co-ordination between 

ministries which are functioning as silos is need 

of the hour 

 

Also the value addition capability is also not 

addressed adequately owing to myopic outlook 

For eg: Iron ore is being exported to China, but 

with strong manufacturing sector we‘d directly 

able to produce steel from it adding to economic 

stability. 

 

However as government has actively launched 

projects like e-biz, Invest India & liberal FDI 

initiatives, comprehensive structural reforms are 

on the way 

 

Infrastructure (energy, ports, roads, 

airports, railways) 
 

Q--In the light of the importance 

of hydroelectric power projects (HEPs) 

to India‘s energy security, critically 

comment on the problems being faced 

by this sector.  

 

India‘s major concern in becoming a global 

power, is to attain energy self – sufficiency. Since 

our fossil fuels are limited and non – renewable, 

renewable sources of energy will be come 

increasingly critical. 

According the the 12th FYP, India has a total 

hydro-electric potential of 1,50,000 GW, of which 

almost 2/3rd remains untapped. The major 

challenges towards it‘s resolution  are: 

International Relations, as in many of our 

northern rivers originate in China which can 

anytime control the flow rate to our 

disadvantage. This is a key security concern. 

Similarly India is bound with Pakistan through 

the Indus Water treaty, which has delayed 

projects ( ex : Kishanganga) due to disputes. This 

delays projects and increases their costs. 

Environmental concerns, case in point being the 

Uttarakhand disaster which highlighted that 

developing HEPs without due- diligence and 

concern for environmental impact can cause 

disastrous consequences. This creates a negative 

attitude of the people due to mortal fear and 

generates massive local opposition. 

Social costs are huge, like massive displacement 

of people from their homes and loss of livelihood. 

This raises the dilemma of development without 

human concerns, 

Low water availability in southern rivers that are 

largely monsoon dependent. Thus a non reliable 

source in the South. 

HEPs are significant strategically as well as in our 

efforts to decrease our carbon footprints. We 

however, need to build an integrated approach 

along with other sources of power to create an 

efficient, reliable and cheap overall power 

infrastructure. 

  

  

  

Importance of HEP 

• Diversification: india is higly dependent upon 

coal and oil imports for electricity burden which 

is a major cause of its ‗twin deficits‘. HEP can 

play a major role in diversification based on 

indigenous sources 

• Limited fossil fuels for conventional energy 

Present scenario: 

India is blessed with immense amount of hydro-

electric potential and ranks 5th in terms of 

exploitable hydro-potential on global scenario. 

According the the 12th FYP, India has a total 
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hydro-electric potential of 1,50,000 GW, of which 

almost 2/3rd remains untapped. 

Problems: 

• Environmental clearances – due to 

submergence of vast territories of flora and fauna 

and lack of a robust environmental impact 

assessment, many projects are stalled 

• Displacement – due to submergence of 

thousands of villages, many villagers are 

displaced. However, due to lack of effective 

resettlement and rehabilitation, protest prevent 

projects to come up e.g Narmada Bachao 

Andolan 

• High capital costs – it is a capital intensive 

sector and there is lack of funds with the 

Governemnt 

• Time and cost overruns – due to delay in 

clearances, cost and time invariably shoot making 

the project unviable. 

• Inter state disputes – on interstate rivers with 

disputes lingering for decades 

• External disputes – india‘s trasboundary rivers 

are saddled with disputes or management issues 

with Countries like China, Bangladesh and 

Pakistan. 

• Technical expertise – India lacks expertise in 

determining which kind of dams (small, medium 

and large dams as well as run of the river or 

storage dams) will be useful in an innovative way 

• Administrative delays 

An integrated Energy policy with a defined plan 

of action in achieving Hydroelectic potential of 

the Country are needed. It needs to be followed 

with effective implementation. 

 

Q-In your opinion why do railway 

accidents keep occurring? What are the 

problems being faced by the Indian 

Railways when it comes to ensuring 

safety? Critically examine measures 

taken so far in this regard. 

 

Railway accidents include fire, derailment, 

collision, human and animal run-over etc. 

Various reasons like improper railway 

infrastructure, laxity of personnel, corruption, 

poor leadership etc lead neglect of this menace. 

Therefore concrete steps like investigation and 

timely investments do not succeed. Thus 

accidents keep occurring. 

Railway infrastructure encompass among others 

– tracks, rolling stock, safety gears, bridges, 

signalling equipments, breaks etc. Such infra need 

regular maintenance and replacement. Owing to 

shortage of funds and technology, this does not 

happen. Government setup railway safety funds 

in 2001 and 2011 to clear the dues for them. Still 

financial health remains poor. 

Kakodkar Committee, 2006, pointer out many 

issues and solutions for the same. Major stress 

was on accidents at road crossings. It indicated 

towards callousness of on rail and off rail 

personnel. Again, a major investment was 

designed . But again these investments remain 

dismal owing financial health. Not  hikes in fares 

or cess. 

Among other problems, political leadership, 

administrative control , technical staff and 

corruption , make a vicious circle around this 

failure. Recent fires suggest poor fire-resistant 

material used in coaches. Investigations are slow 

and not followed later. Recently, Sam Pitroda 

committee framed a modernisation plan. 

However, despite all this in public domain, 

problems exist. Leadership, financial health and 

safety seem to have some relation, which need to 

be put in place. 

  

When it comes to travel, nothing is as exciting as 

travelling by train but there have been fear 

among people now because of increasing cases of 

derailments and fire accidents in Indian railways 

every year. 

Main Causes behind this are- 



INSIGHTS SECURE PAPER – 3 COMPILATION OF QUESTIONS AND ANSWERS 

 

http://insightsonindia.com   Page 178 
 

1) Outdated technology/infrastructure – old 

tracks, rolling stock and bridges leads to slow 

speed restrictions and derailments. 

2) Negligence in safety inspections due to 

incompetent employees and poor construction 

methods. Indian Railways is short of 1.42 lakh 

safety staff at present. 

4) Lack of automated signaling systems – very 

few interlocking systems but large no. of 

manually signaling system. 

5) Overcrowding – sitting on the roofs or 

standing on the gates increase the risk for injuries 

and deaths. 

6) Ineffectiveness of the flame retardant material 

in the coaches. 

Measures taken- 

The non-lapsable Special Railway Safety Fund 

(SRSF) of Rs 17,000 crore was set up in 2001 to 

wipe out arrears in tracks, bridges rolling stock 

and signaling gear. And it was done with good 

efforts till 2008. But now there is again piling up 

of arrears. So there is a proposal for Rs 40,000 

crore Safety fund again. 

Technology mission on railway safety has been 

started in collaboration with IIT Kanpur. High 

Level Railways Safety Review Committee under 

Mr. Anil Kakodkar recommended the creation of 

a statutory Railway Safety Authority and Railway 

Research and Development Council (RRDC). 

Anti-Collision Devices (ACD) were installed in 

Konkan Railway on pilot basis. Expert Group on 

the Modernization of Indian Railways under the 

chairmanship of Mr. Sam Pitroda expressed that 

these are need to be installed in all trains. 

Induction of fire-proof coaches in new trains and 

replacement of old coaches by LHB coaches 

(which do not get turned over or flip in case of a 

collision) is going on but the speed is very slow. 

  

Gps monitoring  

Govt. is developing high-speed rail network all 

over India which is glamorous but requires a very 

strict safety culture. Building the dedicated 

freight corridors to avoid rush is also good. But 

Phasing out level Crossings (manned or 

unmanned) is also necessary to minimize the 

accidents. Having a dedicated wing for fire safety 

akin to the Railway Protection Force (RPF) is the 

best way to tackle fire mishaps. 

  

  

The very structure of the organization is more 

centralized, top heavy and hierarchical much to 

the detriment of a functional and objective 

oriented organization. At the functional level, 

there is a distinct lack of empowerment resulting 

in what is known as ―implementation bug‖. 

In addition IR faces a huge financial crunch. 

Passenger fares are not increased to appease 

populist sentiments all the while increasing 

passenger carrying trains on an already 

overloaded infrastructure. Investments only 

constitute 4% of the total investment in the sector 

and various bureaucratic and regulatory issues 

including land acquisition, approvals from state 

governments stall new projects. 

There is no practice of independent safety 

regulation by an independent agency separate 

from operations. Research Design and Standards 

Organization(RDSO), apex technical wing of 

Indian Railways, much like the railway board, is 

need for a complete restructuring. Signaling 

systems, crossings, coaches, safety instruments 

and guidelines are either obsolete or blatantly 

disregarded 

To its defence the government has initiated some 

safety measures. 5,400 unmanned level crossings 

were eliminated during the last five years. There 

are plans for induction of indigenously developed 

Train Collision Avoidance System(TCAS) and 

audio visual warning to road users. Over 2.5 lakh 

Class C and Class D posts were filled in the last 

five years. To prevent fire related accidents, fire 

retardant materials inside coaching vehicles are 

adopted. 

 

A non-fungible non-lapsable safety fund should 

be generated through safety cess on passengers 
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and the dividend payment of Rs.5,000 crore to the 

Government of India should be stopped. 

Most importantly for Indian railways to become 

safe and competitive, a sincere and long term 

approach is to be adopted. A climate of drift, 

sudden policy switches and adhocism only serve 

to keep a great institution far below its true 

potential. The safety of passengers cannot be just 

an afterthought 

 

Q--Examine the sources of revenue for 

the Indian Railways to implement 

various reforms to ensure safety and 

efficiency in its operations. 

 

Railway is the backbone of the country over 

which our economy ( 3rd largest in the world 

currently stands ) . However it has been facing 

continuous losses in the past years due to fares 

being low , no or minor revisions in the fares , 

unviable routes opened up for political mileage , 

inefficient management systems , multilayered 

bureaucratic structures governing it etc . The 

operating efficiency of railways is 94%. In such a 

situation a situation it becomes paramount to fan 

out the sources of revenue: 

1)Increased efficiency :: Operating cost should be 

brought down by plugging the redundant 

structures and improving efficiency of loss 

making routes. 

2)Premium services :: People are ready to pay for 

premium services like wifi , food on demand , 

comfort which can be charged higher than 

normal. 

3)FDI and PPP : FDI and PPP can be certainly 

used as investment models in customer services , 

infrastructure building , IT systems etc . However 

care must be taken on not compromising on the 

welfare functions of the railways. ( source of 

travel for a large number of economically weakest 

part of the country) 

4)Scrap or cut down on projects which have only 

been announced for political mileage. 

5)70% of railway revenue comes from freight , yet 

it contributes only to 30% of total freight in India. 

This could be increased through projects such as 

DFC . ( Stress should be on completing them as 

early as possible) . 

6)Continuous revision of fares through an 

independent and autonomous authority. ( 

Revising them based on inflation , increase in fuel 

charges etc . ) 

Time has come when the balance needs to shift 

adequately towards commercial nature of 

railways before it becomes unviable for even it‘s 

welfare functions. 

 

 

Q. Railways have been at the very heart 

of modern Chinese 

nationalism.  Compare and contrast how 

railways have been used as a tool of 

economic progress and national 

integration in China and India. 

 
Answer- 

 In the progress of india indian railways 
contribute a lot but as compare to our 
neighbouring country china indian 
railway is a trulte. 

 As india n china got independence almost 
at the same time.., 
indian railways started much earlier than 
china i.e. Indian(1853) n china (1876), 
india has more railway line then china at 
the time of independece( 53596 km track, 
27000 km respectively). 

 But now china has cross indian railways  

 In india roadways is still dominating 
transpotation sector. Where as chinies 
railway is one the largest railways after 
US n russia..china expand their railways 
outside the country…n contributing in 
foriegn trade.. It support the alternative 
route for indian ocean to china. 

 It also support the landlocked states of 

southwestern china n border states of tibet to 
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connect with shanghai which is very far. And the 

max speed of rails are appox 300 kmph 

 

Q--Examine the prospects and potential 

of wind energy generation in India. 

Explain what measures has government 

taken to harness wind energy in India. 

 

The Indian wind energy sector has an installed 

capacity of nearly 20,000 MW. In terms of wind 

power installed capacity, India is ranked 5th in 

the World after USA, Germany, China and Spain. 

Geographic Location and Wind Potential: 

Tamilnadu, Gujrat, Maharastra and Karnataka are 

the leading producers. It is estimated that with 

the current level of technology, the on-shore 

potential for utilization of wind energy for 

electricity generation is nearly 102 GW. India also 

is blessed with nearly 7500km of coastline and its 

territorial waters extend up to 12 nautical miles 

into the sea. The unexploited resource availability 

has the potential to sustain the growth of wind 

energy sector in India in the years to come. 

Wind energy utilization creates many more jobs 

than centralized, non-renewable energy sources. 

Also the ease and accessibility of manufacturing 

technology has given entrepreneurs with new 

business options to venture in. Wind turbine is 

suitable to install in remote rural area, water 

pumping and grinding mills. 

Electricity losses in India during transmission and 

distribution have been extremely high over the 

years. India is facing peak power shortfall of 13% 

due to Theft of electricity. shortage of electricity 

has adversely affected the country‘s economic 

growth. Hence a cheaper, non-polluting and 

environment friendly solution to power from 

Wind energy in rural India is needed. 

Govt. measures to encourage the Wind Energy: 

Our policy framework in wind energy generation 

is extremely investor-friendly, and an attractive 

tariff and regulatory regime provide a strong 

foundation for the growth of the sector. Some 

measures by govt. are- 

1. CERC provides Tariff orders for procurement 

of power from Wind Energy Generators 

including Interest on loan Capital, Depreciation, 

Interest on Working Capital and Operation & 

Maintenance Expenses. 

2. Accelerated Depreciation- is tax benefit allows 

projects to deduct upto 80% of value of wind 

power equipment during first year of project 

operation. 

3. Indirect Tax Benefits-concessions on excise 

duty and reduction in customs duty for wind 

power equipment. 

4. Central-level Generation-based Incentives is 

available for independent power producers with 

a minimum installed capacity of 5 MW . 

5. Renewable Purchase Obligations-with a 

requirement that renewable energy supplies 

between 1% and 15% of total electricity. - 

6. Renewable Energy Certificates have been 

issued. 

But still high percentage of the hardware cost (for 

large Wind Towers) is mostly spent on the tower 

designed to support the turbine. The government 

is expected to reinstate accelerated depreciation 

for investments into wind energy projects and 

accord priority sector lending for the entire 

renewable energy segment to give a fillip to non-

conventional energy resources. 

  

  

• India now ranks 5th in the world in wind 

energy in terms of installed capacity which is 

21000 MW. 

• Wind energy has been the fastest growing 

renewable energy source in India. 

Potential 

• Long coastline of 7500 km . wind blows faster 

and more uniformly at sea than on land 

• The prerequisites for maximizing wind 

potential viz. a robust manufacturing base, wind 

resource availability; regulatory framework and 

investor confidence are available. 
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• The states such as Tamilnadu, Gujarat, 

Maharashtra, Rajasthan, etc are having great 

potential of wind farming and which together are 

producing almost all of India‘s wind energy. 

Government steps 

• Generation Based Incentive (GBI) – incentive of 

50 paise per unit of electricity fed into the grid 

from wind power projects 

• package of fiscal and financial incentives 

including concessions such as 80% accelerated 

depreciation, concessional custom duty, excise 

duty exemption, sales tax exemption, income tax 

exemption for 10 years, etc. 

• State Electricity Regulatory Commissions are 

determining preferential tariffs for the electricity 

produced from renewable energy sources, 

including wind energy. 

• Central Electricity Regulatory Commission 

(CERC) has issued guidelines for tariff 

determination of renewable power including 

wind energy. 

 

Q--Write a note on Tender SURE 

(Specifications for Urban Road 

Execution) 

 

The Tender SURE (Specification for Urban Road 

Execution) is a set of guidelines to design, 

specification and procurement contract for urban 

road development. It is a kind of road standard to 

prepare durable, proper drained and budget 

efficient road infrastructure in the cities. 

Tender SURE specifications mandates the 

integration of networked services under the road 

such as water, sewerage, power, gas and other 

drains. The design under Tender SURE prioritizes 

the safety and comfort of pedestrians and cyclists 

apart from high speed vehicles. It also recognizes 

the needs of street vendors and hawkers. 

The Tender SURE specifications was launched 

together by Bangalore City Connect Foundation 

and Jana Urban Space Foundation and so far has 

been allocated the funds to the tune of Rs. 200 

crore in order to construct many roads across the 

Bangalore city. 

Road development specifications such as Tender 

SURE is certainly a boon for any business in the 

field of road development and certainly with 

government support and funding it can change 

the shape of our road infrastructure which 

otherwise is in the sorry state of affairs despite 

huge money towards its repeated construction 

and maintenance. 

 

Q-Discuss the importance of digital 

infrastructure to India‘s economy. 

Examine the problems being faced by 

this sector. 

 

Digital infrastructure or e-infrastructure is 

generally referred as the network which 

facilitates data communications and storage for 

various purposes of governance, economy and 

other similar needs. 

 

This infrastructure includes data centers, 

computers, computer networks, Database 

Management devices, and a regulatory system. 

