
2nd Floor, 17A/41 WEA, Gurudwara

Road, Karol Bagh, Delhi-110005

https://t.me/piyush_choubey

connect@momentumias.com

https://t.me/+frF18vp34B40NjJl

 https://momentumias.com

8929879230, 8929879231 

Piyush KumarDr. Piyush Chaubey

AN INITIATIVE
by:

MOMENTUM IAS

INDIAN
ECONOMY

Most Expected Topics for
UPSC Mains 2022

GENERAL STUDIES-3



 https://momentumias.com +91-8929879230, +91-8929879231 

MOMENTUM IAS
MOMENTUM IAS

by. PIYUSH KUMAR

OFFLINE@

Momentum IAS (Karol Bagh)

HISTORY FOUNDATION

unacademy

ONLINE@

1. Conceptual Understanding of the Subject

2. Coverage of new Dimensions 

3. Theme-based booklets 

4. PYQs Analysis and Doubt Sessions

5. Includes Test Series 

6. Copy Correction Strictly by Faculty Only

HISTORY TEST SERIES:

Features:

1. As per the latest UPSC Exam Pattern

2. Model Answers for each test

3. Additional handouts for special topics

4. One to One Discussion at Karol Bagh Centre

5. Copy Correction Strictly by Faculty Only

History Test Series Mains 2022   

Revision-cum-Answer Writing Program: 2023

History Test Series Mains 2023

26th
June

24th
July

15th
October

by. Dr. PIYUSH Chaubey

PSIR FOUNDATION

16 th
August

PSIR TEST SERIES:

Features:

PSIR Test Series Mains 2022   

Revision-cum-Answer Writing Program: 2023

PSIR Test Series Mains 2023

19th
June

23rd
July

15th
October

1. As per the latest UPSC Exam Pattern

2. Model Answers for each test

3. Additional handouts for special topics

4. One to One Discussion at Karol Bagh Centre

5. Copy Correction Strictly by Faculty Only

1. Conceptual Understanding of the Subject

2. Coverage of new Dimensions 

3. Theme-based booklets 

4. PYQs Analysis and Doubt Sessions

5. Includes Test Series 

6. Copy Correction Strictly by Faculty Only

1. Emphasis on applied & current affairs linkage to the syllabus

2. Printed notes of Topics covered

2nd Floor, 17A/41, WEA, Gurudwara Road, Karol Bagh, Delhi-110005

Advance Course: 2023 02nd

September

OFFLINE@

Momentum IAS (Karol Bagh) unacademy

ONLINE@

16 th
September

For UNACADEMY DISCOUNT USE BELOW CODE
PSIR : DRPIYUSH11For HISTORY : PIYUSHKHISTORYFor



Content 
1. Central Bank Digital 

Currency……………………………..…1 

 Need for CBDC 

 Benefits of CBDC 

 Issues with CBDC 

 

2. Cryptocurrency…………………….…3 

 Current status in India 

 A threat to India’s Sovereignty 

 

3. E Commerce Polices in India…..…5 

 Growth of ecommerce in India 

 Ecommerce Rules 2021 

 Issues with e-commerce policy 

 

4. PM Jan Dhan Yojana………….…….7 

 Achievements of PMJDY 

 Impacts of PMJDY 

 Challenges with PMJDY 

 

5. Cashless Economy: Is India 

prepared………………………….…..…9 

 Why should India go for cashless 

economy? 

 Government measures for it 

 Challenges in cashless economy 

 

6. India’s exports during 

COVID19............................................11 

 Impact of Covid on Indian economy 

 Reasons for underperformance of 

Indian exports 

 Measures taken to boost exports 

 

7. Agriculture indebtness in India...13 

 

 

 

 

 

 

 

 Factors for rise in agriculture 

indebtness 

 Impacts of agriculture indebtness 

 

8. International Year of Millets…….14 

 Significance of millets 

 Challenges in millet farming 

 Steps taken for millet promotion 

 

9. National Edible Oil Mission- Oil 

Palm…………………………..………...16 

 Significance of NEOM- OP 

 Concerns with the mission 

 

10.  Cotton Cultivation………...……...17 

 Key findings 

 Cotton productivity in India 

 Impact of climate change on cotton 

production 

 

11. Service sector: India’s potential 

has reaped?.......................................19 

 Trend in service sector 

 Challenges in the sector 

 Measures taken 

 

12. India’s progress on SDGs………...21 

 Global Index of SDGs: India’s 

performance 

 Challenges in achieving SDGs 

 

13. Finance as a crucial component 

for sustainable development........22 

 The flawed claim 

 Dealing with financial risk 



 Augmenting finance for sustainable 

development 

 India’s initiatives 

 

14. Production Linked Incentive 

Scheme       

(PLI)…………………………..…………..24 

 Features of PLI 

 Benefits for manufacturing sector 

 

15. GST: Affecting Federalism……....26 

 Concerns regarding it 

 Positive socioeconomic impacts 

 Negative socioeconomic impacts 

 

16.  Food Inflation Peak………………27 

 Reasons for peak in food inflation 

 Measures taken to tackle food 

inflation 

 

17. WTO & Peace Clause………….....29 

 India & WTO peace clause 

 Agreement on Agriculture 

 India’s stand on peace clause 

 

18.  MSMEs……………………..………...30 

 A growth engine of Indian economy 

 Challenges faced by MSMEs 

 Government Initiatives 

 

19. Food Processing industries……..32 

 Status of FPI in India 

 Significance of FPI 

 Associated challenges 

20. Fiscal Deficit………………………...34 

 Direct Monetisation 

 Reasons for direct Monetisation 

 Associated concerns 

 

21. Jal Jeevan Mission………………...36 

 Components of JJM 

 Significance of JJM 

 Challenges associated 

 

22. Blue Economy……………………….38 

 Significances of blue economy 

 Challenges associated 

 Government initiatives 

 

23. Zero Budget Natural Farming….40 

 Pillars of ZBNF 

 Significances of ZBNF 

 Concerns with ZBNF 

 

24. FDI Reforms…………………………44 

 Significances of FDI reforms 

 Reforms in FDI 

 Challenges with FDI 

 

25. Public Private Partnership……..45 

 Status of PPP in India 

 Challenges in PPP investment 

models 

 Government initiatives 

 

26. Inclusive Growth…………………..49 

 Dimensions of IG 

 Issues arising due to IG 

 Multidimensional Poverty Index 

 

27. Gati Shakti……………………….….52 

 About the scheme 

 Significance of the scheme 

 

28. Pradhan Mantri Fasal Bima 

Yojana……………………………….…53 

 Progressive changes 

 Fallouts of the scheme 

 Recommendations for improvement 

 

29. Semiconductor Manufacturing: 

Challenges & Significance……….55 

 Significance of semiconductors 

 Challenges associated 



 Semiconductor mission 

 

30. Sovereign Credit Ratings & 

India’s Concerns…………………….57 

 About SCR 

 Factors considered by rating 

agencies 

 India’s concerns 

 

31. Multimodal Logistics Park 

(MMLPs) ………………………….…...59 

 About MMLPs 

 Challenges for logistics sector 

 Challenges in MMLPs 

 

32. Covid vaccine & IP waiver………61 

 Compulsory licensing & TRIPs 

flexibilities 

 Support & oppositions to the draft 

 Why does India want an IP waiver? 

 

33. World Youth Skills Day…………..62 

 Skill gap analysis 

 Associated challenges in skilling 

 Government initiatives 

 Benefits for manufacturing sector 

 

34. Natural Experiments: Nobel Prize 

Economics…………………………….64 

 Challenging preconceptions 

 More school more income 

 Indian context 

 

 

 

 

 

 

 

 

 

 

 

 

35. Pradhan Mantri Krishi Sinchayee 

Yojana…………………………………66 

 Objectives f the scheme 

 Components of the scheme 

Progress mapped 

 

36. Diversification of agriculture….68 

 Need for diversification 

 Constraints in diversification of 

agriculture 

 

37. India’s health respond to 

Covid19………………………………...70 

 India’s health sector & Covid 

 Government initiatives 

 

38. Energy sector, Clean energy & 

Efficiency……………………………...72 

 Energy security: Concerns & 

Reforms 

 Challenges in clean energy 

 Energy Efficiency 

 

39. Capital Account Convertibility..73 

 India’s regulation over CAC 

 Advantages of CAC 

 Disadvantages of CAC 

 

 

 



 

https://momentumias.com Page 1 
 

 

 

Why in the news? 

 Finance Minister Nirmala Sitharaman announced the launch of the Digital Rupee — a central bank digital 

currency (CBDC) — 2022-23 onwards. 

 The Reserve Bank of India (RBI) has proposed amendments to the Reserve Bank of India Act, 1934, which 

would enable it to launch a Central Bank Digital Currency (CBDC). 

 

What is a CBDC?  

 CBDC is a legal tender issued by a central bank in a digital form.  

 It is similar to a fiat currency issued in paper and is interchangeable with any other fiat currency. 

 It is the sovereign currency in an electronic form and will appear as a liability (currency in circulation) on a 

central bank’s balance sheet.  

 The Bahamas launched the world’s first CBDC in October 2020 called the “Sand Dollar”. China 

introduced thee-CNY, the digital form of the Chinese Yuan, at the Winter Olympics.  

 

CBDCs vs. Cryptocurrencies: 

 

What is the need for CBDC?  

 There's a wide disconnect between the number of bank accounts and mobile phone connections in India and 

CBDC can possibly bridge this gap.  

 Digital Rupee provides India with the opportunity to establish the dominance of Digital Rupee as a superior 

currency for trade with its strategic partners, thereby reducing its dependency on the dollar.  

 Can help India in addressing the malpractices such as tax evasion, terror funding, money laundering, etc. 

 Empower RBI to monitor transactions and credit flow across the Indian economy.  

 

 

1. CENTRAL BANK DIGITAL 

CURRENCY 

https://momentumias.com/
https://indianexpress.com/about/nirmala-sitharaman/
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Benefits of CBDC: 

 Free from credit and liquidity risk: CBDC eliminates the third-party risk of events like bank failures or 

runs. Any residual risk that remains in the system rests with the central bank. 

 Cross-border payment improvements: High cross-border transaction costs can be lowered by reducing 

the complex distribution systems and increasing jurisdictional cooperation between governments. 

 Financial inclusion: Removes the cost of implementing a financial structure within a country to bring 

financial access to the unbanked population. 

 Expands access to the general public: CBDCs can establish a direct connection between consumers and 

central banks, thus eliminating the need for expensive infrastructure. 

 Real-time money transfer: Money transfers and payments can be made in real-time from the payer to 

payee without relying on intermediaries such as banks.  

 Income Tax: Tax avoidance and tax evasion will be near to impossible as methods such as offshore banking 

and unreported employment cannot be practiced to hide financial activities from the central bank. 