  

 Service led economy and need for better 

governance prove its importance. Its benefits are 

multifaceted and interdisciplinary. 

Digital infra shall help in traditional factors like 

growth, employment, further investment, 

development, ease of use for both business and 

consumers etc. Also e-Governance follows from 

it. Be it transparency, accountability to tackle 

corruption. Or be archiving public records so as 

to avoid their destruction or manipulation. 

CCTV‘s, Bio-metric Attendance systems, GPS 

tracking technologies etc all help in various 

sectors of investigation, security, policing, 

identification etc. Web-Broadcasting, Video 

conferencing, help in education (EDUSAT), 

healthcare, financial inclusion. 
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Even power sector, transportation, ports, 

logistics, i.e. almost every department today 

requires digital infrastructure. 

  

NOFN . 

National Knowledge Commission was set up to 

usher second phase of institution building in 

India, National Innovation Council to is working 

in this direction 

CCTNS (Crime and Criminal Tracking Network 

& Systems), linking all police stations, using Bio-

metric Data for crime investigation, 

 digitization of education by EDUSAT and 

NPTEL programs etc. 

  

  

Major problems faced by digital infrastructure are 

1) Basic flaws in design, implementation and 

delivery of the project. 

2) Corruption in departmental level which leads 

to inordinate delays and leakages. 

3) No co-operation from physical infrastructure 

like electricity, connectivity, transporation for 

implementing the projects and executing it. 

4) Digital literacy in India is still at below par 

levels. 

5) Skilled human capital in this sector is lower 

than other sectors. 

Problems faced by it are many. Lack of funds, 

technology, skilled labour, resources, Research 

and Development is there . On the other hand, 

requirements are large, be it in terms of area or 

scale or number or intensity. Policy Paralysis and 

poor leadership inhibit its growth. New 

Partnerships from various stakeholders and new 

models of investments are needed to fulfil the 

need. 

 
 

Q) Write a note on real estate investment 

trusts (REITS) and explain why was it in 

news recently. 

 

REITs is an investment trust that owns and 
manages a pool of commercial properties and 
mortgages and other real estate assets; shares can 
be bought and sold in the stock market akin to 
other equity shares. 
Advantage to REIT is to liquidate the investment 
already made in real estate through new investors 
  
These have been in the news lately ever since 
SEBI has re initiated the process of introduction of 
REITs in India and issued guidelines for REITs to 
come in to existence within the regulatory 
framework(REITs Regulations 2013). 
It provides option for investor in their investment 
portfolio, to invest in Real-Estate with a small 
investment,through a regulatory mechanism,this 
is helpful as investment in real estate is risky and 
capital intensive.Preferred choice of pension fund 
or investment fund for their stable annuity 
income. 
Generally REITs offer higher dividend yields. 
 

 

Q-Comment on the recommendations of 

Parekh panel on infrastructure‘s interim 

report. 

 

 Parekh Panel was formed to give 
recommendations on improving 
infrastructure in India and suggest methods 
to mobilize resources. 
In its interim report, the panel has 
recommended realistic fair pricing for 
railways, natural gas, electricity and ports. 
On tax and other issues, the committee had 
said overarching impediments such as 
delays in land acquisition and environment 
clearances, taxation and General Anti-
Avoidance Rule-related issues and 
regulatory uncertainties, should be 
addressed urgently 
It also suggested, import of coal to meat 
domestic requirements, guarantee 
operations to enable the flow of non-bank 
long-term credit for infra projects, especially 
insurance and pension funds, expedite 
capital-dredging in ports, bring rate 
deregulation, and expedite new ports 
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construction. Also, Public-private 
partnership to be encouraged. 
Its suggestions are most welcome, as India 
is highly crumbled under subsidy regime. 
But, high inflation has also hit hard to poor 
sections of society. Thus, welfare measures 
such as low fair for general compartments 
in railways, subsidy to target poor sector in 
gas, kerosene, oil, electricity need not be 
removed. Rather, a restructuring is 
required. 
Land related issues are highly critical due to 
its shortage and corruption in land deals. 
India is also facing huge environmental 
problems. Thus, delays need to be tackled 
with in these areas, but only after ensuring 
safety and security of environment and 
people. Also, it should not create any law 
and order problem. Rest, all its 
recommendations are pro-growth and 
urgently need to be implemented as they 
are.  

 The Deepak Parekh Panel has been 
constituted by the planning commission to 
provide a road map on financing the 
infrastructural requirements for the 12th 
five year plan. The committee consisting of 
various experts from Banks, and real estate 
giants are expected to provide a blueprint of 
how the estimated investment 56 lakh crore 
can be arranged during the period. 
The committee has given its interim report 
with many recommendations, some of them 
such as raising the FDI in 
telecommunication to hundred percent, is 
already accepted. Other major 
recommendations include, realistic pricing 
for various infrastructure based services 
such as railway passenger services, 
electricity consumption, natural gas, ports 
service etc to attract major investments. 
Also, major policy impediments such as 
delay in acquisition, environmental 
clearance, retrospective taxation, and Anti-
Avoidance rules should be done away with 
more pragmatic policies to increase long 
term investment. 
The recommendations also include major 
overhaul in railways with allowing more 
public-private partnership in dedicated 

fright corridor, redevelopment of railway 
stations, and high speed rail project etc. 
The infrastructure is among the basic unit of 
growth and overall development and it 
requires major investment which is only 
possible with Public-Private partnership. 
However, this association requires policy 
changes and political will to implement the 
recommendations. 
  
  
Deepak Parekh‘s interim infrastructure 
report gave recommendations in every 
sector of infrastructure. Some of the 
important recommendations included the 
following. 
He recommended compatible prices in 
service sector especially power. According 
to him, the increase in price in the power 
sector should be transferred to the 
consumer‘s end, so that there is no 
additional pressure on the government due 
to price rise. Though he is practical in this 
approach, but the huge number of people 
living in LIG cannot be overlooked, and 
therefore cutting down subsidies would 
render the slowing down of economic 
development at this point. 
He called for sustainable fares and PPP in 
railways. This is a good step as the Indian 
Railways is running into loss and fare hike 
will arrest its deficit. Also Private 
involvement in railways would lead to its 
expansion and improvement in standard. 
But, while implementing this measure, we 
should keep in mind that railways cater to 
rich and poor alike and hence, the fares 
should be revised keeping majority of the 
population in mind. 
Airports and ports were suggested to 
expedite award of projects, so that it may 
result in the fast track completion. This 
would result in competitiveness and hence 
better infrastructure generation. 
His recommendations which have already 
been implemented includes the high speed 
freight corridors and building of high speed 
bullet trains, 100% FDI in telecom, instead 
of 74%(because according to him, for Indian 
companies, this 26% would be difficult to 
control if its presence is to be made in PAN 
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India). The NHAI has also plans of 
implementing the construction of 
expressways in its Phase III. 
The role of IIFCL (Indian Infrastructure 
Finance Company Ltd.) was reviewed and it 
was recommended that it change to 
guarantor rather than direct lender to 
infrastructure projects. This would result in 
more involvement of private companies in 
the infrastructure projects, and the financial 
burden on IIFCL would be reduced. It 
would be able to sanction more projects as a 
guarantor and this would lead to faster 
growth. It also recommended setting up of 
its instrument in foreign countries, which 
would lend foreign currencies to Indian 
infrastructure projects at a lower rate, so as 
to promote the infrastructures. However, all 
of these recommendations have already 
been implemented, and a wholly owned 
subsidiary of IIFCL has already been set in 
London for financing Indian infrastructure 
projects. 
Last, but not the least, it was suggested that 
the delay caused by environmental 
clearances, land acquisitions and taxation 
issues should be done away with, for 
promoting faster growth of infrastructure. 
This can only be achieved by restructuring 
and revamping regulatory framework for 
transparency and growth of infrastructure 
projects. 

 

Q--The Sundar Committee Report of 

2011 on road safety issue is an important 

step forward. Critically examine its 

recommendations and their importance. 

  

In 2011, the S Sundar panel had suggested 

comprehensive changes in the 1989 Central Motor 

Vehicle Act. Apart from recommending hefty 

fines as well as a penalty that could lead to 

revoking of a license, the panel mooted 

delegating more power to states and providing 

adequate compensation to victims. 

The main recommendations of the Committee 

include creation of the National Road Safety & 

Traffic Management Board, an Apex body which 

will have regulatory functions (i.e. would set 

standards and designs for mechanically propelled 

vehicles and National Highways) as well as 

advisory functions ( i.e. would advise 

Government on various road safety aspects). It 

also recommended creation of a dedicated fund 

namely ‗National Road Safety Fund‘ by allocating 

1% of total proceeds of cess on diesel and petrol . 

This report‘s scope included road engineering; 

vehicle safety design; crash investigation, data 

collection and analysis; knowledge production, 

research and institutional linkages; road user 

behaviour strategies and education; capacity 

building; traffic management & enforcement; and 

post-trauma medical care. In addition, a decision 

was taken to implement road safety based on 4Es: 

education, enforcement, engineering (roads & 

vehicles) and emergency care. 

Unlike the West, traffic in India is a virtual maze 

with pedestrians, cyclists, three-wheelers, cars 

and two-wheelers jostling for space on poorly 

designed roads. Moreover the automakers are 

now keen on targeting rural India as their new 

growth markets, so motorization is all set to rise. 

So, the best bet will be to opt for strict 

enforcement and frame laws based on the Sundar 

committee report. Along with it, the need of the 

hour is to educate people on the realities of losing 

lives in accidents. Hence, law enforcement and 

teaching safety are the key points to be focused 

upon. Overall, road safety has to become a key 

national mission that invites active participation 

from every individual. 

 

 

 

Q--‖ Land markets are arguably the most 

distorted factor markets in India. Its 

issues are at the heart of India‘s most 

pressing challenges from governance to 

growth, education to manufacturing, 

taxation to urbanisation, and 
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environment to energy.‖ Critically 

comment. 

Between 1991 to 2011, India has added more 

people than its entire population at the time of 

Independence. Land to population ratio is slated 

to aggravate by fourfold by 2050. The biggest 

irony is now that – the more prosperous India 

becomes(if 7-8% growth is achieved in next 2 

decades) the more serious will be the problem of 

relative land scarcity. 

 

However, this Land Market distortion isn‘t just 

confined to the rhetoric of population alone. 

There are sheer numbers of other normative 

concerns addressing myriad of problems ranging 

from equity concerns to ecological concerns such 

as delays projects due to protests and resistance 

over land acquisition by power developers 

through eminent domain powers of the state.  

 

The Land market is further distorted by the State 

intervention in the name of protecting vulnerable 

communities or for achieving orderly growth of 

Industries. The poor land administration on the 

part of the state, ie, incomprehensive, outdated 

and inaccurate land records further necessitates 

Project developers to prefer going through 

eminent domain powers of the State rather than 

through Land market.  

 

This distortion gets further compounded by High 

Transaction costs involved, for instance, average 

stamp duty in most of the States are in the range 

of 9-10% of transaction value, which is very high 

by International standards notwithstanding the 

fact that Liquidity in Land market is very low 

compared to other asset classes. Parking lot of 

Huge BLACK MONEY.  

These are problems India will have to find 

answers to or else India must Plan as much for 

the contingency of Success as Failure. 

  

Q) Comment on the Jawaharlal Nehru 

National Solar Mission (JNNSM) and its 

objectives. 

 

India, with around 300 sunny days in a year is 

capable of producing 5,000 trillion kilowatts of 

clean energy. If this energy is harnessed 

efficiently, it can easily reduce India‘s energy 

deficiency with no carbon emission. 

JNNSM, targets to install 20,000 MW of grid 

connected solar power by 2022 and aims at 

reducing the cost of solar power generation in the 

country through long term policy, large scale 

deployment, aggressive R&D and domestic 

production of critical raw materials. 

The objective of the JNNSM is to establish India 

as a global leader in solar energy, by creating the 

policy conditions for its large scale diffusion 

across the country as quickly as possible. The 

Mission under the aegis of Ministry of New and 

Renewable Energy has adopted a 3-phase 

approach: 

Phase Targeted capacity addition Deadline 

Phase I 1000-2000 MW Mar 2013 

Phase II 4000-10000 MW Mar 2017 

Phase III 20000 MW Mar 2022 

In phase I, it achieved a capacity addition of 1,100 

MW. The second phase got delayed due to a 

dispute at the WTO over the Mission‘s domestic 

content requirement guidelines and dumping 

charges by Indian manufacturers on solar cells 

from China, US, Malaysia and Taiwan. 

After facing delays, trade disputes and industry 

tiffs, phase II is back on track with aims to achieve 

a capacity addition of 10,000 Mw by 2017. The 

country‘s current solar power capacity is 2,600 

Mw and the government hopes to cross 20,000 

Mw by 2022. The government is hopeful and 

striving hard to achieve the Solar goal. 

  

4) In the light of both domestic and foreign policy 

initiatives, critically examine India‘s energy 

security scenario. 
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India‘s energy security is dependent mostly on 

thermal energy followed by hydro and nuclear 

energy. Non conventional sources of energy such 

as solar, wind, bio etc. are not significant 

producers as of yet. 

India depends immensely on import of raw 

materials such as coal, petroleum , natural gas for 

its energy production. 

Domestic initiatives 

1) JNNSM launched to incentivise solar power 

generation. 

2) Monopoly of coal India ltd. gradually being 

ended. Opening up of coal blocs for private 

companies. 

3) Promoting research on Thorium based nuclear 

reactors to take advantage of the immense 

thorium reserves in the country. 

4) Making agreements for exploration and 

extraction of natural resources more industry 

friendly to attract them. 

5) Creating a complete map of Hydro electric 

potential of different regions to exploit it. 

Though these measures have addressed the 

energy sector issue considerably, there are still 

many issues unaddressed such as 

1) No emphasis on improving quality of coal 

through coal washer techniques and other new 

technologies. 

2) Encouraging research on shale gas and coal 

bed methane to make them viable and 

productive. 

3) Incentivise research on Bio energy and gas 

hydrates. 

4) Making ethanol blending mandatory. 

Foreign policy initiatives 

1) hydro power sharing arrangements with 

Bhutan and Nepal. 

2) proposed gas pipeline from Russia and 

Turkmenistan. 

3) civil nuclear agreements with Russia for aiding 

in construction of nuclear plants. Initiated talks 

with France for investment and technology 

transfer in nuclear energy. 

India‘s foreign policy has not pursued energy 

security aggressively and has had to face 

competition from china all around. Thus foreign 

policy initiates for energy security has so far not 

had significant contribution. India has been slow 

to take advantage of immense oil discovery in 

Myanmar due to its reluctance to deal with a non 

democratic government. Though ONGC has had 

considerable presence in foreign gas and oil 

exploration and extraction, none of it receives 

India due to poor linkages either via pipelines or 

sea routes. 

Our foreign policy determines our energy 

scenario rather than the other way round where 

energy scenario should determine foreign policy. 

This needs to change if we have to get our due 

share in this highly competitive times. 

  

Q--What is geothermal energy? How is it 

produced? Examine in which parts of the 

world its production is more. 

Business Standard 

Geothermal energy is thermal energy generated 

and stored in the Earth. It is contained in the 

intense heat that continually flows outward from 

deep within the Earth. Temperature increases 

from Earth‘s surface down through the crust. 

In certain areas, rain water seeping down through 

cracks and fissures in the crust comes in contact 

with this hot rock and is heated to high 

temperatures. Some of this heated water 

circulates back to the surface and appears as hot 

springs and geysers. However, the rising hot 

water may remain underground in areas of 

permeable hot rock, forming geothermal 

reservoirs with temperatures more than 3,500 

Celsius, can provide a powerful source of energy. 

Geothermal reservoirs within about 5 kms of the 

Earth‘s surface can be reached by drilling a well. 

The hot water or steam from wells can be used to 

turn turbine generators to produce electricity in a 

geothermal power plant. These plants were 

traditionally built exclusively on the edges of 

http://www.business-standard.com/article/opinion/barun-roy-the-geothermal-alternative-114070901395_1.html
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tectonic plates where high temperature 

geothermal resources are available near the 

surface. 

In 2010, the United States led the world in 

geothermal electricity production followed by 

Philippines, Indonesia, Mexico and Italy. The 

largest group of geothermal power plants in the 

world is located at The Geysers, a geothermal 

field in California. 

It is relatively environment friendly which can 

provide constant power, with a scope to reduce 

use of conventional non renewable polluting 

fuels. 

 

Q-What do you understand by ‗water 

security‘? Examine what steps are 

necessary to be taken to ensure water 

security in the country. 

 

Water security is the availability and accessibility 

of clean water across society(assuring equity)and 

across generations(assuring sustainability). 

Steps required: 

Supply side: 

a)Rain water harvesting specially in dry 

areas,should be made mandatory in urban areas 

through legislations.eg. gujarat. 

b)small scale hydro projects:make use of surplus 

waters in the rivers without affecting ecological 

flows. 

c)watershed management, including afforestation 

and soil conservation will help recharge ground 

water resources. 

d)technological interventionslike desalinization to 

be taken up where other methods are not 

availaible.eg. in kavaratti island 

2)Demand side : 

a)conservation via recycling(domestic and 

industrial waste water),more efficient use(eg. 

Low flush toilets,drip irrigation etc) 

B)costing:reduce wasteful subsidies which make 

conservation unattractive,apply polluter pays 

principle to fund clean ups and water apart fron 

essential uses should be treated as an economic 

good. 

c)awareness generation to encourage people to 

become conservationists. 

As our population and growth aspirations grow 

our water requirement ,the supplies of which are 

almost fixed)are bound to increase,therefore 

resorting to demand side measures will ensure 

sustainability. 

  

  

As the second most populous country in the 

world, with a huge and booming economy, 

India‘s future food and water supplies are 

uncertain. Rapid urbanization and a new found 

passion for consumerism has led to physical 

water scarcity in Indian river basins. According to 

National Water Policy of India (2012) we should 

treat water as ECONOMIC GOOD to promote its 

conservation and efficient use. This policy also 

suggests many alternatives for efficient water use. 

There are various challenges and alternatives to 

tackle the water crisis: 

AGRICULTURE SECTOR: 

- This sector needs improvement in water usage 

efficiency by effective irrigation practices, by 

introducing micro level land use planning; 

- Adoption of rainwater harvesting and 

watershed management techniques; 

- Reduction of subsidies on power supply 

particularly for pumping water; 

- Prevention of ground water exploitation by 

introducing differential 

pricing, rewards and punishments; 

- Implementation of National River Link project 

which aims to connect 30 

rivers and canals to generates 175 trillion litres of 

water. 

INDUSTRIAL SECTOR: Recycling and treatment 

of industrial wastewater should be encouraged 

through regulations and subsidies; 

DOMESTIC SECTOR: A policy for mandatory 

rainwater harvesting in cities should be 
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introduced alongwith proper water storage 

facilities, 

- watershed development programme for this can 

be a solution; 

- Propagation of efficient water usage; 

- Creation of awareness about water conservation 

among common public. 

Apart from above basic factors mentioned in 

National water policy of India, few other 

substitutes could be: 

AFFORESTATION should be promoted on 

priority basis. 

DESALINATION OF SEA WATER: With solar 

power, it can be a viable and economical solution 

to meet the water needs in coastal areas. 

RESEARCH AND DEVELOPMENT: There is a 

need for investing in research related to ground 

water monitoring, weather forecasting, breeding 

water efficient and drought resistant crops and 

varieties which can cope up with the changing 

climatic conditions, arising due to global 

warming. 

India is not a water deficit country, but due to 

severe neglect and lack of monitoring of water 

resources development projects, several regions 

in the country experience water stress from time 

to time. The challenge is manageable provided 

we have favourable policies and mechanisms to 

persuade our people to change their lifestyle. 

 
 

Q--Critically analyse the reasons behind 

crises in the power sector in India. 

 

One can split the answer with respect to 

constraints in (1) Production (2) Transmission (3) 

Distribution 

Reasons for crises in power sector in India - 

a. Delay in environmental clearances of coal 

mining – Due to strict environmental norms coal 

mining activities have slow down leading to 

decrease in production of coal. A large number of 

these projects are awaiting government‘s 

approval. 

b. Monopolistic production of coal – Coal India 

Limited is largest coal producer by far. Due to its 

monopolistic position and absence of private 

players and competition mining technology has 

not improved. Shortfall in coal production is also 

result of bureaucratic way of CIL‘s operation. 

c. Under recovery – Due to high subsidies and 

power theft power distribution companies are 

suffering from under recovery. It affects power 

sector in two ways; i). It makes power 

distribution unprofitable – thus leading to 

inefficient operations and ii). Mobilization of 

resources for investment and transmission of 

power cripples. 

e. Stalled growth in alternative source of 

production – Failure in moving forward with 

Nuclear Power plants and stalled growth in 

Hydro and Wind energy sectors has created 

pressure on Thermal Power plants, leading to 

pressure on coal production. 

Poor Utilization of Electrical Equipments: Around 

30-40% power is wasted due to low power factor 

and this is very important point to be considered 

because if we can save that 30 % we have to 

produce less electricity as that wastage can serve 

the purpose. 

High Transmission Losses: The efficiency of 

electrical equipments used in Power transmission 

and distribution like transformers and other 

equipments is very poor. 

Power Theft: The biggest thread to the economy 

of nation is the theft of its resources and this has 

to be stopped. 

  

―Common man needs infrastructure, not 

freebies.‖ Examine the statement in the 

light of increasing tendency of 

governments to dole out freebies to woo 

voters. (200 Words) 

Ans:- 
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Directive Principles of state Policy guides the 

government to take initiatives for the balanced 

development of Society.Suggesting to enact Some 

Poverty alleivating,Employment Generation and 

Resource development Programs,But the Political 

Parties including left,right and centre directs their 

Principles to distribute freebies and gain Vote 

Bank. 

The distribution of Certain Necessities like 

clothes,Food and Rehabilation during disasters 

are ofcourse Mandatory.But Policies like Free 

Colour Tv‘s,Fees Reimbursement,Free Cycles,Free 

Laptops not only sets back the Nation but also 

Make citizens disguise.The Program of 

distribution of free laptops is not fully 

condemned but the Policy Makers has to peek 

into the Practicality of Infrastructure available at 

Schools and Colleges.Most Of them are still under 

lack of roofs and Electricity. 

Are th Freebies to the System or Citizens? 

The Policy makers also think about whether the 

goods are distributing to the System to grow or 

Citizens to gain Votes.It Is Not forgettable That 

India Is Spending nearly 3-4% of its Planned 

Expenditure on Freebies. 

Instead Government has to Sucessfully 

implement programs to uplift the Living 

standards of teh People so as they can meet their 

requirements independently. 

 

Q-As towns grow into cities and cities 

morph into metropolises, urban ecology 

seems to be losing ground to urgent 

demands for improved infrastructure.‖ 

Critically evaluate in the Indian context. 

(250 Words) 

 
• India‘s urban sector is growing faster than 
urban sector and most of India‘s growth id poised 
to come from urban sector. In this random growth 

of urban areas caused by both internal and 
migratory reasons, infrastructure development is 
occurring rapidly with no regard for ecology. 
• India‘s cities are already congested and major 
development is been done in periphery areas or 
by demolishing existing structures. The rapid 
influx of migrants and natural growth has placed 
severe stress on the infrastructure sector. Housing 
is woefully inadequate and costly, wastage 
disposal is non-existent in most cities and urban 
services like clean water and electricity are 
provided in bits and pieces. 
• Infrastructure development is occurring 
without any regard to the ecology of the system. 
Monstrous building are constructed by using 
imported raw material instead of using locally 
available ones, cooling is provided by air 
conditioners and eco-building are a recent 
concept. Streams and nallahs have lost their 
importance as drainage multipliers and have 
emerged as garbage disposal systems. Lack of 
segregation of residential, commercial and 
industrial functions has meant that transport 
system is hap hazard. Trees are a rare sight in any 
city barring a few protected zones 
• Such blatant disregard of environmental norms 
is not only unsustainable, it also increases the cost 
of living in a city. Lack of groundwater recharge 
makes pumping water costly. Industrial pollution 
creates micro-environment causing acid rain. 
Pollution levels are already alarming and causing 
chronic diseases. 
• It is needed to develop cities in harmony with 
nature. Homes should be powered by natural 
lightning and air. Water recharge should be 
promoted and mass transport promoted. 
 

 

Q-Briefly explain the functioning of 

Voda Voda Energo Reactor. 

―Voda Voda Energo Reactor‖ meaning water-

cooled, water moderated energy reactor. This 

Pressurized Water Reactors consists a single 

reactor core loaded with uranium dioxide pellets 

or rods immersed in pressurized water, this forms 

the primary circuit .The heat produced in the 

primary circuit is circulated to four horizontal 
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steam generator via four separate loops, the 

cooled coolant from the generators is pumped 

back by four pumping units, this forms the 

secondary cooling circuit. The safety of primary 

cooling circuit is most important as it has 

radioactive fuel. As water is used as coolant and 

moderator, in case coolant circulation fails this 

will automatically reduce the neutron moderation 

effect of the water thus ultimately slowing the 

reaction. In case power failure VVER has fast 

acting quick boron injection system and Passive 

Heat Removal System. 

 

Q-How Many Power Grids are there in 
India?Sometimes they fail what causes 
their failure? 
 
There are Five Power grids in India 
North,West,east,North-East and South. Power 
grids are power transmission centres which are 
mainly located at the power production centres. 
How Power grid Works? 
The three phase(three sinusoidal waves with 
Phase difference) power from spinning electrical 
generators (turbines) is directly transmitted to 
Power grid after stepped up using 
transformers.These Power grid transmits power 
to the Substations using transmission lines and 
from there,it is stepped down to required voltage 
and distributed through distribution lines to daily 
needs. 
Why Power grid Fails? 
It may fail due to three reasons 
1) When spinning generators or tubines don‘t 
produce enough voltage to step up 
2)Technical failure in transmission between 
generator and Powergrid 
3)when load on the power grid increases. 
Recently in North India Power grid Failed due to 
overload of the respective sub stations of states. 
 
=====power grid is interconnected network of 
tranmission line for supplying electricity from 
power suppliert o consumer. there are 5 power 
grids in india: north,east, west, south and north -
east. the power grid works on the principle of 
equilibrium between supply and demand. last 

year due to weak monsoon which lowered 
hydroelectric generation keeping temperature 
high, power demand increased and thus it put 
more stress on reactor. and it resulted in the 
failure of grid. in 2002 failure took place because 
of the failure of equipment itself due to 
fog/pollution. there are many reason for 
excessive withdrawal of power including weather 
and sudden climate change phenomenon. natural 
phenomenon can not be stopped however impact 
can be reduced only.  
 
 

Q.Would you support the continuation 

of government subsidy on fuels such as 

petrol, diesel, LPG and kerosene? Why? 

(200 Words) 

 

Fuel subsidies are touching 2% of India‘s gross 
domestic product. Fuel subsidies generally crowd 
out high-priority public spending (such as on 
health, education and infrastructure), put 
pressure on current account deficits, distort 
productive investment towards energy-intensive 
sectors and technologies, and contribute to global 
warming. But subsidy by our government varies 
from fuel to fuel depending on the use of the 
particular fuel. So any question on continuation 
of subsidy will have an answer according to the 
fuel. 
Petrol as of now has become an essential fuel 
used by all and its subsidy must be decrease over 
a long period, new and more efficient technology 
based on alternative fuel must be looked into so 
that the dependence of general public on petrol 
decrease. Diesel being a fuel used by transport 
industry must be kept under subsidy provided 
personnel vehicles using diesel as fuel must is 
taxed in such proportion to offset the benefit of 
using a cheaper fuel when compared to 
petrol.LPG must have a dual policy regarding 
subsidy, people whose income is more than 
certain amount per annum must not be given any 
subsidy whereas the rest beneficiary must receive 
subsidy through direct cash transfer which will 
help in control of subsidy leaking on its way. 
Kerosene is the last mile fuel where LPG and 
electricity have not reached. It is used by poorest 
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of the society for lighting as well as cooking. 
Interesting a study by IMF shows that kerosene is 
the least product to subsidize so subsidy must 
continue for kerosene provided a secure 
distribution system is established to avoid its 
adulteration with diesel. 
 
 

Q-How geothermal energy is produced? 

How can it be used for power 

generation? (150 Words) 

 
Geothermal energy is the energy stored in earth‘s 
crust. It is generally considered that geothermal 
energy is the product of thermal energy formed 
during planet formation and continuous 
radioactive decay happening in mantle. It is 
produced through the difference in temperature 
gradient among various layers of earth. This 
radioactive decay of minerals in mantle is passed 
to crust over a period of time and increases its 
temperature. 
This heat is absorbed by water in the form of 
liquid or in the form of smoke through different 
pipes inserted in crust. Water after getting heated 
up converges into stream that may be used to run 
turbines and produce electricity. 
This help in power generation and it is a 
renewable cost effective technique. It can be  
\used for power generation by connecting it to 
the grid. 
 
 
 

 

 

Q-Is India‘s Nuclear Liability Law an 

hindrance to the expansion of nuclear 

sector in India? Critically comment. 

 

India‘s Nuclear Liability Law was passed in 2010 

and since then it has been under a lot of criticism. 

The Law aims to provide a civil liability for 

nuclear damage and prompt compensation to 

victims of a nuclear incident through a no fault 

liability to the operator 

Why was this law passed ? 

1. India wanted to increase its nuclear capacity to 

20,000 MW by year 2020 and 25% power 

production by 2050. For this,help of foreign 

companies like GE and Westinghouse was 

needed as manufacturer/supplier for nuclear 

reactor 

2. These foreign companies needed this bill to get 

insurance cover from home state. 

3. Also, civil society wanted to legally and 

financially bind the operator and Government to 

provide relief to affected population as soon as 

possible 

However, there have been huge criticism for the 

said law 

Criticism 

1. The financial liability clause states that liability 

is on the operator for Rs. 1500 crores for each 

nuclear incident and rest will be paid by the 

Government. If it is in the contract, operator can 

sue the manufacturer/supplier subject to limit of 

Rs. 1500 crores or contract value whichever is 

less. The civil society has raised concerns that the 

manufacturer/supplier will not pay attention to 

the security standards as the liability on them is 

very less and would prefer to pay liability 

2. Only operator can sue the foreign companies 

and not the victims 

International Criticism 

1. The foreign companies are reluctant to invest in 

India because of this financial liability clause 

which runs counter to the International 

Convention on Supplementary Compensation for 

Nuclear Damage (CSC) 

2. The CSC allows member nations to provide 

financial support to a member state affected with 

nuclear accident 

Thus, these issues from both sides have slowed 

down the ambitions of Indian Government and 

defeated the core purpose for which this law was 

put in place 
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Q- Write a note on the intention behind 

setting up of Ultra Mega Power Projects 

in India. Do you think the policy on 

UMPP‘s has succeeded? Critically 

examine. 

 

coal fired power plants where more than 4000 

MW of capacity plants were planned to reduce 

the energy deficit. 

Utilization of super critical technology which has 

the high efficiency compared to the other power 

plants and because of its large size, cost gets 

reduced. This strengthens the government‘s 

argument of ―Power to all‖ with power available 

cheaply. 

Price agreement was done when coal was cheap 

from Indonesia….now projects have become 

unviable. 

 

Q-Roads are unsafe because of 

shortcomings in road and traffic 

engineering, old and non-standard codes 

of traffic control devices, poor driver 

training and assessment, outdated 

legislations and a poor enforcement 

system. ‖ In the light of increasing road 

accidents in the country, critically 

comment. 

 

 ―Know road safety, No injury. No road safety, 

Know injury ― 

Road accidents are becoming daily news heading 

which somewhat force us to think that whether I 

will return home safety today even if I drive with 

consensus .The recent fatal accident of our Union 

minister alarms us that no VIP can be avoided 

from such incidents. 

Factors need introspection. 

Shortcoming in the road and safety engineering, 

old and non standard codes for safety control 

device, poor driving training and assessment, 

easy to get a driving license, outdated legislation 

(motor vehicle act ), poor enforcement system, 

less public awareness program, post crash 

management, transportation of victim to nearby 

hospital, trauma care etc need to be scrutinized 

again. 

When an accident occurs, the possibility of 

translating a minor injury to a major one and 

graduating to fatalities depends on vacuity of 

information, transportation and trauma care. 

  

 Road safety is the key virtue behind an effective 

traffic management system. Safety is the 

manifestation of each component of traffic which 

should be improved like traffic engineering with 

practicing codes and updating standards and 

legislation, vehicle regulation, driving and 

training of new drives, building capacity for 

police training for traffic enforcement, public 

awareness and post crash management. 

Investigation of the road accidents .We are unable 

to track the exact root cause of accidents as these 

investigations are conducted by ill professionally 

trained police man without modern scientific 

tools. Process should change based on indigenous 

research and verified practices rather than 

consultancies with modern scientific tools. 

For to be a sustainable economic driven country, 

we should focus on transport sector. We should 

take support form transport departments of 

various governments like UK, USA, and Swedish. 

Though Ministry of Road Transport and National 

Highway is the nodal agency for the safety, 

coordination, shared responsibility is required 

from other ministries also. Integration of road 

transport with other transports and use their 

expertise would be able support towards building 

capacity as well. 
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Q-In the light of money spent by the 

government on huge subsidies in the 

energy sector, critically comment on the 

energy pricing policy in India. 