 CBDCs provide users with convenience and security of digital as well as the regulated, reserve-backed 

circulation of the traditional banking system. 

 

Issues with CBDCs: 

 Bank disintermediation CBDC may have major consequences in terms of financial stability given that it 

may result in bank disintermediation and lead to serious implications for banks’ core business. 

 Low user adoption: This can arise if its usefulness to consumers and merchants are not well perceived. 

Low CBDC adoption could hinder the policy objectives of the central banks. 

 Elevated cyber security risks, vulnerability testing and costs of protecting the firewalls. 

 Operational burden and costs for the central bank in managing CBDC. 

 Reduced privacy relative to physical cash as the CBDC holdings could be tracked and accounted for. 

 Financial literacy of the public is a serious challenge, especially for central banks whose primary objective 

behind issuing a CBDC is promoting financial inclusion.  

 

Conclusion: 

The Digital Rupee can have many usages in the real world such as in programmable payments for subsidies 

and use by financial institutions for faster lending and payments. We could see a pragmatic shift to a cashless 

economy in the near future. This can give impetus to the government’s stress on cashless payments and positively 

impact the banking system. 
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In the news: 

FM has proposed that any income from transfer of 

any virtual digital asset shall be taxed at the rate of 30%. 

 

Cryptocurrency: 

 Cryptocurrency is a specific type of virtual 

currency, which is decentralized and protected by 

cryptographic encryption techniques.  

 Decentralization implies that there is no central 

authority where records of transactions are 

maintained.   

 Instead, transaction data is recorded and shared 

across multiple distributor networks, through independent computers.  This technology is known as 

Distributed Ledger Technology. 

 El Salvador is the first and only nation so far to formally recognize Bitcoin as a form of legal tender on June 

9, 2021. 

 

Current status in India:  

 The government’s position on digital assets has evolved significantly over the past several years, from an 

outright prohibition on cryptocurrencies in 2016 to some new cryptocurrency rules. 

 As per a report published by chain analysis, India stands second globally in Crypto Adoption Index (2021) 

rankings. 

 Technically, there is neither a ban on the use of cryptocurrencies (or crypto assets) in India, nor a regulation 

that govern their actual usage. 

 The proposed law will tax revenue from cryptocurrencies and other digital assets at a rate of 30%, and it also 

includes a provision for a Tax Deduction at Source (TDS) of 1% for transactions with values greater than 

₹50,000. 

 

As a threat to India's sovereignty: 

 What gives the cryptocurrency value? These cryptocurrencies are not issued by any country, are not 

backed by any asset/sovereign guarantee and it’s highly difficult to confine the flow of these cryptocurrencies 

within a particular geography. 

 Loss of monetary sovereignty: If a cryptocurrency like bitcoin has to become a significant medium of 

exchange in the country, it will be highly difficult for RBI to use monetary policy tools to manage money 

supply resulting in loss of monetary sovereignty by India. This is a concern shared by all the major 

economies of the world including India. 

 The flow of funds from one country to another: The easy in/outflow of cryptocurrency across borders 

makes cryptocurrencies 'hot money' and even if those are accepted as crypto assets, RBI is apprehensive 

about such hot money leaving the shores of India in times of economic crisis.  

 Money laundering & terror financing: The pseudo-anonymity and censorship-resistant features of 

cryptocurrencies make them much easier to be used for money laundering/counter-terrorist financing 

making cryptocurrencies a favourite among fugitives and charlatans. 

2. CRYPTOCURRENCY: THREAT TO INDIA’S 

SOVEREIGNITY 
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 Tax evasion: It has the potential to facilitate illegal activity broadly including tax evasion. It offers 

investors a way to shield income from tax authorities. In that way, it could lead to a tax gap, thus causing 

loss to the government. 

 Cyber security risks: Cryptocurrency designs have several vulnerabilities which leave consumers open to 

risk of phishing, cyber-attacks and ponzi schemes.   

 

Government’s Stand on Crypto: The Government of India is working on legislation for the regulation of 

this sector. The Cryptocurrency and Regulation of Official Digital Currency Bill, 2021 is waiting to be tabled in the 

Indian parliament. The key provisions are - 

 The bill proposes to prohibit all private cryptocurrencies in India however permitting certain exceptions that 

promote block chain technology. 

 The draft Bill seeks to prohibit mining, holding, selling, trade, issuance, disposal or use of cryptocurrency in 

the country. 

 The draft Bill permits the use of processes or technology underlying any cryptocurrency for the experiment, 

research, or teaching. 

 The central government, in consultation with the RBI, may issue a digital rupee as legal tender. 

 

 

Way forward: 

A high-level Inter-Ministerial Committee under S.C. Garg was constituted in November 2017 to study the 

issues related to virtual currencies and propose actions to be taken. The Committee submitted its report on 

February 28, 2019. The key recommendation was - 

 All private cryptocurrencies, except any cryptocurrency issued by the State, be banned in India.  

 Any activity connected with cryptocurrencies can be criminalized through a law. 

 The government may establish a Standing Committee to take into account the global and local technological 

developments in the field and revisit the issues related to virtual currencies, as and when required. 

 It would be advisable to have an open mind regarding the introduction of an official digital currency in India. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://momentumias.com/


 

https://momentumias.com Page 5 
 

 

 

 

What is e-commerce? 

Electronic commerce (e-commerce) is the marketing, buying and selling of merchandise or services over the 

Internet. It encompasses the entire scope of online product and service sales from start to finish. 

 

Growth of e-commerce in India: 

 India is the fastest growing market for E-commerce sector. 

 In 2022, the Indian e-commerce market is predicted to increase by 21.5% expected to reach US$ 350 billion 

by 2030. 

 The Consumer Protection (E-Commerce) Rules, 2020, were previously notified and made effective by the 

Ministry of Consumer Affairs, Food, and Public Distribution under the Consumer Protection Act, 2019. 

 

Key Provisions of Draft E-Commerce Rules 2021:  

 Compulsory Registration: E-commerce firms must register with the Department of Promotion for 

Industry and Internal Trade (DPIIT) of the Ministry of Commerce and Industry. 

 Ban on Flash Sale: The draft rules seek to ban “specific flash sales” by e-commerce entities. 

 Compliance Officer: E-commerce businesses are also required to designate a Chief Compliance Officer 

(CCO) and a nodal contact person to coordinate with law enforcement authorities 24 hours a day, seven days 

a week. 

 Clause of Country of Origin: The entities will also have to identify goods based on their country of origin 

and provide a filter mechanism at a pre-purchase stage for customers. 

 Associated Enterprise: Any entity having 10 percent or more common ultimate beneficial ownership will 

be considered an “associated enterprise” of an e-commerce platform. 

 Time-bound Information: The draft rules propose that the information sought by the government agency 

will have to be produced by the e-commerce company “within 72 hours of the receipt of an order from the 

said authority”. 

 

Issues with e-commerce policy: 

 None of an e-commerce entity's related parties can be enrolled as a seller for direct sale to consumers. 

 The new e-commerce rules create over-regulation, along with a scope for interpretative ambiguity in rules. 

This will retard growth and job creation in the hitherto expanding e-commerce sector. 

 Unlike the last set of rules issued by the commerce ministry, this draft doesn’t distinguish between 

foreign and domestic e-commerce. 

 Registering and running a business over private platforms is costly and hence not affordable by MSMEs.  

 The rules will open the door to subjective government intervention. For instance, flash sales are 

prohibited if they are back-to-back and limit customer choice. The decision on whether a sale violates these 

terms remains vulnerable to regulatory interpretation. 

 

Way forward: 

 The government needs to remove ambiguities that arise from multiple ministries governing the e-commerce 

sector.  

 Formulate definite mechanisms for e-commerce players to enable self-regulation 

 Ensure the protection of consumer rights and privacy through the inclusion of a pro-customer regulatory 

framework. 

 Ensure the protection of personal data in consonance with the upcoming Personal Data Protection Bill. 

3. E- COMMERCE POLICIES IN INDIA 

https://momentumias.com/
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 Address the concerns of the traditional brick-and-mortar shops and local businesses and lay out a strategy 

and road map for on boarding them on the e-commerce platforms  

 Frame suitable social security schemes relating to insurance, working conditions, disability and other 

benefits for gig and platform workers, and mandate e-commerce companies to extend such benefits to them.  
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Financial Inclusion:  

 According to the World Bank, Financial inclusion means that individuals and 

businesses have access to useful and affordable financial products and services that meet their needs.  

 Financial inclusion is achieved when all individuals and businesses have access to and can use a wide range 

of financial services that are responsibly and affordably provided by sustainable institutions in a well-

regulated environment. Accessibility, affordability and availability of financial services are 3 

pillars of financial inclusion. 

 

About PMJDY: 

 With a view to further enhance the financial 

inclusion interventions in the country, 

Government initiated the National Mission for 

Financial Inclusion (NMFI), namely, Pradhan 

Mantri Jan Dhan Yojana (PMJDY) in August, 

2014 to provide universal banking services for 

every unbanked household, based on the guiding 

principles of banking the unbanked, securing the 

unsecured, funding the unfunded and serving un-

served and under-served areas.  

 PMJDY is one of the biggest financial inclusion 

initiatives in the world. 

 

Achievements under PMJDY: 

 PMJDY Accounts: PMJDY accounts have grown more than three-fold from 14.72 crore in March 2015 to 

45.15 crore in April 2022. 

 Operative PMJDY Accounts: In August 2021, out of total 43.04 crore PMJDY accounts, 36.86 crore 

(85.6%) are operative. 

 Deposits under PMJDY accounts : With respect to March 2015 vs March 2022,  

a. Deposits have increased about 10.62 times 

b. Accounts have increased about 3.06 times 

 Average deposit per account is Rs. 3,723 (as on April 13, 2022). 

 Total RuPay cards issued to PMJDY account holders: 31.64 Crore (as on April 13, 2022). 

 Number of RuPay cards & their usage has significantly increased over time. 

 Jan Dhan Darshak App :A mobile application, was launched to provide a citizen centric platform for 

locating banking touch points such as bank branches, ATMs, Bank Mitras, Post Offices, etc. in the country. 

 Under PM Garib Kalyan Yojana, an amount of Rs. 500 per month for three months (April 2020 to June 

2020), was credited to the accounts of women account holders under PMJDY.  

 

Impacts: 

 Direct benefit transfer (DBTs) via PM Jan Dhan accounts have ensured every rupee reaches its intended 

beneficiary and prevents systemic leakage. 

 It provides an avenue to the poor for bringing their savings into the formal financial system.  

4. PM JAN DHAN YOJANA 
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 PMJDY has been the foundation stone for people-centric economic initiatives. Whether it is DBT, 

Covid-19 financial assistance, PM-KISAN, increased wages under MGNREGA, life and health insurance 

cover, the first step of all these initiatives is to provide every adult with a bank account.  

 Benefits like scholarships, subsidies, pensions, and COVID relief funds are credited to the bank accounts, 

including Jan Dhan Accounts, through Direct Benefit Transfer (DBT). 

 

Challenges: 

 Jan Dhan accounts are prone to problems of zero balance, duplication and dormancy. 

 The technological issues affecting banks from poor connectivity, networking and bandwidth problems to 

managing costs of maintain infrastructure especially in rural areas.  

 Most of the people are aware but still so many are not turned around as they are not understanding the 

proper procedure of opening an account and required documents at a time. 

   

Way forward: 

 There is a need to speed up the issue of RuPay cards to Jan Dhan account holders. 

 There is a need for an accelerated universal reach of bank accounts along with access to financial 

products relating to credit, investment, insurance and pension. 

 It is the responsibility of all the stakeholders to ensure that the financial ecosystem (including the 

digital medium) is inclusive.  

 These efforts have to be supported by a robust grievance redressal mechanism.  

 It should be capable of effectively addressing the risks like mis-selling, cyber security, data privacy 

and promoting trust in the financial system through appropriate financial education and awareness.  
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What is a Cashless Economy? 

 An economy in which transactions of cash are less and transactions mainly take place on credit cards, debit 

cards, e-wallets, or any digital payments. 

 This is a much cheaper method and will also help control excess inflation caused by the overprinting of 

money for circulation in the economy. 

 It will also help in the rapid development of Digital India which is a program launched by the government of 

India in 2015. 

Why should India transform into a cashless economy?  

 Cash is expensive: A significant amount of time and money is needed to print the currency. 

o There is the cost for the setting up of and maintaining of the ATMs.  

o The paper currencies have shelf-life after which it needs to be replaced.  

o It is estimated that the direct cost of running a cash-based economy is about 0.25% of India’s GDP.  

 Cash is the driver of the shadow economy: Cash is difficult to trace. Its transaction provides secrecy 

enabling the people to carry out illegal activities like tax evasion, black money.  

 Enables financial inclusion and increased tax revenues: A cashless economy mandates all citizens to 

have bank accounts. This will ensure a higher financial inclusion rate and minimizing the possibility of tax 

evasion exponentially. 

What are the measures taken by the Indian government? 

 Demonetization: It had nudged India towards being a cashless economy. Paytm had witnessed 5 million 

daily usage post demonetization as opposed to their average transaction of three million. 

 Direct Benefit Transfer (DBT): To transfer the benefits and subsidies of various social welfare schemes 

like LPG subsidy, Old Age Pension, Scholarship, MGREGA, etc. directly to the bank account of the 

beneficiaries. This allowed for the penetration of digital banking into rural India. 

 Unified Payment Interface (UPI): It is a system that powers multiple bank accounts into a single mobile 

application (of any participating banks), merging several banking features, seamless fund routing, and 

merchant payments into one hood.  

 GST: The implementation of GST has encouraged businesses to opt for cashless transactions. 

 Digital India: Digital India is a campaign launched by the Government of India to help the rapid 

development of digital infrastructure in India especially in the rural parts of the country. 

 Financial Literacy Centres: The RBI and Finance Ministry have established the Financial Literacy 

Centres (FLCs), a keystone of the PMJDY. This initiative has provided financial education programmes to 

spread awareness of banking products and benefits. 

Challenges in cashless economy: 

 Lack of adequate infrastructure and technology within the Indian society. The ATMs are concentrated 

in urban areas and they are scarce in suburban and rural areas. 

 Limited usage of credit/debit cards.  

 The penetration of mobile internet is very low in rural India: Making India a cashless economy is 

highly difficult in the current scenario as rural India has poor internet connectivity. 

 The awareness and knowledge related to digital transactions are limited in rural areas. 

5. CASHLESS ECONOMY: IS INDIA PREPARED? 
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 Indian economy is cash-dependent: India is much dependent on cash, so much so, that the MNCs like 

Amazon had to include “cash on delivery” to penetrate the Indian market. 

 Technological innovations and developments. Rural India’s adaptation to new technologies is slow. 

This is a major concern for India’s aspiration to become a cashless economy. 

Way forward: 

 Targeted financial education drive can be undertaken by the government to improve the knowledge of e-

transactions to the public, even the illiterate. 

 The banks must make sure that the transaction fee is either free or affordable to all . The banks must 

encourage the opening of zero balance accounts to encourage the poor to make use of the bank accounts. 

 The government must improve internet connectivity in rural India and other isolated regions. 

 Supporting infrastructures must be assured like the availability of ATMs in the rural and suburban areas. 

  

  

  

  

  

  

  

  

  

  

 

 

 

 

 

 

 

 

 

6. INDIA’S EXPORT DURING COVID 
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 The devastating impact of Covid-19 pandemic has shrunk the 

world economy by 4.4% and global trade by 5.3%; job losses have 

been estimated to be to the tune of 75 million. 

 India reported $101.89 billion in exports. This is the first time 

that Indian exports have crossed $100 billion mark. 

 Government has set merchandise export target of $400 billion 

for the year 2021-22 and overall export target of 1 trillion 

exports by 2027. 

 

Impact of Covid on Indian economy: 

 As percentage of GDP, India’s exports are about 18 per cent of 

GDP. 
 India’s GDP contracted by 7.3% according to the National 

Statistical Office. 
 About 10 million jobs were lost in India according to the Centre 

for Monitoring Indian Economy Pvt. Lt.  
 The uncertain global trade situation caused by the pandemic severely hit global merchandise trade in 2020, 

and India was not immune to the impact. Exports in FY 2020-21 amounted to a total of US$291.8 billion, 

declining 6.8 percent 

Agriculture Export:         

 Agri-exports touched $41.8 billion in FY 2020-21, registering a growth of 18 per cent over the previous year. 

 India occupies a leading position in global trade of agricultural products.  

 However, its total agricultural export basket accounts for a little over 2.5% of world agricultural trade. 

 The major export destinations were USA, Saudi Arabia, Iran, Nepal, and Bangladesh. 

Underperformance of Indian exports due to: 

o Product competitiveness - The domestic factors like lackluster infrastructure, complex land and labour 

laws, fragmented and unregulated logistics sector have impeded the creations of conditions for Indian 

companies to compete in global markets. 
o Limited diversification of India’s export basket -with the top 10 principal exports in terms of commodity 

groups accounting for as much as 78 per cent of total merchandise exports. 
o Participation in the global value chain: India’s participation has been low compared to the major 

exporting nations in East and Southeast Asia. For instance, export growth of capital-intensive products from 

China has been mainly driven by its participation in the GVCs. 
o Poor research & development infrastructure to promote complex and unique export 
o Comparative skill and labour : India has seen its share in low skilled and labour intensive labour intensive 

exports in textile, garments etc in recent years while Bangladesh has almost caught up to India, and Vietnam 

has well overtaken it. 

 

 

Measures taken to boost the exports: 

 Assistance provided through several schemes to promote exports, namely, Trade Infrastructure for 

Export Scheme (TIES) and Market Access Initiatives (MAI) Scheme. 
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 A Central Sector Scheme –‘Transport and Marketing Assistance for Specified Agriculture 

Products’–for providing assistance for the international component of freight to mitigate the freight 

disadvantage for the export of agriculture products. 

 Remission of Duties and Taxes on Exported Products (RoDTEP) scheme and Rebate of State and 

Central Levies and Taxes (RoSCTL) Scheme have been launched.  

 Common Digital Platform for Certificate of Origin has been launched to facilitate trade and increase 

Free Trade Agreement (FTA) utilization by exporters. 

 Promoting and diversifying services exports by pursuing specific action plans for the 12 Champion 

Services Sectors. 

 Promoting districts as export hubs by identifying products with export potential in each district, 

addressing bottlenecks for exporting these products and supporting local exporters/manufacturers to 

generate employment in the district. 

 

Way forward: 

 There is a need to fast-track the PM Gati Shakti-National Master Plan for multi-modal connectivity. 

 India can also think of creating an Ocean Freight Index. Ocean freights are a critical component of the cost 

of exports.  

 India should take massive steps in creating self-reliance in shipping containers. Almost all the shipping 

containers used today are imported from China.  

 Augmenting state infrastructure will be the key to boosting exports. Each state needs to understand its 

export opportunities and develop the proper infrastructure.  

 Digitalisation is the way forward today to compete with global players. 
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 ‘Situation Assessment of Agricultural Households and Land Holdings of Households in Rural India, 

2019’ survey by the National Statistical Office states that the average outstanding loan per agricultural household 

increased 57.7 percent from 2013 to 2018. Also 50.2% of the agricultural household still remains in debt. 

 

Factors responsible for rising indebtedness in agricultural households: 

 Inadequate growth in farm productivity and income: This can be attributed to  

 The loans are used to invest in farm mechanization which increases the cost of cultivation. 

 Climate change affects weather and rain patterns leading to decline in agricultural productivity. 

 Price volatility and poor agricultural marketing practices and value addition.  

 Farm loan waivers: With more agriculture loans being waived-off, it is easier for farmers to take loans 

without the fear of repaying the amount if there is a loss. 

 Agriculturists in India are involved in various kinds of disputes related to land, property, etc., which 

involve heavy expenditure and time.  

 Crop Insurance uptake is still low in India due to lack of awareness and delays in claim payments. 

 High cost of informal loans: The small and marginal farmers, tenants and agricultural labourers still 

heavily depend upon informal sources of finance to meet their credit needs and pay very high rates of 

interest, which pushes them into debt cycle. 

 

Impact of agriculture indebtedness: 

While sustainable debt incurred to buy farm machinery or to invest in crop diversification can boost future 

income and enhance agriculture productivity, unsustainable debt can lead to issues such as: 

 Threatens food security: Mounting debt exacerbates the unviability of agriculture as an economic 

activity, threatening food security and pushing farmers into a seemingly endless spiral of debt. 

 Impacts rural poverty: Enhanced rural poverty and impact on overall socioeconomic growth in 

agricultural households in terms of educational and health outcomes. 

 Pressure on banking system: Indebtedness inhibits the provision of new loans and creates pressure on 

the banking system due to increased possibility of default.  

 Marginalization of farming community: Increased indebtedness and with mere incomes the farming 

community finds themselves in a never ending debt cycle, and in extreme cases making them opt for 

suicides. 

 Hinders agricultural extension: Reduced investment in modernization of agriculture impedes the 

agriculture extension processes. 

 

To resolve the issue of rising debt, a holistic approach is needed that focuses on- 

 Enhancing agricultural productivity and farmer’s income by initiating programmes that focus on 

teaching farm-related technologies to the farmers and promote climate suitable and high value agriculture. 

 Enhance accessibility of institutional credit facilities, especially for small and marginal farmers 

through steps such as setting-up mobile branches of banks in rural areas, reducing the transaction costs, 

computerization of land records etc. 