 

Subsidies in energy sector 

1) Oil and gas – 1.45 Lk crore 

2) Power companies – 60K crore without 

incentives to improve 

3) Rural electrification – 8000 Cr capital subsidy 

4) Wind subsidy – 800 Cr (2013 Budget) 

Negatives of Indian subsidy system 

1) Power subsidies in agriculture are generally 

given in Green revolution belt i.e to rich farmers 

2) LPG subsidies have major leakages 

3) According to a recent report of GoI, diesel 

subsidies are majorly utilized by private cars i.e 

rich people 

Positive attributes of pricing 

1) National Solar Mission has given encouraging 

results 

2) Kerosene subsidies are essential for poor and 

thus justified 

Negative attributes of pricing strategy 

1) Subsidies to coal India have made it a giant 

monopoly. Subsidies have created entry barriers 

for others. Subsidies do not match 

innovation/efficiency 

2) Subsidies to State power corporations have 

made them loss making institutions and are today 

a heavy burden on banks 

3) Low natural gas pricing has made venturing 

into the field uneconomic for global companies 

with advanced exploration technology 

4) Lack of transparency in pricing. Stake holder 

awareness on impact of subsidy is low making 

rational pricing difficult 

Because of these inefficiencies the nation has to 

rely on foreign sources to fulfill its energy needs 

despite having large resources of coal and a huge 

coastline which may have huge oil reserves. 

  

  

Energy Security and energy pricing can be related 

in terms of: 

1. Availability 

2. Reliability 

3. Affordability 

4. Sustainability 

 

 

 
 

Q-Examine the major recommendations 

of the National Transport Development 

Policy Committee headed by Rakesh 

Mohan. 

 

comprehensive and holistic plan for developing 

transport infrastructure that goes beyond the 

project-centred approach. Some of the major 

recommendation in various sectors are. 

Indian Railways 

-Capacity expansion of the railways for both 

freight and passenger traffic 

-Increase investment in railways continually 

starting by increasing it from 0.4 % of GDP in the 

11th Plan to 0.8 per cent in the 12th Plan 

-Handing over railway management from 

government to a independent entity-Indian 

Railways Corporation 

-Establishment of National Board of Railway 

safety, independent National Railway 

construction authority, Railway research and 

development council, Railway regulatory 

authority(for setting tariffs) and prioritizing 6 

dedicating freight corridors 

Roadways 

-Planning roads as part of the overall 

infrastructure and not in isolation 

-Exapnd PMGSY universally 

-Focus on public sector funding and limiting 

private funding to commercially viable and high 

traffic density stretches 

-Road safety and traffic management board as 

recommended by Sundar Committee 
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Civil Aviation 

-Regulatory and policy functions to be separated 

-Establish Airport approval Commission within 

MoCA 

-Progressive disinvestment of government‘s stake 

in Air India 

Ports 

-Establish 5-6 mega ports over next 20 years 

-Corporatisation of port authorities 

-Develop deeper stretches of water for Inland 

transport with special focus on North-East 

Urban Transport 

-Improving mobility according to the priority 

order- Non Motorised transport, Public transport, 

para transit and personal vehicles 

-Create dedicated non-lapsable non fungible 

funds at multiple levels-national, city and state. 

North East 

-Create separate body under MoDONER to 

monitor construction activities in NE 

-2 new railway lines connecting Myanmar and 

Arunachal Pradesh and another connecting 

Dhubri to Silchar(both in Assam) 

-Develop Inland waterways in Barack and 

Brahmaputra 

The report clearly calls for a major revival in the 

whole of the transport sector. However a major 

shortcoming of the report is that it falls short of 

suggesting radical ideas for private financing and 

instead goes back to oft repeated public funding. 

The proposal that 70 per cent of the projected 

increase in transport investment come from the 

Budget is too ambitious and could lead to delays 

and high costs. The proposal of a unified ministry 

of transport but setting up separate regulators for 

each transport sector seems contradictory. The 

panel also doesn‘t specifically tackle the problems 

in land acquisition and rehabilitation- a major 

problem in road construction in India. 

 

 
 

Q-Critically evaluate the performance of 

aviation sector in the Indian economy. 

 

Aviation sector is rightly regarded as the 

upcoming mode of transport which enables 

people to travel at fraction of time compared to 

the travel time in railways and road medium. It 

also helps the high value labour to navigate to 

multiple offices across the country or even 

international offices, in lesser time. 

However, the aviation sector is not able to play its 

perceived role in the Indian economy. The sector 

is struggling through quantum of losses and 

absence of proper policy measures to make it 

competitive along with a profitable business. 

The major airlines in India be it the full service 

airlines (Air India, Jet Airways etc) or the low cost 

airlines (spicejet, JetLite etc), both the providing 

their services at the same cost whereas the full 

time airlines incur atleast 50 percent more cost 

than its low cost partner in providing the services. 

It precisely explains the reason of their losses. 

Also, airlines with a legacy such as Jet Airways 

and Air India have excess manpower which is 

apparently not being used to its fullest potential. 

Yet, they are being carried out. This inflates their 

input cost and makes them less competitive in 

comparison to low cost airlines or the newly 

inducting TATA-SIA. 

 

====Air aindia : The public holding in this 

sector, has been a huge fiscal burden, with high 

levels of inefficiency, despite the government 

pumping in money repeatedly. It has been 

attributed to ineffective boards, competition from 

private sector, over staffing and other issues. The 

govt should consider strategic sale rather than 

pumping in money continuously. 
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Regulation : DGCA is the nodal authority in 

regulation of the sector, and has been effective to 

an extent in preventing monopoly in th sector. 

However, there are severe concerns over pilots 

being inexperienced, which can result in 

accidents, will become a grave concern as the 

players in the sector are increasing. 

Fuel : Different states have different taxes on the 

fuel resulting in higher costs for the operators 

across states. 

User Charges : User charges and other charges 

such as parking etc, have become so high that 

these have become major source of revenue in 

certain airports such as that of Delhi. 

Connectivity : limited to few cities, should 

expand the routes. 

To meet the growing demands of the coubtry, we 

have to ensure an aviation sector, that is 

regulated, well connected and profitable. Failing 

to which govt will have to bail out companies, 

which is least desirable in the present fiscal helath 

of the economy. 

===== 

There are two major types of players in the Indian 

aviation sector, full service carriers and low-cost 

carriers. 

1) Full-service carriers are airlines that generally 

offer a better standard of comfort, more choices 

for foods and beverages, fly on more routes, use 

more aircrafts and have agreements and 

associations with other national and international 

airlines. An example of this is Air-India and Jet 

Airways. 

2) Low-cost carriers are carriers that generally use 

less aircrafts on less routes and have a lower level 

of comfort and on-flight facilities. 

Problems faced by each section: 

1) Full-service carriers: 

Due to the better facilities and convenience 

provide by Full-service carriers, they have to bare 

higher costs for both their materials as well as 

their employees. However, airlines like Air-India 

have started to make their ticket equal or 

comparable to those of low cost carriers to re-

attract their lost market share of customers. This 

has led to high loss of revenue. 

2) Low-cost carriers: 

New airlines, such as Tata-SIA have made better 

target markets and have looked to only target 

certain airline hubs and due to this they have 

lowered their costs and thus have been able to 

lower their ticket cost and are able to win market 

share over other low-cost carriers. 

Ways to revamp and regain lost market share: 

1) Full-service carriers: 

Leave ticket cost at comparable prices with 

competitors, but charge additionally for 

additional perks, such as carry-on luggage, 

pillows and blankets on flight, better food to meet 

for the higher cost and simultaneously be able to 

regain lost market share. 

2) Low-cost carriers: 

Recruit managers that are able to plan out the 

most optimized routes in terms of passenger flow 

and also try to target a certain market segment 

instead of simply trying to grab all types of 

different customers from all regions. 

 

 

 

  

Q- A relatively modest investment with 

appropriate policy changes in the coastal 

shipping industry could bring 

substantial dividends.‖ Analyze. (200 

Words) 

India, has a long coastline extending more than 

7000km and an inland waterway system which is 

navigable upto 14000km. This naturally means 
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that India utilizes this transportation system to 

the maximum. Yet, India accounts for only 1% of 

the global fleet. The government underuses the 

maritime transportation which could become 

very crucial to its economic development. 

The road and rail system can be complemented 

by a web of inland waterways and sea ports. The 

network of sea ports can be used for domestic 

trade movement which would decrease the load 

of the road network drastically. The coastal 

shipping system also lessens costs and enhances 

environmental protection by reducing unwanted 

pollution. So, to boost the economy we need a 

small investment in ships and boats which can 

travel in both inland rivers and stick to the 

coastline. This investment will have a large 

impact on economic returns due to inland 

maritime shipping industry. 

 
=============== 

) India has a vast coastline of nearly 7000 Km and 

this provides an ample opportunity to develop 

our shipping industry and in turn develop the 

nation. 

Inland waterways are a bit more developed than 

the use of coastal waterways in India. 

Development of coastal shipping can benefit us 

like: 

1) decrease of load on the road leading to less 

pollution, less traffic etc 

2) guard the country from the extremist elements 

3)increase the connectivity between the land 

locked areas and ports as well as between the 

countries 

4)development of the adjacent areas 

5) decrease in the cost of transportation 

This can be achieved by: 

1) easing of restrictions on companies who are 

interested in developing coastal shipping 

2) tie up with foreign players to get the efficient 

infrastructure and logistics 

3) providing finance under the Infrastructure 

Development Fund 

4) providing concessions on land, taxes etc in the 

likes of special economic zone 

5) asking the PSUs to use the coastal shipping to 

move their load 

But one has to give consideration to the affects 

this may cause like damage to coastal flora and 

fauna, chance of oil spill (like the BP in Gulf of 

Mexico), increased contribution to adverse 

climate change etc. 

Development of coastal shipping can surely yield 

much benefits if the policies are framed, 

implemented and monitored effectively by the 

government. 

 

Q-Write a note on the energy 

relationship between India and 

Russia.(200 Words) 

 

India is slated to be world‘s third biggest energy 

consumer by 2025 positioning it as an energy 

deficient nation and Russia is an energy surplus 

land. Already harboring a multifaceted 

relationship, this crucial area of co-operation saw 

new lights through a mutual agreement in 2010. 

Russia helped India develop coal-mining projects 

and hydro-generation units . It has also been a 

reliable supplier of products and technology 

related to nuclear energy and has supplied 

reactors, crackers and other crucial equipment to 

more recent Kudankulam project in TN. 

Moreover, it has also shared technical know-how 

of several critical technologies to India, which 

other global players have long hesitated. 

Indian exploration major ONGC through its 

subsidiary ONGCVNL has substantial interest in 

Sakhlin-1 project in Russia. There have also been 

projects globally where Indian ventures 

collaborated with Russian firms. GAIL has tuned 
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an investment of INR 8000 crores in Yamal 

peninsula LNG project where in it will market the 

product and will have a carry-back to India 

option, a rare trade clause in oil production 

contracts. 

On the extended side Russia has been a reliable 

source for Ultra Mega Crude Carriers which India 

has to lease for transporting its crude and LNG. 

As recent affairs have catapulted Russia back to a 

major influence in Western Asia, a friendly Russia 

can help India accomplish its long due oil pipe 

alignments through Iran and Pakistan. 

Furthermore, India is exploring opportunities in 

land-locked central Asian countries (read 

Customs Union) where Russian help is 

imperative. 

This relationship shall be positively nourished by 

two countries keeping their benefits in concern. 

 

Q-Write a note on the energy 

relationship between India and Russia. 

(200 Words) 

 
• The time-tested Indo-Russian relationship is 
expected to reach another level with energy-rich 
Russia willing to be a part of energy-hungry 
India‘s growth story. India‘s OVL already has a 
20% stake in Sakhalin oil and gas project. 
Gazprom and Gail are collaborating in a Bay of 
Bengal block. 
• Russia is building two 1000MW nuclear 
reactors at Kundankulam. Discussions are going 
on a laying a pipeline via central Asia or to revive 
the idea of TAPI pipeline. Both are also 
discussing to open a North-South corridor to 
further the movement between them. 
• Russia‘s recent foray into Artic also presents 
India with an opportunity to exploit the energy 
resources of Artic by collaborating with Russia. 
There is a spurt in the cooperation in science and 
technology sector for research and this will 
benefit the energy requirements of both. 
• However the relations have not reached their 
optimum potential with some roadblocks in 
Sakhalin and dealing in awarding of contracts in 

Kudankulam. Both OVL and Gazprom also need 
to cooperate globally to counter the reach of 
China. 
• Historical ties, rising global status, competition 
from China reasserts that both the nation reorient 
themselves to be of mutual benefit to each other 
 
 

 
 

Q-Is privatization ‗the solution‘ to revive 
sick industries? Explain in context of 
demand for Air India‘s privatization. 
Ans: Privatization is changing the ownership of 
an entity from state control to private control or 
ownership. It has been many a times seen as an 
option for reviving the sick PSUs; the same is 
being debated in the case of Air India. 
The debate of privatization of airlines came to 
fore many times, most prominently during 2000-
2001, but the deal didn‘t work out. The 
proponents of the idea of privatization opine that 
as the finances of the airlines are already in 
shambles, privatization would save precious 
public money, the airline is not ready to face 
competition as the domestic carriers are given 
permits for flying international flights, it will 
prove an attractive buyer because the 
infrastructure is already in place. 
But some analysts opine against this and they are 
of view that privatization cannot affirm sound 
working of airlines citing the example of 
kingfisher; even domestic airlines market is not 
attractive due to high fuel costs, high airport fees 
which might be a turn off for investors. Instead 
they profess for improving efficiency and 
reducing government interference. 
Decision on privatization or no privatization 
should be done by due diligence and considering 
views of all stake holders, as we don‘t want any 
more Kingfishers in our airline industry. 
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Q-By giving examples from different 

parts of the world, discuss the benefits 

of high speed rail to India. Examine the 

impediments involved in expanding 

high speed rail network in India. 

 

Rapid transport system is the hallmark of 

developed country. Further, it is the reflection of 

technological achievement of the country. 

However, in Indian context ,we still have 

lethargic progress regarding bullet trains. 

Japanese bullet train (Shinkansen) enabled japan 

achieve not only high speed connectivity but also 

high rate of economic growth. Likewise, the 

Chinese bullet train enabled it faster movement of 

goods and people allowing it growth of export. 

European nation have emerged as a single unit 

owing to high speed connectivity. Even USA and 

Russia is able to administer their huge territory 

with High speed connectivity. 

High speed trains will enable diverse country like 

India fast mobility of resources, goods and 

people. It will also improve Tourism and bring 

new momentum to the economy. The dedicated 

Eastern and Western corridor with Industrial 

clusters enroute is based on this idea only. 

However,cost-benefit analysis questions is 

economic viability. Bullet trains will be requiring 

Dedicated network, as the existing network is 

already congested and cannot support trains 

beyond 200kmph. The rise in number of train 

accidents testifies this fact. Moreover, land 

requirement, network of bridges, High voltage 

power connectivity will definitely shoot up its 

capital requirement. Considering this it should 

not turn out to be a ‗ Niche segment‘ 

notwithstanding, railway is still preferred mode 

of transport by masses and is sensitive issue in 

India. 

Our success in Delhi metro,konkan 

railway,BEML‘s capacity and CSIR‘s ability is 

beyond doubt,still a caliberated approach is 

necessary. 

 

 

Q-What is Ecotourism? Examine its 

importance and potential to help India‘s 

economy. 

 

Ecotourism is the concept introduced in 1988 to 

protect as well as to support the natural beauty of 

various places by promoting tourism to such 

places and helping the locals financially. As per 

The International Ecotourism Society (TIES), it is 

defined as responsible travel to natural areas that 

conserves the environment and improves the 

well-being of local people. Preseving natural 

hertigae has always been important since due to 

them balance maintains in environment and 

species are saved from being endangered. In 

recent times the exploitation by mankind of such 

places had disturb the flora and fauna as well as 

had convertedthem to business spot rather than 

traveling spots. Ecotourism holds principles such 

as building environment awareness ,minimizing 

global impact , providing direct fianacial benefits 

for conservation, rasing sensitivity toward 

different cultures and social awareness as well as 

giving best experience to tourist and host of such 

places. Ecotourism is popular in Kenya, costa rica, 

Norwegian Fjords, Palau, and in india kerala as 

well as himachal Pradesh are two such states. 

Ecotourism not only provide natural experience 

but also help in understanding the political 

climate & social scenario and conservation of 

endangered species. 

  
Following points can be covered 
For the potential part: 
- India‘s diverse climate and vegetation 
- division into many biogeographic zones 
- Biodiversity Hotspots, Mountains, 
Wetlands, Backwaters, Lagoons, Lakes etc 
For the economy part 
- Boost to infrastructure development 
- Employment generation 
- Hotels, transport and communication, 
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Resorts, shops 
- Certain towns which are specifically built 
and sustained by ecotourism 
- Brings foreign exchange 

 

 

 

Q-How and why is enrichment of 

Uranium done? Discuss India‘s Uranium 

enrichment programme. 

 

A number of enrichment processes have been 

demonstrated historically or in the laboratory but 

only two, the gaseous diffusion process and the 

centrifuge process, are operating on a commercial 

scale. In both of these, UF6 gas is used as the feed 

material. Molecules of UF6 with U-235 atoms are 

about one percent lighter than the rest, and this 

difference in mass is the basis of both processes.  

 

U-235 weighs slightly less than U-238. By 

exploiting this weight difference, you can 

separate the U-235 and the U-238. The first step is 

to react the uranium with hydrofluoric acid, an 

extremely powerful acid. After several steps, you 

create the gas uranium hexafluoride. 