 Information regarding the laws and their implementation should be given to the villagers so that 

they do not get into the clutches of the moneylenders for generations. 

 The debts should be handled by special institutions such as banks. Such banks pay the amount to the 

moneylenders on one hand and recover the same from the debtors on easy terms. 

 

7. AGRICULTURE INDEBTNESS IN INDIA 
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Conclusion: 

Indebtedness in one form or another has been in existence for centuries. However  Measures like loan waiver can 

provide only a temporary relief; instead a long term solution is needed to solve farmer’s woes. Agrarian distress and 

farmers’ income will be addressed much better if both the Centre and States undertake and sincerely implement 

long-pending reforms in the agriculture sector with urgency. 

 

 

 

 

 

 

 The U.N. General Assembly recently adopted a resolution, sponsored by India and supported by more than 70 

countries, declaring 2023 as the International Year of Millets. 

 

Aim: 

 The aim is to increase awareness of the health benefits of millets.  

 Direct policy action to the nutritional and health benefits of millets consumption.  

 Their suitability for cultivation in tough conditions. 

 

Significance: 

 The millets have 

three different 

dimensions of 

climate, nutrition, 

and cultural 

quotient.  

 This is because they 

are climate-resilient 

and suit dry land 

farming. 

 They have high 

nutritional value.  

 They are also related 

to culture since they 

are an integral part of 

food habits. 

 It will contribute in 

regions that are 

drought prone or threatened by climate change particularly to food security, nutrition, ensuring 

livelihoods and incomes of farmers, poverty eradication and the achievement of the Sustainable 

Development Goals.  

 There is need to promote the nutritional and ecological benefit of millets to consumers, producers, and 

decision-makers, to improve production efficiencies, research, and development investments and food sector 

linkages. 

 

 

 

8. INTERNATIONAL YEAR OF MILLETS 
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Challenges in Millet Farming: 

 Procurement and subsidized supply of rice & wheat through the PDS has made farmers shift from 

millets to these crops. 

 In the absence of proper market linkages for forest and agricultural produce, millet consumption is 

restricted to rural haats, bazaars, tourist spots and festivals. 

 The awareness of the benefits of millets is still low and this is the reason for the lesser number of 

players working on value-added millet products in India. 

 Unjust pricing and intermediaries have led to farmer distress. Market dynamics don’t favour the growth 

of millets. 

 Scalable intervention in millet production, processing, and cross-border trade is yet to be observed.  

 

Steps taken by India for promotion of millets: 

 India celebrated 2018 as ‘National Year of Millets’, 

 In April, 2018 govternment notified these cereals as ‘nutri-cereals’ and allowed its inclusion in the Public 

Distribution System (PDS) for improving nutritional support. 

 The millets in the category of “Nutri-Cereals” include Sorghum (Jowar), Pearl Millet (Bajra), Finger Millet 

(Ragi), Foxtail Millet (Kangani/ Kakun) and Buckwheat (Kuttu) among others. 

 Recognizing millets’ anti-diabetic properties, the notification called it a “powerhouse of nutrients” and 

identified several varieties of millets for promotion. 

 The government had substantially hiked the minimum support price (MSP) of millets so that more and 

more farmers may opt for cultivation of these less water consuming crops. 

 Millets included under POSHAN MISSION Abhiyan by Ministry of Women & Child Development. 

 

 

 

 

 

 

 

 

 

9. NATIONAL EDIBLE OIL MISSION- OIL PALM 
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India produces less than half of the roughly 2.4 crore tonnes 

of edible oil that it consumes annually. It imports the rest, buying 

palm oil from Indonesia and Malaysia, soy oil from Brazil and 

Argentina, and sunflower oil, mainly from Russia and Ukraine. 

 

About NEOM-OP:  

 The “excessive dependence” on imports has raised the pitch 

for “Atmanirbharta” in edible oil.  

 The Prime Minister launched the National Edible Oil 

Mission-Oil Palm (NEOM-OP) in 2021. 

 

 Objectives of the scheme: 

 To harness domestic edible oil prices those are dictated by 

expensive palm oil imports. 

 To raise the domestic production of palm oil by three times 

to 11 lakh MT by 2025-26. 

 This will involve raising the area under oil palm cultivation 

to 10 lakh hectares by 2025-26 and 16.7 lakh hectares by 

2029-30. 

 

Significance: 

 Reduction in Import dependence: It is expected to 

incentivize production of palm oil to reduce dependence on 

imports and help farmers cash in on the huge market. 

 Rise in Yields: focus more on areas available for oilseeds and oil palm cultivation. Ensuring assistance to 

seed gardens for the North-East and ecological hotspots.  

 Increasing farmers’ incomes: Since palm oil has the potential to provide the highest return on 

investment per acre compared to other commercial crops.  

 The NMEO-OP move will strengthen the entire value chain from farm to fork.  

 This requires setting up processing units closer to farmgate, which can reduce seasonal unemployment.  

 NMEO will also help set up processing units to remote regions and reduce out-migration to major cities.  

 

Concerns with the Mission: 

 Deforestation and Biodiversity Loss: It is considered to be a major driver of deforestation and has also 

led to the destruction of endangered animal’s habitats in various regions of Indonesia and Malaysia. 

 Contribute to Climate change: The palm plantation also led to the conversion of rich soils to millions of 

tonnes of greenhouse gases contributing to climate change. 

 Change traditional agriculture practices: In the North East, oil is used very rarely in food, thus there 

will not be any immediate benefit to the community. Create conflict between Government and communities 

over customary land rights. 

 Oil palm is incredibly water-intensive and can put an excess burden on groundwater.   

 The crops are also a huge water guzzler, thereby, impacting not just the flora and fauna but also local 

communities inhabiting the region. 
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 Small holdings of farmers with limited resources. 

 

Measures Taken: 

 The scheme substantially increases the input assistance to farmers for oil palm cultivation, to Rs 

29,000/hectare from Rs 12,000/hectare. 

 The scheme will also provide seed gardens with assistance of up to Rs 80 lakh/15 hectares in the rest of 

India, and Rs 100 lakh/15 hectares in the northeast and Andaman regions. 

 Prices of a variety of products where palm oil is used, such as chips, instant noodles, pizza dough, shaving 

cream, toothpaste, lotions, lipsticks and other personal care items and cosmetics, rose in the same measure. 

 The government aims to increase annual palm oil production to 11 lakh tonnes by 2025-26, and 28 lakh 

tonnes by 2029-30.  

 Indian Palm Oil Sustainability framework (IPOS) which was created for the Indian palm oil industry 

by Indian palm oil stakeholders.  

 

 

 

 

 

 

 

 

Adapting to climate change – physical risk assessment for global cotton production was commissioned by 

the Cotton 2040 initiative by the Laudes Foundation.  

 

Key findings: 

 It stresses that all global cotton growing regions will be exposed to increased risk from at least one climate 

hazard by 2040. 

 All six highest cotton-producing countries – India, the USA, China, Brazil, Pakistan and Turkey – are 

exposed to increased climate risk, particularly from wildfire, drought and extreme rainfall. 

 Cotton exposure to heat stress (defined as temperatures above 40°C) will be an increased risk across 75% of 

cotton growing regions, with the risk being high or very high across above 5% of regions. 

 40% of global cotton growing regions is projected to experience a decrease in growing season as temperatures 

increase beyond the optimum temperature range for cotton 

growing. 

 Exposure to increased risk from drought will impact around 

50% of cotton. 

 20% of the world’s cotton growing regions will be exposed to 

increased risk from fluvial flooding by 2040, and 30% of 

cotton growing regions will be exposed to increased risk 

from landslides. 

 

Cotton productivity in India: 

 India is the highest cotton producing country globally, 

engaging around 60 million people directly or indirectly in its cotton value chain, with about 40 to 50 million 

people employed in the cotton trade and it’s processing.  

 India has the distinction of having the largest area under cotton cultivation which is about 37% of the 

world area under cotton cultivation between 12.0 million hectares to 13.5 million hectares. 

 The majority of Indian cotton is grown on small farms of less than 1 hectare.  

10. COTTON CULTIVATION: CLIMATE RISK 

VULNERABILITY 
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 By 2030, India’s cotton production is projected to expand to 7.2 mt.  

 

 

Impact of Climate change on cotton production in India: 

 India -with its diverse geographical features, socio-economic conditions and a large proportion of the 

population dependent on agriculture and natural resources for sustenance is exceptionally prone to the 

large-scale risks posed by climate change. 

 According to the Global Climate Risk Index, 2019, India ranks 14th in terms of weather-related losses 

and future climate risks. 

 Climate change can cause direct damage to cotton crop either through gradual, incremental changes, 

such as atmospheric warming or changes in total rainfall or through sudden changes and extreme weather 

events such as flooding, hailstorms or heatwaves. 

 When cotton crops are damaged due to increases in temperature or climate-induced pest attacks, this 

results in a higher cost of production per hectare for the cotton farmer.  

 Results in indirect impacts include lower expenditures on food and health and education for poorer, small-

holder cotton farmers, which ultimately pushes those rural households towards, or further below, the 

poverty line.  

 Climate change can also cause direct impacts on the value chain as a decrease in water availability due to 

a drying climate increases pressures on water-intensive activities chain such as dyeing, particularly in 

northern India.  

 Impacts on cotton processing units may include: uncomfortable working conditions in mills due to an 

increase in temperature; an increase in demand of imported cotton for ginning and spinning units due to 

crop failures; poor quality cotton and closing of small units.  

 Impact on employment: job loss due to a decrease in domestic cotton production; and the requirement to 

compete with international markets for purchasing raw cotton. 

 

Way forward: 

 Climate-smart agriculture increases agricultural productivity and incomes sustainably and equitably. 

 Prioritise supporting and implementing adaptation actions to help build climate resilience across the cotton 

value chain.  

 Efforts to adapt to changing conditions by shifting planting times, 

 Boosting irrigation  

  providing farmers with climate forecasts could help some cope better 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

11. SERVICE SECTOR INDIA’S POTENTIAL HAS REAPED? 
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In India, services have outpaced manufacturing and become the main force, driving both jobs and growth. The 

services sector in India has grown exponentially over the past few decades to become the most dominant segment of 

the economy. 

Trend in service sector:  

  It now occupies the biggest share of the GDP at over 60 per cent.  

 The services sector accounts for over 54 % of India’s GVA and nearly four-fifths of total FDI inflow 

into India.  

 Services sector accounts for 48% of total exports, outperforming goods exports in the recent years.  

 The Indian start-up ecosystem has been progressing well amidst the COVID-19 pandemic, being home to 38 

unicorns - adding a record number of 12 start-ups to the unicorn list last year.  