 

Now that the uranium is in a gaseous form, it is 

easier to work with. You can put the gas into 

a centrifuge and spin it up. The centrifuge creates 

a force thousands of times more powerful than 

the force of gravity. Because the U-238 atoms are 

slightly heavier than the U-235 atoms, they tend 

to move out toward the walls of the centrifuge. 

The U-235 atoms tend to stay more toward the 

center of the centrifuge. 

Although it is only a slight difference in 

concentrations, when you extract the gas from the 

center of the centrifuge, it has slightly more U-235 

than it did before. You place this slightly 

concentrated gas in another centrifuge and do the 

same thing. If you do this thousands of times, you 

can create a gas that is highly enriched in U-235. 

At a uranium enrichment plant, thousands of 

centrifuges are chained together in long cascades. 

 

At the end of a long chain of centrifuges, you 

have uranium hexafluoride gas containing a high 

concentration of U-235 atoms. 

 

The creation of the centrifuges is a huge 

technological challenge. The centrifuges must 

spin very quickly -- in the range of 100,000 rpm. 

To spin this fast, the centrifuges must have: 

 very light, yet strong, rotors 

 well-balanced rotors 

 high-speed bearings, usually magnetic to 
reduce friction 

 

Meeting all three of these requirements has been 

out of reach for most countries.  

Details of India‘s uranium enrichment activities 

kept secret in India, even more so than its other 

nuclear activities. A pilot scale plant has been 

reportedly operating in Bhabha Atomic Research 

Centre since 1985. A larger centrifuge plant has 

been reportedly operating at Karnataka since 

1990. This is India‘s main uranium enrichment 

facility. 

 

 
 

Q-Critically evaluate India‘s record in 

adhering to international norms in its 

nuclear programme. 

 
Civil establishment fully complaince to 
international law n agreement…….IAEA 
 
 
 

 
 

Q.Critically comment on the problems 

being faced by power sector in India. 

 
 

http://science.howstuffworks.com/transport/engines-equipment/bearing.htm
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Q-Examine the different issues which 

are impeding the effective utilisation of 

solar energy in India and many parts of 

the world 

 

( India – Procurement policy; high cost ; cheaper 

alternatives; grid syncronisation; policies to 

promote Green Energy;) 

 

solar energy , a renewable ,free ,silent and clean 

source of energy is still untapped to its full 

potential. 

issues impeding its effective utilization are:- 

1.TECHNICAL ISSUES 

solar radiations are intermittent and weather 

dependent. 

Batteries are required at night. 

Converting solar energy to usable electricity that 

may be transmitted via a power grid is tricky. 

2.COST ISSUE 

expensive in terms of initial capital requirement 

as compared to conventional energy sources.so 

not very popular. 

3.SPACE 

land is a scarce resource ,especially for a country 

like India with high population density. 

Setting a solar plant require vast land. 

The state of Gujarat found an innovative answer 

by putting Photo voltaic arrays up on canals and 

waterways. 

4. RAW MATERIAL 

availability of raw materials such as silicon and 

rare earth metals ,their mining and the 

manufacture of solar equipment also impede the 

process. 

5. VISIBILITY 

a solar panel cuts off sunlight thereby reducing 

visibility. 

Using transparent solar panels could be a solution 

but their commercial availability is a long term 

goal. 

6. ENVIRONMENTAL REVIEW 

Concentrated solar power technologies can kill 

birds in vast numbers, literally frying them if they 

fly into a concentrated beam of light. 

The Rajasthan government recently talked about 

cancelling a 4,000-Mw solar ultra megapower 

project, which was to be located near Sambhar 

Lake. 

The world organisations should promote 

innovation and research in this area to make solar 

energy easily and economically available. 

 

 

Q-Examine why is there a demand for 

power distribution company at the 

national level. Explain with special note 

on power distribution scenario in India. 

 

 

There is such a demand because: 

1. Sub-optimal production: Hydel projects often 

discharge ‗excess‘ waters, because they are more 

than what the state needs, and interstate sale of 

electricity cannot be negotiated ‗on-the-go‘. 

2. Grid failures due to states disregarding 

assigned quota. 

3. Inequality: While some regions have 24/7 

power, other regions of the country have 12 hour 

power-cuts. Also, the tariffs vary widely. 

4. Irrational pricing: Exigencies of state-politics 

often forestall an upward revision of low tariffs. 

This makes State Electricity Boards loss making 

companies and encourages households to waste 

precious power. 

5. Inefficiency: It is seen that transmission losses 

are high and customer-satisfaction low with the 

State Electricity Boards. 

6. The union is empowered to create such a body 

because electricity is in concurrent list. 

7. India is on the verge of a unified power-grid. It 

is only logical to have a unified and exclusive 

authority governing it. 
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Current Scenario: 

State govt. creates State Electricity Board, which 

operates hydel projects, takes care of transmission 

and contributes the assigned quota to national 

grid. A few thermal projects are also managed by 

them. It is also in charge of availing power from 

the national grid. It decides the tariff and collects 

and appropriates it. 

 

Q-Examine the challenges being faced 

by the electricity utility industry in 

India. Suggest measures to overcome 

these challenges. 

 

Electricity industry in India comprises of 

generation, transmission and distribution 

companies. Share of electricity in total energy 

services has steadily risen over time from 4% in 

1980 to 13% currently. Further, it is expected to 

reach 30% in near future. Thus, it is imperative to 

look at problems facing the sector and make it 

efficient. 

1. Generation side – 

a. Problem of unstable backward linkages such as 

coal and natural gas inhibits sustained growth of 

the sector. This problem is exacerbated due to 

dependency on foreign imports and leakages in 

system. 

b. Need for funds due to non timely payment 

from distribution companies. This problem is 

enhanced when banks don‘t provide finance in 

fear of NPAs. 

2. Transmission and distribution:- 

a. Inefficient working of state electricity boards. 

b. Providing services below market price due to 

political pressure. In places such as Punjab, 

farmers are provided electricity free of cost. 

c. Problem of recovery of electricity dues from 

public. 

Some of the measures taken in the past include 

establishing regulatory commission (CERC), 

power trading, funds for reforming state boards 

etc. Recently Govt. has launched Deen dayal 

upadhyay Gram jyoti yojana, that aims towards 

feeder separation. This is a progressive step and 

has been tested in some states. Different slabs for 

power consumption is another good measure. 

With growing demand for affordable power, it‘s 

imperative to properly implement these bold 

steps to reform the sector. 

 

 

======= 

The said challenges are: 

1. Common: The area is dominated by Public 

Sector. All attendant challenges can be bracketed 

under two heads: inefficiency and wastage. 

2. Generation: 67% plants run on coal. Coal prices 

are going up. 

3. Transmission: Coal belt is narrow, country is 

wide. So, some transmission loss is unavoidable. 

High-tension lines through forests now need 

MoEF clearance. Grids are not fully integrated; 

they are shabbily managed as evidenced by the 

‗grid failure‘ last year. 

4. Distribution: Pilferage, irrational pricing. 

Pilferage is due to analog meters and overhead 

transmission-lines. Irrational pricing is due to 

political exigencies that resist revision. 

 

Suggestions: 

1. Invest in clean energy R&D: This will pay 

dividends in future. 

2. Go forward with nuclear power. We have 

discovered new Uranium deposit. Then follow 

through to Fast Breeder Reactors, and thus 

generate clean everlasting energy. 

3. Invest in Hydropower as run-of-the river 

projects, or mega projects like ‗Three-gorges‘. No 

more medium projects. 

4. Allow more private production. 

5. Introduce Higher voltage transmission. 

6. Universalize electronic meters. Jail-time for 

pilferage and Private companies in distribution 

with regulatory oversight (Ex: Torrent power, 

Ahmadabad 
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Q-Write a note on Inland Waterways of 

India and examine their impact on 

economy and ecology. 

 

 

Ans: Inland waterways are an emerging mode of 

bulk haulage over long distance. India with a 

long navigable history has offlate refocused its 

attention on development of inland waterways. 

We have 5 National waterways consisting of 

NWW -1 (Allahabad-Haldia stretch), NWW -2 

(Sadiya-Dhubri stretch), NWW -3 (Kollam-

Kottappuram stretch), NWW -4 (Kakinada-

Puducherry stretch), NWW -5 (Talcher-Dhamra 

stretch) while a 6th one ie between Lakhipur- 

Banga has got approval. Despite this there is huge 

underutilisation of waterways accounting to just 

.1% of road haulage. 

Inland water ways have contrasting economic 

and environmental impacts. 

ECONOMIC IMPACT 

Inland waterways are the cheapest and most fuel 

efficient mode of transportation. They cause less 

pollution compared to road transport, thus 

earning valuable carbon credits. Development 

cost is less as rivers are natural assets that need 

little modification. Further, it creates new 

business opportunities and enhances premium on 

property sorrounding waterways. But, the cost 

incurred in dredging operations and 

development of banks and ports is huge. It also 

requires development of dams to maintain 

minimum flow regime further adding cost. 

ENVIRONMENTAL IMPACTS 

Low pollution level compared to road transport is 

beneficial to environment. Yet, its effect on river 

ecology are disastrous. Waterway development 

needs change in channel profile which disturbs 

the load carrying capacity. Disturbance in 

sedimentation disturbs valley floor and flood 

plain ecology. Dredging operation completly 

uproots the flora and fauna. Cascading effects of 

this on birds habitats and sorrouding ecology 

often reaches disasterous proportion. River also 

perform several natural hydrological functions 

like ground water recharge that are disturbed. 

Operational risk like noise and water pollution 

and crisis that may occour due to collision of 

cargoes further escalate the impacts. 

Rivers are our heritage with many religio-culture 

values attached to it. But, development of 

transport infrastructure is also imperative. Thus, 

there is need to evovle a holistic model that 

accrues economical benefit without disturbing 

ecology to unsustainable level. 

 

 

Q-In your opinion, what should be 

government policy in the solar and 

digital infrastructure sectors to boost 

their growth. Also examine why these 

sectors are vital for the growth of other 

sectors. 

 

 

 Solar power, the cleanest source of energy is on 

the top of agenda as the fears of climate change 

infuriate further. With respect to the problems 

such as high cost per watt ,high installation 

charges and unbound manufacturing charges 

tenses the successive govt. which try to enhance 

the potential of the sector. 

the govt. have announced the target of 1500MW 

capacity addition with the measures such as 

1. 30 per cent subsidy for solar farms 

2. accelerated depreciation 

3. renewable energy credits (RECs) that provide 

subsidies for a fixed period. 

But these are largely unoptimistic for the current 

problems faced by the industry.  

Digital infrastructure is complemented by the 

solar because of poor penetration of Macro grids 

in the country. What we need is low cost per watt 

production for solar power and Micro grids of 

solar power in this highly solar potential 
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country,increased Concentrated Solar power as 

well as photovoltaics. 

The spectrum sharing recommendation of TRAI 

are very restrictive in the sense it allows only 2 

operators in the band to share.Pay for use 

principle is used in road sector but not in the 

Communications.The BSNL,MTNL should 

develop the digital infrastructure and then should 

auction acc to the pay for use principle as the 

problem of auction (i.e.undervaluation of market 

without the investments )cannot be solved 

otherwise. 

Both sectors have an impact not only over the 

knoweledge 

creation,innovation,entrepreneaurship but also 

the education,health,energy security and the 

standards of living of the people at large.These 

two sectors are the building blocks for the the 

development of people ,capabilities,interest 

articulation and the increased freedom as 

conceptualised by Amartya Sen. 

 

 

In both sectors, considering the positive 

externalities, govt. should pro-actively intervene 

as well as promote entrepreneurship. This is 

doesn‘t require a radical departure from the 

current growth-model. Capitalist models do 

allow for intervention, though not interference. 

Solar Sector: 

1. Zero tax on equipment in addition to a 30 per 

cent subsidy, with immediate reimbursement and 

stiff penalties for misuse. 

2. National Clean Energy Fund to be exclusively 

used for the original intent. 

3. Popularize ‗Dutch model of solar power‘: 

Home-panels, connected to an ‗intelligent‘ local 

grid. The computer would variably draw power 

from govt supply and solar grid, according to 

availability. 

4. Make Solar Panels compulsory for all 

commercial buildings and houses above 2000 

Sqft. 

Digital infra: 

1. Build physical infrastructure – Optic fibre 

cables, antenna towers, transmitters, LANs etc – 

and then auction them out along with the 

spectrum. Auctioning out the unlimited natural 

resource of radio spectrum, artificially 

introducing rivalry in consumption and 

excludability, is classical ‗rent-seeking‘. And 

‗rent-seeking‘ doesn‘t magically transform itself 

into a productive economic activity, just because 

it is the GoI that is seeking rent. 

2. Allow unbridled spectrum sharing, NOW. 

3. Have predictable policies. Retrospective taxing 

and judicial cancellation of licenses are not 

considered pleasant ‗welcome-messages‘ by FDI 

players. 

4. Universalize Broadband: Slash the fee, put in 

obligatory rural coverage instead. 

 

 

Q-―Car-centric planning has been 

directly responsible for the degeneration 

of urban mobility in most Asian cities.‖ 

Examine. 

 

In the Urban cities-the dream of middle class is -A 

car-a status symbol.The theory of interest 

articulation shows that the common interests are 

reflected in the policy making body- of the city ,-

of the state and -of the nation at large.Roads are 

expanded which incentivises more cars and in 

turn more roads. 

This circle goes on until the space is crunched and 

there is no more room for further expansion of 

the roads.Urban mobility decreases as the travel 

time increases substantially with higher 

traffic.Asia has the highest rates of urban 

migration which is not an abnormal condition 

when we look at the countries which were at a 

similar development stage.But the failure of 

public transport system to attract the passengers 

in terms of travel time and cost is largely 

responsible for the road becomming a sure choice 
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for the commuters.Cases in point:Mumbai 

,kolkata,Delhi -the severe mobility crunch forced 

the policy makers to move towards the rapid 

transit system rather than car centric planning. 

Interlinked network of rapid transit system with 

underground stations as the nodes and the roads 

for the travel between the node and a sub 

node(here your house) is the required criteria for 

the urban mobility to go up.This is the only way 

travel time and cost can be reduced and should 

be reflected in the city plans. 

 

 

Q-What is a power grid? Explain the 

advantages and disadvantage of having a 

single power grid for the whole country. 

(200 Words) 

The power generating stations are linked to an 

interconnected network of transmission lines and 

substations. These generating stations supply 

electricity through these transmission lines. 

Along the transmission it is converted to 

manageable low voltage electricity which is 

usable at home and industry. This whole 

arrangement is called as power grid. Three main 

components are generating stations, transmission 

line and substation and transformers. India has 

five electricity grids – Northern, Eastern, North 

Eastern, Southern and Western. Now, with 

inclusion of southern, all of them are 

interconnected. 

Advantages: 

– Buying and selling of power between different 

states and zones. Energy starved states can buy 

from energy surplus states. 

– Same frequency of the delivered AC, which 

makes to safe to use any device anywhere in the 

country 

– Bigger grid is more stable than smaller ones, 

therefore chances of failure of grid is less 

Disadvantages: 

– Problem in National grid can cause problem in 

whole nation‘s electricity system as we saw in 

August 2012, which happened due to failure of 

maintenance of equilibrium in demand and load 

which resulted in tripping of entire northern grid 

and in 2002 when the failure was due to 

equipment malfunction 

 

 

Q-What are the major problems being 

faced by Indian cities in providing 

adequate, safe and rapid urban transport 

system? Explain the steps taken by the 

union government in this regard. (200 

Words) 

 

Cities are the engine of growth, and 

internal transport is a blood vessels of that 

engine.  

 The increased migration, unplanned growth 

in urban population and increased distance of 

travel in urban agglomeration have led to 

requirement of adequate, safe and rapid 

urban transport system. 

 There has been explosive growth in number 

of vehicles coupled with limitations in 

transport infrastructure like wide and safe 

roads. This has led to loss of billions of man 

hours in traffic congestions, pollution and 

increase in accident rates thus demanding 

new modes of sustainable public transport 

systems. Adhering to the demand of huge 

population and providing broader 

connectivity is a challenge in itself. It requires 

reorientation of urban planning which 

involves a huge cost for land acquisition, 

rehabilitation, construction, etc. The 

developed transportation further faces the 

problem of inadequate maintenance due to 

the use by large number of commuters and 

increased frequency of the travel. 
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 Central Government has formulated National 

Urban Transport Policy in this respect which 

focuses on public transport system, transport 

planning, capacity building. Under JNNURM, 

financial assistance is also provided for 

procuring buses, developing road networks, 

flyovers, etc. Development of Mass Rapid 

Transport Systems like Metro rail projects in 

cities like Delhi, Bangalore, Hyderabad, 

Chennai, etc , Mono Rail in Mumbai, City Bus 

Services, etc are some welcome steps. 

Thus, improvement of the urban transport system 

is integral to economic growth and the 

development of urban life which requires greater 

focus to public transport system, priority to 

cleaner technology, non motorized transport 

system, efficient traffic management etc. 

 

Q-Name India‘s major ports. What do 

you understand by ‗last-mile 

connectivity‘ in the case of ports? 

Explain its benefits. 

 

Currently India has 14 major ports, which are 

directly controlled by union government with the 

help of port management trusts. These ports 

handle more than 70% of the exports from India. 

Major ports on Western Coast: 

1) Kandla (Gujarat) 

2) JNPT (Mumbai) 

3) Navi Mumbi 

4) Marmugao ( Goa) 

5) Mangalore (Karnataka) 

6) Cochin (Kerala) 

Major Ports on Eastern Coast: 

1) Haldia ( West Bengal) 

2) Vishakhapatnam ( Andhra Pradesh) 

3) Ennore ( Chennai) 

4) Madras 

5) Paradip (Orissa) 

6) Tuticorin ( Tamil Nadu) 

The major ports handle  95 percent trade (by 

volume) which the country is involved in. The 

ports are equipped with necessary infrastructure 

and human resources to handle giant 

consignments and bulky material. 

However, commutation of the goods received via 

ports to the consumer is only possible if sufficient 

transport is available from the ports to the nearest 

railway stations/roads from where it could be 

further transported to the 

cities/factories/mills/processing centers. 

In order to achieve this transportation facility in 

which the port is linked to the nearest Railway 

network, a concept of last mile connectivity was 

devised which promised to create a suitable 

infrastructure to move the cargos efficiently. 

Though the concept is noble and is expected to 

reduce the cost of transportation along with 

timely and efficient delivery, it is facing problems 

of not being viable at certain places. Moreover, it 

is dependent on intra-governmental cooperation 

(such as city administration) for clearance. 

Last mile connectivity offers cost effective and 

efficient transport of cargos from the ports to the 

nearest railway network. If implemented in right 

earnest, it has the potential to change the face of 

India shipping industry‘s fate. 

 

 

Q-Critically discuss the implications of 

the Supreme Court‘s verdict holding coal 

block allocations made since 1993 illegal 

and also throw light on issue and roots 

of its causes. 
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Supreme Court of India recently gave the verdict 

holding coal blocks after 1993 as illegal and 

responded that allocation process was arbitrary 

and opaque. There was insufficient mining done 

on the blocks allocated causing huge loss to the 

exchequer. It asked these mines to be de allocated 

and auctioned again. 

This verdict has come after a long duration of 

2yrs. Earlier former CAG had pegged the losses at 

a whopping 1.86 lakh crore. The mined sites 

many had not started mining while in several 

others the mining was conducted only in pockets 

awaiting for an increase in prices to increase the 

production. This under recovery of coal caused 

increase in imports which increased the fiscal 

deficit. Further this is a grave offence in a country 

where a significantly large proportion of the 

population have no access to electricity. 

However this judgement can have snowball effect 

across various sectors which include:- 

1. Increase in the price of electricity due to further 

shortage in coal supply in near term. This could 

have a multiplier effect on the economy 

2. It presents a poor picture of the bureaucracy of 

the country and corruption in politics. This could 

be negative for the growth of investor 

Government must learn lesson from the forward 

approach of the Supreme Court (judicial 

activism).the coal mining amendment bill 2012 

should be passed early to allow private players in 

coal mining. Further transparency should be 

brought about in the allocation of these resources. 

 

 

Q-Write a critical note on India‘s 

Hydrocarbon Policy. (200 Words) 

Answer)  Check this link -- 
http://www.slideshare.net/BPfanpage/accordin
g-to-the-india-hydrocarbon-vision-2025-report 

 

Q-―The main problem with Indian cities 

is the disconnect between growth and 

transportation grids. ‖ Elaborate. (150 

Words) 

Q-―Despite investing heavily in 

infrastructure projects, the India cities 

have not resolved traffic issues 

efficiently.‖ Comment. 

(Covers both the questions) 

Unlike Curitiba‘s transport model of Brazil, 
Indian cities‘ transport model does not guide 
growth which is shaped by Real estate forces. 
Result – Scatterred Suburbs with/with almost no 
connectivity between them and city core.  

Simply providing fast-track lanes between 
suburbs and city core will not resolve the 
problem of inefficient travel pattern. Solution is to 
integrate neighbourhoods with mass transport 
links.  

NMSH recommended that new 
developments/neighbourhoods should not be 
approved unless there is min density of 175 
inhabitants/hectare and have properly developed 
local-street transport grid.  

Though mass transport links are provided, well 
not-integrated transport links between residential 
neighbourhood and mass transport stations will 
hamper their use. So, need of the hour is to 
integrate residential neighbourhoods with mass 
transport stations and then to places of 
work/other neighbourhoods through multi-
modal transport – linking bicycle lanes, mass 
transport lanes, bus lanes etc. 

 Further, cities should link transport model with 
urban planning through proper legal institutional 
mechanisms. Only then, vacuum created between 
growth and transportation grids can be filled. 

Links for both of the above questions-- 
http://www.thehindu.com/opinion/editorial/m
obility-matters/article5405659.ece 

http://lsecities.net/media/objects/articles/urba
n-transport-in-indian-cities/en-gb/ 

http://www.slideshare.net/BPfanpage/according-to-the-india-hydrocarbon-vision-2025-report
http://www.slideshare.net/BPfanpage/according-to-the-india-hydrocarbon-vision-2025-report
http://www.thehindu.com/opinion/editorial/mobility-matters/article5405659.ece
http://www.thehindu.com/opinion/editorial/mobility-matters/article5405659.ece
http://lsecities.net/media/objects/articles/urban-transport-in-indian-cities/en-gb/
http://lsecities.net/media/objects/articles/urban-transport-in-indian-cities/en-gb/
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Q-What are the problems being faced 

by  electricity distribution companies 

(discoms) in India? Explain. (150 Words) 

Answer) 
 

Some of the major problems faced by Discoms in 
India are: 

Power Theft: A major portion of power 
transmitted fails to generate revenue due to large 
scale theft of power. Not only small consumer but 
sometimes even bigger industries are also 
included in the theft of power. 

Transmission Losses: Significant quantity of 
electricity is wasted during transmission from 
Power Plants to consumers due to outdated 
transmission infrastructure. 

Non-payment of Bills: It is also a major issue 
especially in rural areas where people dwell on 
elections to get their bills pardoned which results 
in freezing of income for distribution companies. 

Inefficient Billing and Payment System: Non-
working or faulty meters also results in incorrect 
bills which leads to revenue loss. 

Corruption : There are many instances where 
people get their bills corrected by paying some 
money to field persons. This lead to revenue loss 
to Discoms. 

 

Q-India has not utilized its waterways to 
the full potential for various reasons. 
What are those reasons? Assess the 
importance of national waterways to the 
Indian economy. (200 Words) 

Answer) 
 

The concept of inland waterways was brought by 
the British on coast canal on the Orissa coast, the 
canal was built at a huge government exchequer, 
yet it failed to compete with the railways.  

The freight transportation is highly under utilized 
in India compared to the other larger countries 

and geographic areas like united states, china and 
the European union.  

The total cargo by inland waterway was just 0.1% 
of the total land traffic in India compared to the 
21% figure of the united states. The Inland 
waterways authority of India(IWAI) created by 
government of India in 1986 for development and 
regulation of inland waterways for shipping and 
navigation under the ministry of shipping, road 
transport and highways.  

The 1,620-km long stretch of the Hooghly-
Bhagirathi-Ganga river system, between Haldia 
and Allahabad and covering West Bengal, Bihar 
and Uttar Pradesh, was declared National 
Waterway Number 1 (NW1) nearly three decades 
ago. The IWAI has started many projects like 
National highway 1,2,3,4,5, and 6, of which the 
National highway 1 was put into operational on 
nov 2013 . 

 This alternative mode of transport will ease the 
pressure on railway rakes and reduce road 
congestion by negating the need for 
transportation by trucks. A few issues need to be 
satisfactorily resolved before IWAI can hope to 
take off. First, maintaining navigability of the 
waterways through dredging and other 
measures, which are not cheap. Second, 
introducing night navigation and third, ensuring 
proper cargo handling facilities at the jetties and 
connectivity. 

 Finally, perhaps most important, unless the 
origin and destination of cargo is close to the 
river, no effort to promote IWT could hope to 
succeed 

 What is Sethusamudram Ship Canal 

Project? Why is it important to India? 

Why is there opposition to the project? 

Explain. (250 Words) 

Answer) 
 

The Sethusamudram Ship Canal Project (SSCP) is 
a mega engineering project in the Palk Strait, that 
would link Palk Bay and the Gulf of Mannar 
between India and Sri Lanka by creating a 
shipping channel through the shallow sea called 
Sethusamudram and through a chain of islands 
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collectively called Adam‘s Bridge. The purpose of 
the canal is to create a navigable route that allows 
ships to pass through between the two countries, 
instead of having to sail all around Sri Lanka. 

 
India does not have a continuous navigation 
channel connecting the east and west coasts. The 
ships coming from the west coast of India and 
other western countries have to navigate around 
Srilankan coast. The project would allow ships to 
have a straight passage through India‘s territorial 
waters so that the distance between Cape 
Comorin and Chennai would be reduced along 
with the save in travelling time and cost.  

It would give India a firm grip on one of the 
world‘s most strategic and busiest sea-lanes, the 
Project has a very important geo-political 
dimension. 
 

A few organizations opposing the project on, 
environmental, economical and religious 
grounds. As the project will slice through the 
Gulf of Mannar and the Palk Bay which are 
closed marine systems, ―are biologically rich and 
among the highly productive seas of the world‖ 
cause irreversible damage to a variety of marine 
life there.  

The project will also harm hundred species of 
living coral reefs and destroy the fragile marine 
eco-balance of the area. So the entire fish chain 
will be affected and which in turn damages the 
livelihood of fishermen. 
 

Meteorological researchers consider the region 
highly vulnerable, because of unpredictable 
cyclones. Also economists state that the costs of 
maintenance dredging would be so high that the 
canal could never be profitable. Hindu activists 
believe that Adam‘s Bridge is in fact a mythical 
bridge, called Ram Sethu. 
 

After rejecting the suggestion of the committee 
headed by R.K.Pachauri, union govt filed an 
affidavit in the Supreme Court, seeking 
implementation of the Sethusamudram project. 

 

 

Q- ―In India, there is no national policy 

on energy endorsed or supported by 

Parliament. Nor is there an official body 

authorized and accountable for 

overseeing the country‘s energy policy. ‖ 

Comment 

 

 Answer - As a rapidly developing nation, India 

needs huge amount of energy to fulfil her 

development needs. It can be seen from the fact 

that India has emerged as the fourth largest 

energy consumer in the world. This sets the need 

for having a long term energy policy so as to 

maintain the growth momentum but 

unfortunately no such policy exists as of now. 

Primary sources of energy in India are Coal, 

Petroleum, Hydro Power and Nuclear Energy. 

Among them, coal, petroleum and hydel power 

have separate ministries for them while atomic 

energy is regulated by AERB. Each of them is 

working in their own sphere and there is no 

single body to co-ordinate these agencies and 

draw up a coherent energy policy. 

Therefore, India needs to set up a body which can 

act as a platform where these agencies meet and 

co-ordinate their activities so that a long term 

energy policy for India can be formulated and 

implemented. In this regard, India needs to learn 

from China which is actively engaged in domestic 

exploration and acquiring strategic reserves 

abroad to secure its energy supplies. 

Question - Write a critical note on the need for a 

national mission on wind energy. (200 Words) 

 Answer - Wind energy was the first to lead the 

establishment of renewable based power 

generation in India, but of late the capacity 

addition from the wind energy sector has 

dropped significantly. This has serious 

implications on India‘s aspiration of meeting its 

growing energy demand from renewable sources. 
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To reverse this trend and to utilise the full 

potential of Wind energy the National Wind 

Energy Mission (NWEM) is being launched by 

mid- 2014. 

India has a huge potential in developing its wind 

energy sector, especially the offshore wind 

energy. But several impediments like lack of 

proper grid infrastructure for evacuation of wind 

power, delay in allocation of site, environmental -

legal clearances etc. holds back the progress. 

These have led to a sharp decline in capacity 

addition from 3,196.70MW in 2011-12 to 880.73 in 

2013-14. The withdrawal of generation based 

incentive (which was later reintroduced) also 

badly affected the sector. 

So, in order to bring the wind energy sector back 

to the growth trajectory concerted effort is 

needed, which is being envisaged by the national 

mission. The mission is essential for identifying 

high wind power potential zones, strengthening 

grid infrastructure, easing land clearances for the 

projects, regulating wind power tariff and 

incentivising investment in wind sector. 

Thus, proper implementation of NWEM can help 

in improving the contribution of wind energy in 

ensuring India‘s energy security. 

 

Q- What are the major problems being 

face by the power plants and discoms in 

producing and distributing electricity in 

India? Examine. (200 Words)  

 

Answer - From an installed capacity of mere 1362 

MW in 1947, India has moved far ahead with 

233.929 GW as of December 2013. 

However, coverage, quality of service and 

operational inefficiencies are appalling. There are 

several bottlenecks and impediments faced by the 

power plants and discoms from production to 

distribution. 

Production and Supply side constraints: 

(a) Monopoly situation: The power sector is still 

to be opened for private players to compete with 

the PSUs. 

(b) Social and Environmental factors: Almost all 

power production projects involve land 

acquisitions and displacement of local 

population. Building dams, thermal power plants, 

nuclear power plants or wind mills raises 

concerns ranging from submersion of habitable 

land, water salination, risks of nuclear radiation 

and adverse affect of migratory birds etc. 

(c) Infrastructural weaknesses: With old 

transmission lines and transformers, power 

leakage has also been a big concern. Despite of 

having abundant coal reserve, India has be export 

coal which adversely affects the fiscal health of 

the nation is also attributed to inefficient 

technology used by CIL in coal mining. 

(d) Bureaucratisation of PSUs: The Disinvestment 

Commission highlighted the aggrandisation of 

bureaucratic power which has lowered the 

efficiency. 

Challenges in market environment: 

(a) Competitive pricing still elusive: The 

Electricity Regulatory Commissions Act 1998 

paved the way for the creation of Central 

Electricity Regulatory Commission (CERC) and 

State Electricity Regulatory Commissions (SERCs) 

with a view of making the regulatory regime 

more transparent. 

(b) Inefficient technologies in power consumption 

especially by major power consuming sectors of 

economy ex: Railways.  

Criticism of above answer - nice attempt,you 

have given less weightage to second part about 

problems of discoms in which you can also 
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include like heavy debts,losses,electricity 

thefts,old equipments like meters ln rural areas 

etc 

 

another answer – The energy starved country 

India produces electricity from both conventional 

and non-conventional sources with around 60% 

of it being produced by coal. 

Power plants which accounts for a majority of 

electricity production are facing with many 

problems like shortage of resources despite 

having a huge coal reserves in the country.This 

leads to shortage of production which results in 

increasing demand-supply mismatch.Further 

there is less incentives in new projects because of 

long gestation periods,less skilled 

manpower,regulation.Increasing cost of inputs 

amounts to another problem like the price of gas 

set to double in April this year will increase the 

burden. 

Disoms too are facing many problems like high 

T&D losses,huge debts and losses which can be 

attributed to lack of proper data base in collection 

and billing of revenues,electricity thefts etc.Lack 

of effective management followed by poor 

managerial and operational losses is another 

problem which can led to electricity crisis as did 

in 2012 blackout.Political interference further is 

another problem being faced by discoms. 

The current situation of power sector is not 

good.Reforms are required like timely 

maintenance,energy audits,incentives to woo 

international and private(like in Delhi and 

Odisha) investors,passing of energy conservation 

bill followed by implementation of Shunglu 

committee report is the way through. 

 
 

Q. What were the important 

recommendations of the National 

Transport Development Policy 

Committee? Why do you think there has 

been a decline in private investment in 

road projects in India? Examine. 

 
Answer- 

 single-window clearance, foreign funding 

and a flexible model concession agreement, 

would be needed to revive private-sector 

interest. 

 Besides, pension and insurance funds 

should be allowed to invest. The model 

concession agreement also needs to be 

reviewed periodically and the government 

should be willing to share risks with the 

private sector, 

  regulatory changes that can bring about the 

desired change in the road sector today. 

Land acquisition, for instance, should be 

made easier and companies should only be 

invited to bid when clearances are granted 

 

 Decline because of non equal partnership, 

not adequately risk sharing, then clearances 

not passed,,,delay,,,losses...loose interest….. 

 

Q. Discuss the measures taken by the 

government to increase energy 

production from renewable energy 

sources in India. 

 
Answer- 

 try to use the following outline 

 1. Intro – a line about India‘s goal to be energy 

independent by 2030 and 80% oil imports / 

need to cut down on carbon emissions etc. 

 2. Type of renewable energies the govt is 

focussed on – solar, wind, bagasse, etc. 

 3. Centralised and decentralised grids 



INSIGHTS SECURE PAPER – 3 COMPILATION OF QUESTIONS AND ANSWERS 

 

http://insightsonindia.com   Page 211 
 

 4. A line or two about JNNSM, not in detail, 

but include that 2GW is the goal for non-grid 

/ offline solar power by 2022. 