 Key indicators such as Services Purchasing Managers’ Index, rail freight traffic, and port traffic, are 

all displaying a V-shaped recovery after a sharp decline during the lockdown 

 India’s space sector has grown exponentially in the past six decades: 

 Spent about US$ 1.8 billion on space programmes in 2019-20 

 Space ecosystem is undergoing several policy reforms to engage private players and attract 

innovation and investment.  

  India’s natural coastline and vast river network give it a competitive edge in providing transportation and 

logistics services, both domestically and internationally. 

 Software & Engineering Services has witnessed a consistent growth each year, constituting a share of 21 

per cent in the sector and US$ 40.2 billion in revenue in 2019-20. 

 

Challenges Faced by Service Sector in India: 

 Tax holidays: The service sector has traditionally been one of the most tax heavy sectors, with multiple 

direct and indirect taxes, import duties, luxury taxes etc. This also makes it one of the largest contributors to 

Indian GDP. 

 Access to loan: Unlike the manufacturing sector that requires heavy investments in property, machinery 

and set-up, the service sector enterprises lack of tangible assets also hampers the loan credibility of many 

companies. 

 Employment in Services: Employment has not kept pace with the share of the sector in gross domestic 

product and has not produced the number or quality of jobs needed.  
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 Lack of Policy: There is no policy leading to inclusive growth, and multiple, uncoordinated governing 

bodies adversely affect the growth of the sector. Many regulations are outdated, and there are restrictions 

and barriers to foreign direct investment. 

 Market Access Barriers: There are many market access barriers in India’s trading partner countries. 

Some of them for major services include Visa issues in different countries for Professionals; licensing of 

professional service suppliers. 

 Lack of Infrastructure -The availability of infrastructure facilities has always been a big challenge, 

especially in rural and semi-urban areas. 

 

Measures taken: 

 Production Linked Incentive (PLI) scheme: In October 2021, the government launched a production 

linked incentive (PLI) scheme to boost the manufacturing of telecom and networking products in India. It 

will help in reducing India’s dependence on other countries for the import of telecom and networking 

products.   

 BharatNet project. : The Department of Telecommunications (DoT) has started pre-bid meetings with 

various stakeholders to implement the public-private partnership model (PPP) for the BharatNet project 

 The ‘Make in India’ programme has identified twenty-five thrust areas from both manufacturing and 

services sectors to provide major push to both these sectors. 

 The International Tourism Mart is organized every year in North-Eastern States with the objective to 

highlight the tourism potential in the region.  

 FDI limit for insurance companies has been raised from 49% to 74% and 100% for insurance intermediates. 

 

Way forward: 

 Industry must develop competitive advantage, focus on quality and explore new destinations and services. 

 The government must give possible tax-relief to the sector so that the demand picks up. 

 Reduced GST on value items, entertainment etc may enthuse spending. 

 The tourism sector must be incentivized through schemes like Swadesh Darshan, exciting travel packages 

by IRCTC, Air India, state transports etc. 

 The digital capacity building may help the Edu-tech startup ecosystem to grow capitalizing on the current 

boom. 

 Reforms in Aviation sector must bring efficiency in operation of schemes like UDAN through price 

optimization of Aviation Turbine Fuel. 

 The need is to make service sector absorb more workforce into it.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

In the news: 

12. INDIA’S PROGRESS ON SDGs 
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 India ranks 121 in the global Sustainable Development Report, 2022 adopted as a part of the 2030 agenda 

by 193 United Nations member states in 2015 

 

Global index of SDGs - India's performance: 

 In the 2022 Global Index of SDGs, the country ranked 121 out of the 163 countries with the SDG index 

score of 60.3. It had ranked 117 in 2020 and 120 in 2021. 

 Since 2015, the report has been tracking and ranking the performance of 163 UN member states on SDGs. 

With the latest rankings, India is now behind all south Asian nations except Pakistan, which stands at 

129. 

 India's rank dropped primarily because of major challenges in 11 SDGs including zero hunger, good 

health and wellbeing, gender equality and sustainable cities and communities. 

 The progress in around 10 of these goals is similar to those in 2021. These include SDG 2 on ending hunger, 

SDG 3 on good health and well being and SDG 6 on clean water and sanitation.  

 But ensuring decent work (SDG 8) has become more challenging.  

 India also performed poorly in dealing with quality education and life on land aspects.  

 The previous year, India had suffered on the fronts of ending hunger and achieving food security, achieving 

gender equality and building resilient infrastructure, promoting inclusive and sustainable industrialization 

and fostering innovation. 

 India is on track to achieving SDG 13 on climate action, the report mentioned. 

 This decline in India’s overall performance is primarily due to eight states — Bihar, Telangana, Rajasthan, 

Uttar Pradesh, Karnataka, Andhra Pradesh, Punjab and Jharkhand — whose scores have dipped under 

SDG 13 in the two years. 

 Jharkhand and Bihar are the least prepared to meet the SDGs by the target year 2030. 

 Telangana, the state which is among the top overall performers (rank six) in the country, has seen a dip in 

its score for climate action by 23 points.  

 

India’s challenges in achieving the SDGs: 

 Defining Indicators: Developing appropriate metrics to adequately monitor the development of the SDGs 

is one of India’s biggest difficulties. India's track record reveals that it has struggled to establish useful 

indicators for measuring outcomes.  

 Financing SDGs: Keeping infrastructure, like housing and sanitation, and employment up with levels of 

urbanization is difficult due to financial limitations and the sheer rate of urbanisation. 

 Supply chain management and transport infrastructure deficiencies mean that food supplies often do not 

reach the consumer market. 

 Lack of proper healthcare: Private healthcare can be expensive and varies in quality and costs of services 

in India. While, public healthcare – though much cheaper – is unreliable ,particularly in rural areas, 

healthcare is lacking. 

 Inequalities continue to exist in women’s access to and ownership of land. 

 

Way forward: 

 Adapting to climate change through new techniques and technology is essential. 

 Education can play a vital role in improving health outcomes and reducing pressure on healthcare services. 

 Monitoring and reporting: Effective monitoring will be a key to success on the SDGs.  

 Localization: It will be crucial for India to effectively extend localization and strengthen local institutions 

and empower them to implement the SDGs. 

 Multi-Stakeholder initiatives: Going forward greater collaboration and strengthening of such 

partnerships will be essential for achieving the SDGs. 
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 Cross-border learning’s and sub-regional cooperation : involving all levels of government and multiple 

stakeholders can provide opportunities for learning and partnerships among the countries of South Asia, 

given the common challenges being faced by them. 

 

 

 

 

 

 

 

 

 

In the news: 

 Prime Minister Narendra Modi, as a part of the national statement delivered at the 26th Conference of 

the Parties (COP 26) in Glasgow in November 2021, announced ambitious targets to be achieved by 

2030 to enable further reduction in emissions. 

 Climate finance will remain critical to successful climate action by developing countries, including India.  

 Reports have claimed that developed countries are inching closer to the target of providing $100 billion 

annually in climate finance to developing countries by 2025 which has been bolstered by the Organisation 

for Economic Co-operation and Development (OECD).  

 

The flawed claim:  

 The OECD figure includes private finance and export credits.  

o Developing countries have insisted that developed country climate finance should be from public 

sources and should be provided as grants or as concessional loans. 

o OECD report claims that the public finance component amounted to only $62.2 billion in 

2018, with bilateral funding of about $32.7 billion and $29.2 billion through multilateral 

institutions.  

 The final figure comes by adding loans and grants. Of the public finance component, loans comprise 74%, 

while grants make up only 20%. 

 The share of loans has continued to rise, while the share of grants decreased. 

 The overwhelming provisioning of climate finance through loans risks exacerbates the debt crisis of many 

low-income countries. 

 OECD reports on climate finance have long been criticized for inflating climate finance figures by including 

funds for development projects such as health and education that only notionally target climate action. 

 The 2018 Biennial Assessment of UNFCCC’s Standing Committee on Finance reports that on average, 

developed countries provided only $26 billion per year as climate-specific finance between 2011 and 2016. 

 

Dealing with Financial Risks associated with Climate Change: 

 Sustainable finance group : 

o The Reserve Bank of India (RBI) set up a new unit–‘Sustainable Finance Group’ (SFG) within its 

Department of Regulation to effectively counter the micro and macro financial risk due to climate 

changes.  

o It will suggest the strategies and evolve the regulatory framework for climate related disclosures for 

banks and other entities to propagate sustainable practices and mitigate climate related risks.  

13. FINANCE AS CRUCIAL COMPONENT FOR SUSTAINABLE 

DEVELOPMENT 
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 RBI is preparing a consultative discussion paper covering Governance, Strategy, Risk management 

and Disclosure.  

o The discussion paper will sensitize regulated entities to incorporate climate-related and 

environmental risks in their business strategies, governance and risk management frameworks.  

 

Augmenting Finance for Sustainable Development: 

 A Task Force on Sustainable Finance has been set up by the Department of Economic Affairs, Ministry 

of Finance. Defines the framework for sustainable finance in India, establishing the pillars for a sustainable 

finance roadmap.  

 Green financing: RBI joined the Central Banks and Supervisors Network for Greening the Financial 

System (NGFS).  

 Liberalised External Commercial Borrowings (ECB) norms RBI have enabled the Indian renewable 

energy companies and other firms to tap the ECB route for raising finance through green bonds and 

sustainable bonds, reflecting the growing attractiveness of this route for raising finance. 

 RBI is a member of a Task Force on Climate-related Financial Risks set up by the Basel Committee on 

Banking Supervision, and the International Platform on Sustainable Finance.  

 RBI has also been featured in the first Annual Report on Sustainable Financial Regulations and 

Central Bank Activities published by the World Wide Fund for Nature. 

 Investing in Resilience for sustainable development : SEBI has been one of the early adopters of 

sustainability reporting for listed entities and requires mandatory ESG(Environmental , social and 

governance) related disclosures as part of the Business Responsibility Report (BRR), for the top 100 listed 

entities (by market capitalization) since 2012. 

 

India's initiatives: 

 Lifestyle for Environment (LIFE) – proposed a One-Word Movement in the context of climate.  

 International Solar Alliance (ISA) - ISA is mandated to facilitate mobilization of USD 1 trillion in solar 

investments by 2030 for massive scale-up of solar energy deployment. 

 Coalition for Disaster Resilient Infrastructure –Infrastructure for Resilient Island States (IRIS) – 

launched by India, UK, Australia, Fiji, Jamaica and Mauritius. India has pledged USD 10 million, while 

Australia and the UK have pledged AUD 10 million GBP 7.3 million respectively for the IRIS initiative. 

 Leadership Group for Industry Transition (LeadIT Group) launched by India and Sweden to boost 

climate ambitions and actions to implement the Paris Agreement. 

 

 

 

Conclusion: 

Multi-stakeholder partnerships should be promoted to include major actors in financial markets, banks, investors, 

micro-credit entities, insurance companies along with the public sector. 