 5. Some institutions such as Indian renewable 

energy devpt agency exclusively for financing 

renewable energy projects. 

 6. Did you know MNRE is the only ministry 

completely dedicated to renewable energy in 

the world? You could add that. 

 At broader level, MRNE has brought 

substantial participation of industries in 

development of wind and water power. The 

new focus area includes waste to energy 

conversion and biomass power. Further solar 

power has been promoted as part of national 

solar mission.At the local scale also, 

government has promoted solar 

cookers,cooking stoves, family type biogas 

plants etc in an effort to decentralise energy 

production. Concepts of solar cities, green 

buildings, alternate vehicle fuels(Battery 

powered, fuel cell) are now part of increasing 

renewable energy in urban areas. 

 Besides these, research and development is 

being promoted in new technologies like geo-

thermal energy, small hydro powers, tidal 

energy, hydrogen energy etc. Finally activities 

like publicity of schemes, training of 

manpower and international cooperation are 

being undertaken to support development of 

renewable energy resources. 

 

Q.  The solar energy sector is beset with 

several problems that need to be sorted 

out to allow it to expand to its potential. 

Examine these problems and suggest 

measures to address them. 

 
Answer- 

 Jawaharlal Nehru National Solar Mission 

was launched to realize the tremendous 

potential of solar energy especially for 

tropically located India. However several 

hurdles remain clouding the possibilities 

of a sunshine sector that is seen crucial to 

our Energy security . 

 Difficulty in land procurement 

compounded by the new LLRC Act along 

with bureaucratic red tapism for 

installation of solar projects for even 

domestic consumption is the biggest 

hurdle. The Government should adopt 

the strategy of tax exemptions and easier 

land availability to efficiently reach the 

targets outlayed in JNNSM. Moreover 

domestic installations, off grid solar 

power should be encouraged and not tied 

down by regulations through subsidies as 

done in case of Solar Rooftop project in 

Kerala. 

 Most CSP (concentrate solar power) 

projects are stalled due to the ongoing 

trade dispute with the US. 

 The lack of enough data ,experts and the 

ensuing bilateral issues on equipment 

procurement also deter investors from 

the sector. Hence greater collaboration 

like SERIIUS should be sought with 

various nations , bilateral issues 

smoothened out to attract both experts 

and investors to the country. 

 Lastly the cost of renewable through 

investment in R&D and new technology 

have to be brought down as currently 

solar costs 5-6 times per MW in 

comparison to coal . 

  procurement of solar energy mandatory 

under the Power Purchase Agreements 

(PPA). Also, methods of bundling are 

incorporated to bring down the price of 

solar energy. 

 
 
 



INSIGHTS SECURE PAPER – 3 COMPILATION OF QUESTIONS AND ANSWERS 

 

http://insightsonindia.com   Page 212 
 

Q. Write a critical note the problems and 

prospects of India‘s major ports. 

 
Answer- 

 India has 13 major ports out of which 12 

are government owned and one(Ennore) 

is a corporate project. The ports plays a 

major role in international trade, facilitate 

the economic activity and helps in 

developing the surrounding areas. 

 The cargo handling capacity of Indian 

ports crossed one billion tonnes but with 

the pace of increasing cargo traffic Indian 

ports have to nearly double its capacity 

over the next five years to meet the 

demand. To augment the capacity the 

government chose the PPP route but 

major projects have been stalled due to 

delays in project planning, environmental 

clearances etc. 

 Coastal shipping is an efficient, economic, 

environment friendly and crucial 

component in development of domestic 

trade and industry. But the advantages 

not been reaped because of inadequate 

connectivity with the hinterland. There is 

need to improve the road and rail 

connectivity with the major ports. 

 -Absence of cold storage facilities. 

 -Low depth ports so huge vessels can‘t 

come. 

 No integration with inland water ways. 

  Excessive documentations 

 - Long turnaround time 

   

 The port assets like the adjoining land 

have not been fully utilised to reap the 

benefits which would help in increasing 

the revenue. The proposal to corporatize 

the major ports is a major step towards 

liberalisation and removing the 

operational restrictions and administrative 

controls of the government. It would help 

in the efficient management and 

increasing productivity of the ports. 

 Towards the goal of bringing the major 

ports at par with the international ports, 

the Shipping ministry launched the 

perspective plan of Maritime Agenda with 

a set of goals. If it is implemented within 

the timeframe then it will be major boost 

to the Indian economy in the coming 

years. 

 

 

Q. ―Currently, high levels of 

consumption with respect to energy-

related commodities are paralysing 

operations in the country because of 

non-performing policy initiatives. The 

demand-supply imbalance is evident 

across all commodities, requiring serious 

efforts by the new government to 

augment energy supplies to avoid a 

severe energy supply crunch.‖ With 

reference the given statement, critically 

analyse the problems in the energy 

sector and measures needed to be taken 

by the government to address the issues. 

 

Answer- 

Energy is like the blood of the industry and 

industry is prerequisite for a good economy. 

India is facing challenge of growing energy crisis. 

Despite having large gas, coal reserves and 

renewable energy potential, our country has not 

been successful in achieving self-sufficiency in 

energy 

 

Problems in the energy sector- 
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1) Demand –supply imbalance due to Increasing 

per capita consumption of electricity 

2) Disputes related to pricing, regulation for 

domestic coal 

3) Less foreign and private sector investment 

opportunities 

4) Higher import of gas and coal 

5) Environment Clearance issues 

6) Problems in retail distribution, unaffordable 

pricing and Distribution losses of electricity 

7) Lack of a renewable energy law leading to 

ignore the potential of this sector 

8) Policy paralysis and increasing corruption 

Measures needed to be taken by New govt. - 

1) End Coal India‘s monopoly over the mining 

of coal; Allow domestic and foreign 

investors to mine coal and sell in the open 

market 

2) Give complete autonomy to energy PSUs 

like ONGC, IOC, NTPC; Begin the process of 

privatization via a National Shareholding 

Trust accountable to Parliament 

3) Set strict time limits for environment 

clearances for mining and energy projects 

4) Create a cross-border energy grid: tap the 

hydro-power potential of neighbouring 

countries 

5) Create ready-to-dig opportunities for 

exploration companies 

6) Upgrade the Solar Energy Mission: target 

30,000 MW instead of current 20,000 MW 

capacity in ten years; Encourage wind-based 

power 

7) Address the demand side to encourage 

energy efficiency: make the GRIHA system 

of rating buildings mandatory; Impose 

higher taxes on energy inefficient household 

appliances and motor vehicles. 

Setting up an energy commission for 

formulating good policies with 

consultation of other inter an intra 

ministerial departments and State 

govt. will certainly lead to progress in 

energy sector. This will provide 

opportunities for employment and 

socio-economic growth and will help 

to raise the living standard of a 

common man in the country. 

Q-Why does India need a civil nuclear 

liability law? Elucidate.(200 Words) 

 
 India needs a Civil Nuclear Liability Law 
because: 
 
1. India has faced one of the worst industrial 
disaster in the industrial era. The Bhopal Gas 
Tragedy left 16,000 dead and even larger 
handicapped and physically disabled. It showed 
that disasters can happen anytime and state 
should be ready to handle them as well as to 
provide relief after the disasters. 
 
2. The Fukushima Nuclear Accident in Japan 
showed that nuclear reactors, howsoever safe, 
they claim to be, are still vulnerable to disasters. 
 
3. It is in light of these event, that India has 
stressed for the need of a Civil Nuclear Liability 
Law. 
 
4. It will allow the government to recover the cost 
of post disaster relief and rehabilitation from the 
equipment supplier, if disaster happens due to 
defective equipment or substandard material and 
processes. 
 
5. This will ensure that in the event of a disaster, 
India can legally claim damages from the 
supplier. 
 
6. This will also make the component supplier 
extra careful when they supply the components 
to India and will make sure that they are free 
from any manufacturing defect whatsoever. 
 
 



INSIGHTS SECURE PAPER – 3 COMPILATION OF QUESTIONS AND ANSWERS 

 

http://insightsonindia.com   Page 214 
 

Q.―Domestic exploration and acquisition 

of assets abroad are two sides of India‘s 

quest for stepping up energy supplies.‖ 

Examine how far has India succeeded on 

these two fronts two step up its energy 

supplies? Explain the hurdles it has 

faced in the process. (250 Words). 

Ans. For a growing economy like India, energy 

security is one of the major concern. To meet this 

objective, India has followed a two-pronged 

approach. On the one hand, India is encouraging 

the domestic exploration, on the other hand, we 

are rapidly acquiring strategic oil reserves 

abroad. 

1.  For increasing the domestic energy 

production, India has brought NELP 

regime and remoulded its policies to make 

them more investor friendly. Today, 

multinationals such as Cairn Energy, 

British Petroleum have partnered with 

Indian companies and are engaged in oil 

exploration and production activities in 

India. Discovery in KG-D6 basin is one 

such example. 

2. On an international front, various oil 

blocks are being acquired by Indian 

companies. OVL has been engaged in oil 

production from Sakhalin oil fields in 

Russia. OVL has also stake in oil blocks in 

Brazil. Oil block in South China Sea are 

also being considered for acquisition by 

India. 

However, we faces some challenges on 

both these fronts. On domestic front, there 

are still confrontation between 

government and private players over 

production sharing agreements, projects 

taking time to get required clearances and 

there are issues over pricing. On an 

international front, success of these 

projects depend on our relations with 

other countries. 

 

Q-―Domestic exploration and 

acquisition of assets abroad are two 

sides of India‘s quest for stepping up 

energy supplies.‖ Examine how far has 

India succeeded on these two fronts two 

step up its energy supplies? Explain the 

hurdles it has faced in the process. (250 

Words) 

1. India will become the largest single source 

of global oil demand growth after 2020, 

largest importer of coal and fourth at 

importing gas at 2035. The due reason is 

growing population, which leads to 

increasing energy demands.  

2. Due to this the India started the onshore 

and offshore explorations in India and 

abroad. The CCEA has approved for the 

unconventional hydrocarbon resources 

such as shale gas and oil for the National 

Oil companies(NOC) in there respected oil 

fields. 

3.  The available data shows 6 basin 

cambay(gujarath), assam-arakan(In the 

north east), Gondawana(central india), KG 

onshore(AP) , Cauvery onshore and indo-

gangetic basins hold shale gas potential. 

And also the KGD6 oil field But hurdles 

faced in domestic exploration involve 

environmental aspects like methane gas 

emissions, heavy use of water and 

contamination of aquifers.  

4. When it comes to acquisition of assets 

abroad India had made an agreement with 

Russia, Venezuela, Argentina, Brazil to 

setup joint exploration in oil. And had 

succeded in getting agreement with 
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Africa, Vietnam to share oil. And pipeline 

projects IPI(iran , Pakistan and india) also 

been recommended. But the main concern 

is the geo-strategic relationship between 

the india and Pakistan has been a big 

hurdle to connect the energy demands for 

india from west asia 

5.  

Q.  Do you think establishing a separate 

fund such as National Investment Fund 

would help the infrastructure sector 

grow? If yes, examine how it should be 

governed and from where funds can be 

mobilized. 

 

Answer- 

 Among the different factors responsible for 

the dismal performance of the economy , the 

lack of the effective infrastructure has 

constrained the growth of the sectors of the 

economy ,primarily manufacturing. The 

dearth of planning , funds and the effective 

governance have impeded the growth of the 

infrastructure. Recognizing this , NIF was 

envisaged to cater to the needs and overcome 

the impediments. 

 The paucity of the funds and increasing cost 

of the projects under the PPP mode due to the 

delays has inhibited the growth of the 

infrastructure.  Disinvestment of the 

governmental shares was to be the source for 

the NIF. The assessment of the resources for 

mobilization would be required by the 

commission. 

 Though the NIF may be able to cater to the 

financial needs, yet it would be important to 

expand its role for an effective management of 

the infrastructural projects.  

 

 how it should govern--The ambit of the 

commission should be expanded to undertake 

the planning,monitoring and conflict 

resolutions functions. The effective 

governance is essential for maintaining the 

productivity and efficiency of the system. The 

existence of an effective legal framework 

would help in reducing the delays . 

 The development of the infrastructure is an 

essential component of the growth of the 

economy. In addition to facilitating the 

economy, the increased infrastructure would 

also lead to the social gains. Thus, the setup of 

the NIC with an effective and comprehensive 

framework may turn out to be a necessary for 

the ills in the infrastructure industry. 

 

 

 The infrastructure sector has posed as a 

biggest bottleneck to our growth. Poor 

road/rail connectivity of hinterland to ports 

,insufficient logistic and storage facilities , 

dismal condition of roads , etc. are some of 

the identification of infrastructure deficit in 

India. 

 Though PPP model emerged as the strategy to 

address infrastructure challenges , this model 

is under strain due to financial crunch. 

Infrastructure projects have long gestation 

period and high risks involved due to unclear 

govt. policy on environment , judicial 

activism and policy paralysis. Financial 

institutions in India have not been able to 

provide long term finance to the 

infrastructure sector on a sustained basis. 

 A fund like NIF (which was created to fund 

proceeds of the disinvestment of Public Sector 

Units for social sector schemes ),i.e. a fund in 

which proceeds of disinvestment would 

finance infrastructure projects is a good idea. 

Such a fund should also include proceeds 

obtained from the auction of natural resources 

like land, spectrum. 

 Infra- Debt Bonds can be raised in market. 
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 For such a fund to operate successfully , 

government should come up with a clean 

policy and a time linked framework so that 

auction/disinvestment process do not run 

into troubled waters. Government should 

identify priority areas in the infrastructure 

sector and allocate fund accordingly. 

 watchful governance. It‘s priority should be 

felt among all party lines and other stake 

holders.  

A fund like NIF , if properly managed , can 

address infrastructural challenges. 

 

Q- What is Green Energy Corridor? 

Write a note on the energy relationship 

between India and Germany. (200 

Words) 

Answer - Green Energy Corridor is a an exclusive 

geographic and economic area dedicated for 

production, transmission, storage and 

distribution of green energies like solar, wind, 

rain, water, tides, plant, algae and geothermal 

heat. In the last three decades, due to R&D, green 

energy has emerged as alternative to traditional 

energy sources like coal and natural oil. 

Germany is one of the leading countries in the 

world in green energy sector. They are moving 

towards total green energy dependence in 

coming future and also given up on the nuclear 

energy. Given the environmental benefits, cost 

effectiveness, cleanliness and efficiency green 

energy is certainly the future. 

In India, Ministry of new and renewable energy 

has sought cooperation with Germany to tap on 

the country‘s energy potential. The technology 

and advancement of Germany coupled with 

geographical diversity of India makes India an 

ideal candidate to produce green energy at 

commercial level. 

India will set up green energy corridors in 

cooperation with Germany. Under this major 

initiative, German investment company KFW will 

provide a loan of 1 billion euro to India. India and 

Germany has also signed ―joint declaration of 

intent‖ on Indo-Germany development 

cooperation. 

 

Investment models 
 

Q--Write a note on  people-public-

private partnership (PPPP) model of 

investment 

 

Investments are the cornerstone of an economy. 

In India, earlier, only Public sector took this 

burden to create a base of industry. Later as the 

new policies and challenges arrived, this burden 

was shared with Private sector. But still, the 

whole proposition remained distant from people 

and top- down approach was followed. 

Participation is the essence of an democracy and 

this is what Public-Private-People Partnership 

envisages to build. 

 

PPPP model as it is called, will bring various 

segments of society like professionals, retired 

experts, grass-root level workers, civil societies, 

NGO‘s, working class, women, tribal, locals etc in 

the planning process of investment. It will be 

broad-based , democratic and bottom- up 

approach towards it. 

 

PPPP model shall curb the un-noticed grievances 

and obstacles in the fore front at the initial stages. 

It shall legitimize the whole process more 

completely with better acceptance and 

recognition. New innovations, different opinions, 

diversified problems and their solutions can 

emerge. It will take care of all segments for whom 

the investment is being done and who are going 

to affect by it. 
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Overall, PPPP model shares responsibility as well 

decision making power and upholds the notion of 

democratic principles. 

  

  

Citizen participation is usually considered a 

valuable element of democratic citizenship and 

democratic decision-making. In recent decades, 

many countries have gained experience with 

referendums, citizens‘ forums, citizens‘ juries, 

collaborative governance, participatory 

budgeting and other models in which citizens 

have a more direct say. 

 

While India is already encouraging Public-

Private-Partnership (PPP) model of investment in 

many projects, there has been a gap between the 

goals and the achievements of these projects. A 

policy and program can‘t be successful without 

the participation of the stockholders, it will affect. 

 

People-public-private partnership (PPPP) model 

or 4P model aims to examine and use the 

potential of partnerships between public, private 

and civil society actors to bridge the gap between 

rhetoric and action in Govt. policies, programs 

and projects. 

  

Involved citizens generally have positive 

attitudes about the process and the outcome, 

whereas those who do not participate are less 

supportive. Many areas like Climate change 

policy, Waste Management, Environment Impact 

Assessment (EIA), and development of local 

infrastructure needs citizen participation. 