 

 

 

 

 

About PLI:  

 The PLI schemes aim to develop capacities in the local supply chain, introduce new downstream operations, 

and incentivize investments into high-tech production.  

14. PRODUCTION LINKED INCENTIVE SCHEME 
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 It was first introduced in India in March 2020, targeting three industries – mobile manufacturing and 

electric components, pharmaceutical (critical key starting materials/active pharmaceutical ingredients), and 

medical device manufacturing.  

 The PLI concept has since expanded with schemes rolled out for multiple sectors to boost India’s 

manufacturing capabilities and encourage export-oriented production.  

 

Features of the PLI scheme: 

 It is outcome-based, which 

means that incentives will be 

disbursed only after production 

has taken place.  

 It focuses on size and scale 

by selecting those players who 

can deliver on volumes. 

 The calculation of incentives is 

based on incremental 

production at a high rate of 

growth.  

 The selection of sectors covering 

cutting-edge technology, sectors 

for integration with global value 

chains, job-creating sectors and 

sectors closely linked to the 

rural economy, is highly 

calibrated.  

 

PLI Scheme benefits 

manufacturing sector in 

various ways: 

 Increase production 

capacity: It is envisaged that 

India’s total industrial 

production will increase by over 

US$520 billion during the 

period covering PLI policy 

implementation. 

 The resultant benefits of the scheme include job creation, export capabilities, and lessening the import 

dependency – particularly in critical sectors and high-tech goods.  

 Increasing strategic autonomy: Efforts have been made to become self-sufficient (or ‘Atma Nirbhar’) in 

sectors which are of strategic importance.  

 Increased ability to tap the high global and domestic demand: This will help satisfy the growing 

domestic demand in the respective sectors and also give a fillip to exports.  

 Developing the nascent but high-potential sectors: These sectors may not be significant but in the 

present socio-economic context, present high potential. The growth of the processed food industry leads to 

better prices for farmers and reduces high levels of wastage.  
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 This step has been touted as a ‘game-changer’ for the manufacturing sector as it is expected to attract 

foreign players, generate employment in the country (with focus on labour intensive sectors like Textile), 

increase exports and consequently integrate the economy with the global supply chain.  

 From the perspective of industry, the scheme indicates an attitudinal shift from ‘discouragement’ to 

‘encouragement’ for large industries and simultaneously provides the much-needed fiscal space required 

during the Pandemic.  

 

Way Forward to further improve the scheme: 

 Improve technological competence: The room created by the incentives provided under the scheme could 

be used by the industry players to increase their technological competence and transition towards becoming 

globally competitive.  

 Improve business environment: It can be done by improving transparency and predictability in the 

policy framework. For example, simplification of the taxation regime or easing the land acquisition process 

etc. This becomes even more important for industries which are outside the purview PLI Scheme.  

 Through PLI schemes, the government has taken steps towards increasing domestic production in strategic 

sectors that can help in India becoming self-reliant and competent manufacturer for the world. 

 PLIs will surely play a major role in making India ‘Atmanirbhar’ in essential raw materials, commodities, 

and green technologies. 

 Several industry experts have highlighted that large scale production can only be achieved if the 

supply side bottleneck of infrastructure is satisfied. The plan proposed by the NIP can provide a way 

forward.  

 

Conclusion: 

India is expected to have a USD 1 trillion digital economy by 2025 as it expects the demand for electronics to 

increase under its projects like Smart City and Digital India. The PLI scheme will make the Indian automotive 

Industry more competitive and will enhance the globalisation of the Indian automotive sector. With this the 

government's aim to make India an integral part of the global supply chain and enhance exports can be achieved. 

 

 

 

 

 

 

 

 

Goods and Services Tax: 

 1 July 2022, marked five years since India’s introduction of the goods and services tax (GST). 

 The GST, by subsuming an array of indirect taxes under one rubric, will simplify tax administration, 

improve compliance, and eliminate economic distortions in production, trade, and consumption. 

 By giving credit for taxes paid on inputs at every stage of the supply chain and taxing only the final 

consumer, it avoids the ‘cascading’ of taxes, thereby cutting production costs, and making exports 

more competitive.  

15. GST AFFECTING FEDERALISM 
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GST Affecting Federalism- Concerns: 

 The GST has taken away much of the autonomy available to states and has made the country’s indirect 

tax regime unitary in nature. 

 There is steady erosion in the states’ freedom to decide on taxes and tax rates. As the rates are set by 

the GST Council, individual States will lose their right to tax whichever commodities they want at the rates 

they want. 

 The restrictions imposed by a uniform tax regime could adversely impact States that may be more 

committed to welfare expenditures.  

 India’s GST is precariously held together by the loose thread of "compensation guarantee", under which 

states surrendered their fiscal powers in return for guaranteed revenues. During the Covid-19 pandemic, the 

Union government repeatedly violated the compensation guarantees to the States under the GST 

regime. Moreover, the Union Government had delayed GST compensation to the States from 2019-20 

when the economy started slowing down. It was paid in May 2022 after much delay. 

 It has always been a unanimous demand of the states that they should be allowed to tax dealers with 

revenue up to Rs 1.5 crore. The logic for the same was that entities with revenue below that were exempted 

from excise duties under the previous tax regime. But now these dealers have been split between states 

and the centre. So GST has resulted in further undermining of states power, which a sensitive centre could 

have avoided. 

 These are the issues that have caused disagreements between centre-states regarding GST and thereby 

negatively impacting cooperative federalism especially fiscal federalism. 

 

Positive Socio-Economic Impacts of GST:  

 No more cascading effect: With GST, taxes of the State and Central Government have been merged. This 

has removed the cascading effect of taxes, reducing the burden on the buyer and the seller. So even if it may 

look like one big chunk of tax to be paid, you pay lesser hidden taxes. 

 Simpler tax structure: With GST, the taxation system of our country has become simpler. It is a single 

tax, ensuring easier calculation. With this tax, the buyer gets a clear idea of the amount paid as tax when 

purchasing certain products. This is crucial when considering GST and its impact on the GDP. 

 More funds for production: Another effect of GST on the Indian economy has been the reduction in the 

total taxable amount. This saved fund can again be invested back into the production cycle to foster 

production. 

 Support for small and medium enterprises: Based on the size of your organization, the amount of GST 

depends on your firm's annual turnover, provided you have been registered under the Composition Scheme 

introduced by GST. Enterprises with a yearly turnover of 50 lakhs have to pay 6% GST whereas enterprises 

with 1.5 crores worth of turnover have to pay 1% GST. 

 Increased volume of export: When considering GST and its impact on the Indian economy, customs duty 

on exporting goods has reduced. So now production units save money while producing goods and also while 

shipping them. This two-way savings has lured many production units to export their goods, increasing the 

export quantity. 

 Lower manufacturing cost of some products: GST reduced the burden of taxes from the manufacturing 

area, thus manufacturing costs will be reduced. Therefore, the prices of consumer goods are also likely to 

decrease. This will help reduce the burden on the common man, who will have to spend less money to buy 

the same goods/ services which were more expensive earlier. Low prices will directly or indirectly increase 

demand/consumption of goods. 

 

Negative Socio-Economic Impacts of GST:  
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 Dual Control - GST is being referred to as a single taxation system but in reality it is a dual tax because 

both the state and centre both will collect separate tax on a single transaction of sale and service. 

 Incumbent increase of the cost of some commodities - The tax rate has been increased for many 

products, thus increasing their costs. The rise in inflation can be observed initially, however, it may also 

come down gradually 

 Some sectors are at loss- Sectors like Textile, Media, Pharma, Dairy Products, IT and Telecom are 

bearing the brunt of a higher tax. Also the price of commodities has increased like jewellery, mobile phones 

and credit cards. 

 Real Estate Market affected - Economists are of the opinion that GST in India has already had a negative 

impact on the real estate market. It has added up to 8 percent to the cost of new homes and reduced demand 

by about 12 percent. 

 Complex Process- Large businesses with enough employees can handle the entire process easily But for 

small traders/merchants/service providers or individuals who have just started their business or service, it 

will be a burdensome task handling all the paperwork. 

 

Conclusion: 

For a middle-class family, the main issues are Roti, Kapda, and Makaan. Initially, the country is troubled 

with the new tax regime due to the four slab rate structure under GST.. With the Centre reneging on its promise, 

states are beginning to see the folly of having ceded their independent taxation powers. If the federal system of 

governance must hold, perhaps the GST must go.  

 

 

 

 

In News: 

 The world and India are witnessing a resurgence of 

food inflation. Between September 2021 and April 

2022, consumer food price inflation in India has 

risen from 0.68% to 8.38% year on year. 

 With the UN Food and Agriculture Organization’s 

(FAO) food price index hitting all-time-highs, it has 

reignited memories of the last great commodity inflation. 

That was during the period from the mid-2000s till 

around 2012-13, briefly interrupted by the 2008-09 

global financial crisis. 

 Food Inflation: It is a measure of change in retail 

prices of food products consumed by a population group in a given area with reference to a base year. 

 It is released by the National Statistics Office (CSO) as ‘Consumer Food Price Index (CFPI)’ in three 

categories -rural, urban and combined - on an All India basis from May 2014, with 2012 as Base Year. 

  

Reasons for peak in food inflation: 

 The current food inflation, by contrast, is distinctive and supply shock-driven. And it is more “calorie” 

than “protein” price inflation, a term coined by the former Reserve Bank of India deputy governor Subir 

Gokarn. 

16. FOOD INFLATION PEAK 
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 Disruption in Global Production and Supply: Since August 2020, when global demand started 

returning with the gradual lifting of Covid-19 lockdowns, the FAO’s vegetable oil, cereal and sugar 

price indices have soared 141%, 71% and 50%, respectively. 

 Global Commodity price rise: Even before the Russia Ukraine war, the Ukrainian drought and 

Russian export controls – coupled with pandemic-induced shortages of migrant workers in 

Malaysia’s oil palm plantations – drove up global prices of edible oils and cereals. 

 Russia- Ukraine War Effects: The war, which began in February 2022, only worsened things – by 

squeezing supplies from the two countries having a substantial share of the world’s wheat, corn, 

barley and sunflower oil exports. 

 Exchange Rates: Withdrawal of Monetary Accommodation by central banks (e.g. Federal Reserve) has led 

to increased capital outflows from developing countries including India. The increased exchange rate due to 

outflows, adds to the import cost of crude and commodities. 

 Climate Change Impact: The impact of extreme weather events (heatwaves, floods etc.) due to climate 

change is increasing. As per IPCC report, with every one-degree Celsius rise in temperatures, wheat yields 

across the world are likely to suffer by about 5 MMT. 

 Demand-Supply Mismatch: Though India is self-sufficient in most foodgrains, the huge demand-supply 

mismatch in edible oils (India imports around 60% of its edible oils consumption) is the main reason behind 

India’s food inflation. 

 Impact of Policies: The export and import tariffs from the government as well as the expansionary 

monetary policy (increasing the money supply since the pandemic) have also impacted the food inflation 

indirectly. Also governments have failed to curb excessive speculation and ensure transparency of 

food stocks and commodity markets. 

 

Measures to tackle food inflation: 

 As highlighted in the Economic Survey (2021-22), India needs a long-term perspective to manage inflation 

from supply side factors. It involves three important steps to become self-reliant in pulses and oilseeds, 

ensure diversification of crops, and improve supply chain management for reduced wastages, distress sales 

etc. These 3 steps are: 

o Changing production patterns: This can be done by encouraging farmers to shift towards crop 

diversification. 

o Calibrated Import Policy: A long term consistent approach needs to be adopted to address the 

price rise. 

o Focus on transportation & Storage Infrastructure: By effective utilization of funds to improve 

agricultural infrastructure. 

 Increasing capital expenditure to support the economy against emerging threats of monetary tightening, 

reduced purchasing power etc. and work on overcoming supply disruptions through domestic production or 

diversified sources for crops and inputs. 

 Sound Policy Measures: Government should undertake measures like rationalisation of import duty 

in case of edible oils as well as ensuring availability, putting stock limits on certain items, 

mandate the submission of anonymized stock data from all warehouses, including private, to avoid black-

marketing and generation of artificial inflation, etc. India must efficiently focus its large food subsidies 

while also conserving resources for increasing import bills on edible oils and fertilisers. 

 Enhance use of Technology (Drones, Artificial Intelligence, Blockchain technologies etc.) for timely and 

reliable estimates of crops, impact of climate change etc. Climate change necessitates significant 

investments in agricultural research and development to develop heat-resistant varieties as well as 

models for "climate-smart" agriculture.  

 

Conclusion: 
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Food inflation resulting from war, drought, unseasonal rains and heat waves is different from structural 

demand-pull factors. The inflation now is also in foods mainly delivering calories rather than proteins, vitamins and 

minerals. That, to some extent, makes it worse than the previous inflation, which, in Gokarn’s words, was “an 

inevitable consequence of rising affluence”. 

 

 

 

 

 

 

 

 

 

In News: 

 Recently, India has invoked for the third time the peace clause as the 10% cap has been exceeded on 

support to rice farmers. 

 India informed WTO that the value of its rice production in 2020-21 was $45.56 billion while it gave 

subsidies worth $6.9 billion, which comes out to 14% as against the permitted 10%. 

 The WTO’s peace clause protects India’s food procurement programmes against action from WTO 

members in case the subsidy ceilings are breached. 

 

India & WTO Peace Clause: 

 India has first invoked the peace clause in 2020 for the year 2018-19 as the country exceeded the 

ceiling of 10 per cent on support it offered to rice farmers. 

 India then again invoked a peace clause in 2021 when the support to rice farmers was 13.7% against the 

ceiling of 10%. 

 In 2022, India again invoked the peace clause as the subsidy against breached the 10% ceiling. 

 

WTO Agreement on Agriculture: 

 The WTO Agreement on Agriculture contains provisions in 3 broad areas of agriculture and trade policy: 

market access, domestic support and export subsidies. 

 Market Access: This includes tariffication, tariff reduction and access opportunities. 

 Domestic Support: 

o De Minimis Level: In WTO, minimal amounts of domestic support that are allowed even though 

they distort trade are set as: 

 up to 5% of the value of production for developed countries, 

 up to 10% of the value of production for developing countries. 

 Export Subsidies: The Agreement contains provisions regarding member’s commitment to reduce Export 

Subsidies. 

 

WTO’s Peace Clause: 

 At the 2013 Ministerial Conference (MC9) in Bali, an interim agreement (a peace clause) was made on 

“public stockholding” continuing exceptions that allow developing countries to stockpile agricultural 

products to protect against food shortages. 

 The peace clause protects a developing country’s food procurement programmes against action 

from WTO members in case subsidy ceilings are breached. High subsidies are seen to be distorting 

global trade. 

17. WTO & PEACE CLAUSE 
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 Thus the peace clause protects India’s food procurement programmes against action from WTO members in 

case the subsidy ceilings – 10 percent of the value of food production in the case of India and other 

developing countries – are breached. 

 

 

India’s stand on WTO Peace Clause: 

 It told the WTO that the main objectives of the food security programmes are to ensure minimum 

support prices for farmers, stability in food grain prices and their equitable distribution at 

affordable rates to the marginalised and vulnerable sections of society throughout the year. 

 The government does not undertake exports on a commercial basis from public stockholdings. 

 Additionally, open market sales of food grains from public stockholdings are made provided the buyer gives 

an undertaking of not exporting from such purchases. 

 The peace clause can’t be challenged and because of this flexibility, distribution of food grains to the poor 

can be done for free which is crucial during the pandemic. 

 India ensures food security through the minimum support price (MSP) programme, and Public 

Distribution System and National Food Security Act, 2013. 

 

 

 

 

 

Introduction: 

 The Micro, Small and Medium Enterprises (MSME) sector is the second largest employment generating 

sector (after agriculture) and accounts for 45% of manufacturing output in India. 6.3 crore MSMEs are 

currently operational in India. 

 This sector also contributes around 30% of India’s GDP. 

 It employs over 11 crore people (second largest employer after agriculture). 

 This sector also plays a crucial role in providing large employment opportunities at comparatively lower 

capital cost than large industries.  

 

MSME a growth engine of Indian Economy/ Benefits: 

 Industrialization of backward areas: MSMEs help in industrialization of rural and backward areas, 

thereby, reducing regional imbalances, assuring more equitable distribution of national income and wealth. 

 Promotes inclusive growth: MSMEs promote inclusive growth by providing employment opportunities in 

rural areas especially to people belonging to weaker sections of the society. 

 A major share in Exports: 40% of overall exports are generated by MSMEs. Indian MSMEs were 

globally competitive and their product services were accepted overseas. 

 Employment opportunities: 110 million people are employed in the MSME sector. Around 50% of the 

total MSMEs operate in rural areas and provide 45% of the total employment. About 97% of the total 

employment in the MSME sector comes from the micro segment. 

 Contribution to GDP: This sector also contributes around 30% of India’s GDP.  

 Act as buffer for global economic shocks: The MSME sector is the backbone of the Indian economic 

structure and has a very important role in buffering it from global economic shocks and adversities. 

 

Challenges faced by MSMEs: 

18. MICRO SMALL & MEDIUM ENTERPRISES 

(MSME) 
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 Limited capital and knowledge and Non-availability of suitable technology are few critical issues in 

this sector. 

 Ineffective marketing strategy, Constraints on modernization & expansions and Non-availability of skilled 

labour at affordable cost are few other concerns surrounding the sector. 

 Fewer than 2 percent of the 63 million MSME’s are formal. Thus most of the MSMEs work in the 

informal sector. 

 Technology Access: Limited human resources and weak financial standing, MSMEs, particularly in the 

unorganized sector, show lower adaptability of new technology and innovation. 

 Limited access to market: Low outreach and non availability of new markets provides less space for 

MSMEs in the market. This causes difficulty for MSMEs to sell products to government agencies. 

 Lack of access to credit: 90% of the MSMEs are dependent on informal sources for funding. This creates a 

lack of sufficient collateral and high working capital needs. 

 5,907 businesses registered with the Union Ministry of MSME as MSMEs were shut during financial years 

2020- 21 and 2021-22 (till March 9, 2022) in the country. Of this. 99.1 per cent were micro enterprises, 0.75 

percent were small businesses. 

 

Government Initiatives for MSMEs: 

 Launch of the 59 minute loan portal to enable easy access to credit for MSMEs. 

 Trade Receivables e-Discounting System (TReDS) to enable access to credit from banks, based on their 

upcoming trade receivables from corporate and other buyers. 

 Government e-Marketplace (GeM) portal: It provides transparency in procurement and facilitates 

MSMEs to directly reach out to the buyers. 

 Udyami Mitra Portal: launched by SIDBI to improve accessibility of credit and handholding services to 

MSMEs. 

 Online Portal “Champions”: This covers many aspects of e-governance including grievance redressal and 

handholding of MSMEs. 

 ZED Certification scheme: It aims at enabling MSMEs towards manufacturing quality products by 

inculcating Zero Defect & Zero Effect practices, to safeguard the continuous improvement thereby 

supporting the Make in India initiative. 

 Credit Guarantee Trust Fund for Micro & Small Enterprises (CGT SME): Collateral free loan up to a 

limit of Rs. 100 lakh is available for individual MSE on payment of guarantee fee to bank by the MSE. 

 Micro & Small Enterprises - Cluster Development Programme (MSE-CDP): The scheme aims at the 

growth of MSEs by addressing advancements in sustainable & green manufacturing technology, market 

access, skills & quality, etc. Creating infrastructural facilities in existing Clusters of MSEs and Industrial 

Areas. 

 MSME Samadhan: MSME Delayed Payment Portal— will empower Micro and Small entrepreneurs across 

the country to directly register their cases relating to delayed payments by Central 

Ministries/Departments/CPSEs/State Governments. 

 

 

 

 

 

19. FOOD PROCESSING INDUSTRY 
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Introduction & Status of FPI in India: 

 Food processing is the series of methods that seeks to convert raw materials into value added food 

for consumption.  

 Average annual growth rate of the sector: around 11.18 per cent 

 The sector constituted nearly 9.87% and 10.66% of Gross Value Added (GVA) in Manufacturing and 

Agriculture sector respectively in 2019-20 at 2011-12 prices. 

 Nearly 7 million persons are engaged in this sector. 

 The value of processed food exports in 2018-19 was $35.30 Billion accounting for about 10.69% of India’s 

total exports. 

 India is the world's second largest producer of fruits & vegetables after China but hardly 2% of the 

produce is processed. 

 India's livestock population is the largest in the world with 50% of the world's buffaloes and 20% of 

cattle, but only about 1% of total meat production is converted to value added products. 

 More than 75% of the industry is in the unorganized sector. 

 Thus developing the food processing sector can also help India not only its food security but also attain its 

Sustainable Development Goals (SDG) targets. 

 

Significance of FPI: 

 In India, the food sector has emerged as a high-growth and high-profit sector due to its immense 

potential for value addition, particularly within the food processing industry 

 The Indian food and grocery market is the world’s sixth largest, with retail contributing 70 per cent 

of the sales. 

 APEDA (Agricultural and Processed Food Products Exports Development Authority) report states that the 

Indian food processing industry accounts for 32% of the country’s total food market, one of the largest 

industries in India and is ranked fifth in terms of production, consumption, export and expected growth. 

 Develop the agriculture sector, ensure a source of income for farmers and assure India's 

food security. 

 Logistics costs incurred while transportation faced by the producers can be reduced.  