 

This model would provide ways and means to 

Public authorities and private partners to hear the 

views of people before finalizing the project. This 

will also open the ways for feedback mechanism 

which will help in improving the performance in 

future projects. 

  

  

Q--―The government and its agencies 

must work on a new framework for PPPs 

to make them attractive to investors, and 

at the same time affordable to the users 

or consumers.‖ Examine the present 

framework of PPP mode of investment 

and explain its drawbacks. 

 

India was a saving driven economy charecterised 

by hindu rate of growth. To overcome this 

stagnancy and mobilise investments PPP was 

chosen as an investment model perticulary for 

infrastructure sector. It converges the manegerial 

and technical expertise of private sector with 

government acceptability among masses to build 

infrastructure at a remarkably faster pace. Over a 

period of time few weaknesses have crept in thus 

dimnishing its returns. These are: 

(a) Poor planning: Cost are often under estimated 

and user figure inflated to convince funding 

agencies of project profitability. This often leads 

to cost overrun. 

(b) Contracts: Model concession agreements are 

poorly drafted with ambiguous clause. This often 

stall project in between and lenghty legal 

proceeding are followed to infer and enforce 

contracts. 

(c) User charges: Overestimation of users leads to 

below expected realisation of revenue. Private 

players often play with contract loop holes to 

increase user charges causing high cost to 

consumers as happened in GMR Delhi airport 

case. 

(d) Dispute redressal: Dispute redressal 

mechanism is complex and time consuming and 

often the executer is adjudicator. For example 

NHAI is both a party to contract and an 

adjudicator leading to clear conflict of intrest. 

(e) Absence of 4th P ie community in PPP model 

creates distrust in public. This leads to delay in 

land acqisition and prolonged legal battles for 

settlement of dispute causing unnecessary delay. 
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There is a need of better contract enforcement and 

involvement of community from inception to 

culmination on participatory basis to rekindle 

PPP model and yield benefits. 

 
 

Q--‗ India‘s growth model needs to 

change from being consumption-driven 

to investment-driven.‘ In the light of fall 

in GDP growth during last few years, 

comment on the statement. 

 

Going from the basics the net value of goods and 

services will increase in two cases : 

1)If there is a demand for goods and services the 

production will try to match it and hence propel 

growth .( Consumer driven approach ) 

2)If investment is consistently done in increasing 

the capital assets of the country, growth will be 

)propelled by goods and services added by those 

capital assets in the economy.( Incvestment 

driven approach) 

There is a inherent advantage of latter on former : 

1)Latter ensures stability due to durability of 

assets created. ( Mahlonobis Model tried to do it 

in 2nd plan) 

2)Former is flexible and unstable because it 

depends on a plethora of internal and external 

factors. ( policy , saving rate of the country, 

Political stability etc). Also by very definition it 

will reach a saturation point. 

3)However former has advantage over latter that 

it does not have a large gestation period. Hence 

demand driven growth has a much faster effect 

on GDP growth. 

In India , post liberalization era( when we were 

looking on a quick propeller for growth ) our 

emphasis has been on consumption approach. 

Recent drop in growth can be attributed to fall in 

demand due to FII‖s pulling out due to Fed 

tapering , FDI lacking due to policy lacunae and 

investment from savings going down due to 

unsupportive investment environment . But now 

that we have reached a saturation point ( 

economy maxing out at 8% in 11th plan ) our 

emphasis should shift to a mix of two. ICOR ( 

investment needed for one unit of growth) for an 

efficient growth needs to be around 4 , so for a 

growth rate of 8 % we need a investment of 32%. 

But current level of savings in the country hovers 

around 30% . So FDI ( and not FII) should be our 

prime movers of growth ( through creation of 

durable assets by a mix of investment from 

internal savings and FDI ) . 

Also solely relying on investment led economy 

also is unsustainable as is seen in the case of 

China. This is because it results in overheating of 

the economy, there are more number of goods 

being produced than consumed which may lead 

to deflation and with decreased returns on 

investment, the businesses and the lenders will 

suffer. 

 
 

Q---Critically evaluate the intention 

behind and  success of setting up 

of more Special Economic Zones in 

India. 

 

Govt. started to setup the Special Economic Zones 

(SEZs) in 2000, as export processing zones, 

export-oriented units and industrial parks etc. to 

overcome the shortcomings in Indian industry 

like multiplicity of controls and clearances; 

absence of world-class infrastructure, and an 

unstable fiscal regime and with a view to attract 

larger foreign investments in India. 

The main objectives of the SEZ Act are: 

(a) generation of additional economic activity 

(b) promotion of exports of goods and services; 

(c) promotion of investment from domestic and 

foreign sources; 

(d) creation of employment opportunities; 

(e) development of infrastructure facilities. 

It was expected that SEZs will trigger a large flow 

of foreign and domestic investment in India. But 
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government‘s attempts to develop SEZs via 2005 

Act has patently yielded less than satisfactory 

results.presently nearly 170 SEZs are operational 

in India and have generated direct employment 

for roughly 10 lakh people and accounts for one-

third of India‘s total exports. But it is far from the 

expected results and there is growing 

disenchantment with SEZs. There have been more 

than 50 requests to de-notify various zones. 

Main reasons for why the SEZ concept has not 

worked may be (such as the minimum alternate 

tax and the dividend distribution tax), stringent 

laws for organised labour, the economic 

meltdown, lack of skilled labour, problems with 

land acquisition in India, small size of the SEZs. 

While India is planning to setup industrial parks 

with the colaboration of China in India on the 

theme of SEZs, there is need to revisit SEZ act and 

National Manufacturing Policy (NMP). There 

may be some steps as- 

1) Encouragement for modern version of SEZs 

like free ports, free coastal zones, setting up of 

growth poles and clusters should be encouraged. 

2) Offering of greater flexibility to firms in terms 

of plant location in the zone would encourage the 

investors‘ participation. 

3) The size of each SEZ should be such as to 

promote the efficient provision of infrastructure 

services, particularly the provision of power, 

water and other services. 

4) Establishment of well balanced compensation 

and rehabilitation policy to be designed for 

displaced people. 

5) Enforcement of good governance in the SEZs 

with flexible labour laws would be an important 

component for SEZ success. 

Setting up large no. of SEZs will not serve the 

purpose of export promotion but will create 

much criticism and protest from the displaced 

people. China with only 6 economic zones is 2nd 

largest economy and a great exporter. India 

should also setup large scale SEZs with more 

attention on the good governance in these export 

promoting zones to effectually utilize the great 

demographic dividend available. 

 
 

Q-Instead of becoming ‗escorts‘ to guide 

MNCs to set up business in India, 

Indian companies should insist on 

technology transfer to the joint venture 

which will result in creation of 

intellectual capital within the country.‖ 

Comment (200 Words) 

Answer: 

India, a closed economy and tight framework for 

entering, was tamed by the foreign companies by 

partnering with Indian companies, wherein the 

latter would bear the responsibility of managing 

the rules and complying with them. As a result, 

when the motive was fulfilled, the low staked 

Indian companies, after realizing the conflicting 

interests and gaining very little, often parted 

ways from their partners. Same was the case in 

recently split joint venture of Bharti and Walmart. 

Bharti, handling the approvals from agencies, 

setting up infrastructures and also studying 

location markets. Bharti, owing to 

disproportionate responsibilities in relation to 

profits, decided to split, gaining little and also not 

attaining any technology transfer from the 

partner. 

The lesson, which springs out is that instead of 

helping these MNC‘s setup their businesses, 

without owning much stakes in profits, Indian 

companies should place the demand of 

technology transfer as a pre-requisite for any joint 

venture. Such approach, will not only combat 

their lack of gain , as they will at least imbibe 

technology in any failure, and also Indian 

repository will achieve technology enrichment 

and built a potent domestic capital. 

Therefore, instead of shying away from joint 

ventures, due to apathetic and non beneficial 
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commitments, Indian companies should hunt for 

technology transfers through these ventures itself. 

frontiers secured. 

 

  

 

 

Q-What do you understand by the 

Engineering-Procurement-Construction 

(EPC) mode of investment in 

infrastructure projects? Why is it being 

preferred over PPP model? Examine. 

 

 Under the Engineering Procurement 
Construction mode of investment of 
infrastructure projects, the design, 
procurement of materials and construction 
of the project is handed over to a contractor 
through an agreement while the 
government provides for the financial 
requirement. Here, the amount to be 
provided by the govt is fixed along with 
the time for completion of the project. This 
ensures that the project is carried out in an 
efficient manner without any cost or time 
overrun. The EPC mode is now the most 
preferred mode of investment for 
development of National Highways. 
Under the Public Private Partnership mode, 
projects are handed over to private players 
on Build Operate Transfer BOT / Design 
Build Finance Operate Transfer DBFOT 
basis. In this mode, the private partner 
funds the project and reclaims its 
expenditure over a period of time by 
operating the infrastructure asset through 
tolls etc. PPP can result in time delay and 
cost overrun as the private agency may not 
be able to arrange for the funds or may 
resort to malpractices. 

  

 Completely dependence on the public sector 
through EPC projects will not be a good 
idea in long term for such large ambition of 
infrastructure. But in the current scenario, 
Govt. need to boost the infrastructure sector 
by its own money and start to work to boost 

confidence in the private players for future 
PPP projects along with reforms in the 
policy framework. 
 Unlike the BOT model, the government 

funds the entire project under EPC and a 

developer undertakes the necessary 

construction work. 

  

BOT requires a private-sector developer to 

raise and invest money for the construction 

of roads at its own risk, while NHAI 

acquires land for the project. Many of the 

private projects such as Delhi-Gurgaon and 

Delhi-Jaipur expressways have led to 

problems between the government and 

concessionaires. And more so, the 

government had to reschedule premiums, 

which developers pay to NHAI over a 

period of time, through a new policy due to 

funding problems and economic slowdown. 

  

  

Ans-- 

An Engineering-Procurement-Construction 

model is a conventional model of 

infrastructure development promoted by 

government. This model came into being 

when the governments started facing time 

and resource (primarily human resource 

and technological) crunch due to their 

concentration more towards welfare 

measures. In this model the project is 

awarded to private players through a 

bidding process. The winner of the bidder 

enters into a contract with the government 

which includes the fixed fee/rate of project 

execution with timelines and may contain 

penalties for time or cost overrun. The 

private player then designs , develops and 

builds the project post which and after 

satisfactory performance evaluation the 

government makes the payment of the pre-

decided cost of the project. 

The preference of EPC over PPP depends 

upon several factors like the value for 
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money received in either of them, 

capabilities of private sector in terms of 

technology required, risk appetite and most 

importantly availability of funds with the 

private sector. Off late the government is 

showing inclination towards EPC model 

because one, due to economic down term 

coupled with higher inflation, the monetary 

policy stance taken by the central bank is 

not favorable currently. Hence, the private 

sector is not having enough capital to invest 

in infrastructure projects (a pre-requisite for 

a BOT model PPP) . Secondly, due to delay 

in decision making like environmental 

clearances and land acquisition the private 

sector looses on their return on investment. 

Thirdly, the possibility of unnecessary 

litigations (Reliance Industries KG- Basin 

case) and scrutiny (PPP projects may be 

audited by CAG ) also discourages the 

private sector to enter into PPP contracts 

with the government. 

 

 

 

Q-Not withstanding recent narrowing of 

India‘s merchandise trade deficit, the 

external sector still needs a holistic 

approach to correct its structural issues.‖ 

Analyze (150 Words) 

 

• India‘s external debt burden has traditionally 

been high [$390b] due to high POL imports and 

weak exports. The recent surge due to 

quantitative easing removal by USA and its 

smoothening by government measures by 

increasing import duty on gold, attracting 

remittances and NRI deposits should be seen as a 

temporary measure. 

 

• India‘s external debt is characterised by long-

term borrowing [75%] and is dollar dominated 

with share of commercial establishments 

increasing over government debt. In order to 

reduce this burden, efforts should be made at 

both supply and demand side. 

 

• India should try to rationalise its POL 

consumption and also aggressively search for 

new deposits. India‘s gold imports should be 

brought in perspective with the help of an annual 

ceiling. FDI/FII norms should be liberalised and 

NRI deposits should be encouraged. Currency 

swap arrangements should be made. 

 

• India should also address its manufacturing 

industry. NUIMZ should be developed and SEZ 

should be encouraged for exports. MSMEs should 

be nurtured to compete in global market. PPP 

model should be used to encourage growth. 

Software industry should diversify to other 

markets and should grow in value chain. 

• Skill development is also a major priority and 

should be addressed by providing market-ready 

skills. 

 

• India‘s high debt has an adverse effect on its 

global rating and is an issue which affects both 

the present and future generations. A structural 

change is necessitated to bring it into manageable 

proportions. 

 

  

 
 

Q- ―In India, the rationale for promoting 

PPPs does not stand on strong 

foundations.‖ Critically examine 

 

The PPP model is preferred by the Government 

for three major reasons 

1. Fiscal: Access to Capital 

2. Cost Recovery: Recovering cost from user 

instead of tax payers 

3. Efficiency: as Private players have better 
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operational freedom without much political 

commitments. Also, leads to technology transfer. 

However, all these three pillars have some or the 

other problem, which are as follows: 

1. Funding: 

– Half of the fund required need to come from 

Banking and external borrowing extra. The banks 

are susceptible after pilled up NPA due to many 

failed infrastructure projects. The bond market is 

not very lucrative, hence Government finds it 

difficult to arrange long term funds. 

– At the time of bidding the estimate of users goes 

wrong due to wrong data or many time 

purposely done by Private sector to win the bids. 

This led to renegotiation of contracts and causes 

loss to Government. 

2. Cost Recovery: 

– The regulators are their policies are not 

impartial and are uncertain. This causes loss and 

failure of projects many a times. Also, these 

authorities should be answerable to parliament. 

For example the Reliance KG D basin gas case. 

Last Govt. has approved the price hike, however, 

the new Govt. have slapped fine to the operator 

on missing the targets 

3.Efficiency: 

– The same operator is given the responsibility to 

building as well as operating the project, 

although they don‘t have expertise in both field. 

this leads to inefficiency 

– Value for Money: Its not all considered in our 

PPP model. However, India should consider it by 

keeping physical (time saved or environment 

damage) and fiscal (including risk adjustment) in 

mind 

Understanding PPP problems  

 

PPP means public-private partnership. It means 

agreement is reached between government and a 

private enterprise to execute an infrastructure 

project, so risk, labour and capital for project are 

divided among both. 

 

However, several PPP projects have failed in 

recent years due to inherent problems, raising 

questions over efficacy of PPP. These problems 

are: 

 

a) Poor agreement terms- 

If projected toll for example is not collected after 

project, then there is no way to minimize losses 

for private player who expects decent returns. 

Such agreement terms need to be made flexible 

going forward. e.g. Mumbai Metro cost escalation 

led to private party involved to ask for higher 

user fees which was not allowed by government 

as per contract, but Court supported the private 

player‘s arguments. So litigations like these often 

crop up. 

 

b) Clearances galore- 

When government hands over project execution 

to private player without at least major part of 

clearances obtained, then projects get delayed on 

account of these and escalate costs. That‘s why so 

many PPP projects have remained incomplete. 

Moreover, local people‘s protests also pose 

troubles, which could best be handled with help 

of government. 

 

c) Risk sharing- 

Current model in which almost all risk is taken by 

private enterprise has led to problems of 

liquidity. Government must step in at right time 

so that projects proceed. 

 

d) Aggressive Bidding- 

Often private players engage in bidding lowest 

and then get projects. But they are unable to keep 

up with unrealistically low project costs. 

 

Therefore, to counter all above problems, the 

foundation of PPP projects has to be 
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strengthened, i.e. the agreements must be made 

more flexible so that clauses are there for both 

government and private party to share greater 

risks and solve problems based on expertise of 

each, in case of emergent obstacles. 

 

Q-Discuss some successful PPP models 

adopted for Urban Development in 

India. (200 Words) 

Answer) 

Public private partnership is a nexus of 
government entity with a private firm for 
provision of pubic assets and/or services. On the 
basis of responsibility given to the private sector 
PPP can be categorised into models. India mostly 
employs three different models. 
 

BOT (build operate transfer) in this the private 
sector has to build, operate and hand the 
ownership to public. Two third of the PPP in 
India follow this model. There are two types of 
BOT, user fee based (for roads, ports, airports) 
and Annuity based (for health and education 
sector). 
Special purpose vehicle is another form of PPP 
used for National Highways. 
 

Design Build contract in this the private firm has 
to design and build the project. Cost overrun risk 
is transferred to the private firm. It is time and 
cost efficient. 
 

Maintenance contract, here the private firm 
operates the public owned asset, improving the 
efficiency of the asset or service. 
 

Alandur Underground sewage project (2000), 
employed all the three models. 
Karnataka urban water supply improvement 
(2005), employed maintenance contract. 
City road improvement project (2013) 
Trivandrum, is an example of SPV. 
Delhi Gurgaon expressway (2002) employed the 
BOT model and design build model. 

 

 