 It can maintain India’s position as the highest exporter of several food items like ginger, mango etc. 

 The food processing industry can be the future game changer in this regard by increasing the value of the 

produce. 

 Food processing industry is an emerging industry thus it can provide vast opportunities for employment 

in the Indian economy. 

 

Challenges associated: 

 Low availability of raw materials: Certain crops are seasonal, hence they can be processed only in 

specific seasons, thus causing delay in availability of raw materials. 

 Lack of Storage Infrastructure: Many small scale food processing industries are suffering from shortage 

of food storage infrastructure that help in storage of raw materials. This results in increased food wastage 

and loss. The scarcity of space in these infrastructures account for large wastage of agricultural produce. 

 Inadequate supply chain management: Nearly 40 per cent of the food produced in India is wasted 

every year due to fragmented food systems and inefficient supply chains — a figure estimated by the Food 

and Agricultural Organisation (FAO). Rural areas do not have proper connectivity, thus taking more time to 

reach the food processing units. Therefore, an increase in the connectivity by roads, railways, rivers, airways 

and shipping is of essence to increase the profit of the farmers and others who are involved in the process.  
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 Informalization in the Food Processing Industry: The food processing industry has a high 

concentration of unorganized segments, representing almost 75% across all product categories. Thus, it 

causes inefficiencies in the existing production system. 

 Deficiencies in the Regulatory Environment: There are numerous laws, under the jurisdiction of 

different ministries and departments, which govern food safety and packaging. The multiplicity of legislation 

and administrative delays leads to contradictions in food safety specifications and guidelines. 

 Infrastructure Bottlenecks: Lack of mechanization, high seasonality, perishability, and lack of proper 

intermediation (supply chain) results in a lack of availability of raw material. Further, the lack of all-

weather roads and connectivity make supply erratic. Due to inadequate infrastructure, more than 30% of 

the produce from the farm gate is lost.  

 Institutional gaps: Institutional gaps in the supply chain, for instance, there is dependence on APMC 

markets. The producers are unaware about the institution mechanism available to them for their use. 

This leads to their exploitation and thus keeps them away from utilising these institutional measures. 

 

Government Initiatives: 

 Vision 2015 for food processing: The Ministry of Food Processing Industries (FPI) has sponsored a study 

to suggest a roadmap for the growth of the food sector. 

 National Mission on food processing: Ministry of Food Processing Industries (MOFPI) launched a new 

Centrally Sponsored Scheme (CSS) – National Mission- on Food Processing (NMFP) on 1st April 2012 for 

implementation through States/UTs. 

 Mega food parks: The Scheme of Mega Food Park aims at providing a mechanism to link agricultural 

production to the market by bringing together farmers, processors and retailers so as to ensure maximizing 

value addition, minimizing wastages, increasing farmers’ income and creating employment opportunities 

particularly in the rural sector. 

 Cold Chain Infrastructure: Scheme for Integrated Cold Chain, Value Addition and Preservation 

Infrastructure aim to encourage setting up of cold chain facilities to provide integrated cold chain and 

preservation infrastructure facilities without break from the farm gate to the consumer. 

 PM Kisan Sampada Yojana: This scheme is aimed at promoting entrepreneurs in setting up food 

processing units, closer to agricultural areas. Development of cold storage facilities, specialised packaging 

units, warehousing facilities, etc and other preservation facilities are eligible for grants under the scheme. 

 Operation Greens: In the budget 2018-19, the government announced the Operations Greens scheme to 

promote integrated value chain development for crops. The Ministry of Food Processing Industries (MoFPI) 

has extended the Operation Greens Scheme from Tomato, Onion and Potato (TOP) to all fruits & 

vegetables (TOTAL) as part of Atma Nirbhar Bharat Abhiyan. 

 PM Formalisation of Micro Food processing Enterprises: It aims at helping small micro-units 

engaged in the food processing industry. Many businesses at the grass-root level such as chilli drying, spice 

packaging, pickle, and papad making engage directly with farmers. 

 Production-linked incentive (PLI) scheme for the food processing sector: The effort is to take the 

country’s food processing to a next level amid the rising global demand for Indian ready to eat foods, organic 

products, processed fruits and vegetables, marine products. 
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Fiscal Deficit: 

 Fiscal Deficit is the difference between the total income of the government (total taxes and non-debt 

capital receipts) and its total expenditure. It occurs when the government’s expenditure exceeds its income. 

 Typically, governments have two basic choices for financing their fiscal deficits: they can borrow (issue 

debt) or raise taxes. 

 Alternatively, the central bank can print currency for the government to bridge its fiscal deficit, 

which is known as monetisation of deficit. 

 

Direct Monetisation: 

 It refers to the central bank printing currency to the tune of accommodating massive deficit spending by 

the government. It happens when the government privately places its bonds with the Central bank i.e. the 

central bank purchases government bonds in the primary market. 

20. FISCAL DEFICIT 
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 Direct monetisation may not necessarily involve actual printing of currency as the central bank could simply 

credit the Government’s account with itself through an electronic accounting entry. The exercise leads to an 

increase in total money supply in the system. 

 

Reasons behind demand for direct monetisation: 

 Financing recovery programmes: It can provide easy liquidity to the government to directly cover some 

of the costs of extraordinary recovery programs. 

 Mitigating deflation and stimulating moderate inflation: Printing money can ensure that the money 

reaches the masses which can then lead to higher spending. This provides an opportunity for the 

government to boost overall demand at the time when private demand has fallen. 

 Maintaining financial stability: Since savings in an economy are limited, financing large deficits through 

issuance of G-Secs can substantially increase interest rates and cost of borrowing for the Government. This 

could increase the probability of default, threatening financial stability of the national economy. 

 Keeping interest rates low: Printing money ensures that there is enough money going around in the 

financial system and in the process, interest rates continue to remain low. 

 Unlike debt-financed fiscal programs, a money-financed program does not increase future tax burdens. 

 It can reduce the value of a government’s outstanding obligations to some extent by increasing 

inflation.  

 

Concerns regarding use of direct monetisation: 

 The lack of fiscal discipline in the long run affects the independence of the central bank as it will be 

forced to monetize an unsustainable, out-of-control deficit to avoid negative economic outcomes leading to 

fiscal dominance. 

 Money extended by a fiscal program inevitably ends up in the banking system. This can increase the amount 

of bank reserves at the central bank as in times of stress banks are usually reluctant to lend, so they are 

likely to keep these excess reserves at the central bank and earn interest on them. 

 Monetisation of the government's fiscal deficit may give rise to unproductive spending and may lead 

to higher inflation.  

 Adopting monetization as a regular part of a central bank's toolkit, or even setting a precedent that it is 

available, could gradually erode the barriers between monetary and fiscal policy, damaging the central 

bank’s credibility and limiting its ability to fulfil its mandate. 

 Direct monetisation can disincentivize fiscal consolidation activities of the Government. India has 

already repeatedly pushed back its target of achieving a 3% fiscal deficit. 

 The supply-demand imbalance in the currency market can cause the Indian rupee to depreciate. 

 RBI could step in and intervene using its forex reserves. However, running down on forex reserves can 

ultimately result in a balance of payments crisis.  

 

Way Forward: 

 If there exists enough underutilised resources and opportunities in the economy (as is the case in point for a 

labour abundant India), then printing money does not stoke excessive inflation. So, before India adopts 

direct monetization, the government should develop ‘credibility’ of its fiscal spends and ensure productive 

spending decisions for higher growth multiplier effects.  

 The government could raise a part of its borrowing requirements by issuing Covid bonds to the public. 

Appropriately priced and structured, they can provide relief to savers who are short-changed by the low-

interest rates on bank fixed deposits.  

 Direct monetization should be considered only an option of last resort.  

 

 

21. JAL JEEVAN MISSION (JJM) 
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About the Mission: 

 JJM, launched in 2019 by the Ministry of Jal 

Shakti, aims at providing potable water at service 

level of 55 liter per capita per day to every rural 

household through Functional Household Tap 

Connection (FHTC) by 2024. 

 JM aims to ensure assured tap water supply or ‘Har 

Ghar Jal’ to all rural households by 2024. 

 In India only 21.4% of families get piped water at 

home, as per the latest National Sample Survey. 

 JJM aspires to create a jan andolan for water, 

thereby making it everyone’s priority. 

 The Jal Jeevan Mission will be based on a community 

approach to water and will include extensive 

Information, Education and communication as a key 

component of the mission. 

 The fund is shared with the centre and the state as 90:10 for the Himalayan and North Eastern States, 

50:50 for others and 100 per cent for the Union Territories.  

 

Components of JJM: 

 Development of in-village piped water supply infrastructure to provide tap water connection to every 

rural household. 

 Development of reliable drinking water sources and/ or augmentation of existing sources to provide 

long-term sustainability of the water supply system. 

 This mission will contribute to the long-term sustainability of the water supply system with bulk 

water transfer, treatment plants, and distribution networks for rural households. 

 Technological interventions for removal of 

contaminants where water quality is an issue. 

 Greywater management with the support of IEC, 

HRD, training, development of utilities, water quality 

laboratories, water quality testing & surveillance, 

R&D, knowledge centre, capacity building of 

communities, etc. 

 Address unforeseen challenges/ issues emerging due 

to natural disasters/ calamities which affect the goal 

of FHTC to every household by 2024, as per 

guidelines of the Ministry of Finance on Flexi Funds. 

 

Significance: 

 India is experiencing a very significant water 

challenge, approximately 820 million people of 

India - living in twelve river basins across the country 
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have per capita water availability close to or lower than 1000m3 – the official threshold for water 

scarcity as per the Falkenmark Index. (Niti Aayog’s Composite Water Management Index 2.0) 

 This mission will create local infrastructure for source sustainability measures like rainwater 

harvesting, groundwater recharge, and management of household wastewater for reuse. This can help India 

face the water scarcity problem. 

 The lack of tap water connections will be resolved through this mission by activating functional tap 

connections. The tap connections will be provided to schools, Anganwadi centres, GP buildings, health 

centres, wellness centres and community buildings. 

 This initiative will monitor the functionality of the tap connections and promote voluntary 

ownership of the local community by contributing in cash, kind, and labour. Thus it will not only provide a 

solution but will also provide monitoring for the same. 

 The FHTC is prioritised in the drought-prone and desert areas, Sansad Adarsh Gram Yojana (SAGY) 

villages, etc.  

 It is an attempt at awareness to make sure there are safe drinking water and the involvement of 

stakeholders. 

 JJM is managed by Paani Samitis to plan, implement, manage, operate and maintain village water supply 

systems. It empowers Panchayati Raj Institutions and communities by engaging them in water supply 

schemes.  

 The mission will thus empower and develop human resources for many sectors, including the demands 

for construction, plumbing, electrical, water quality management, water treatment, catchment protection, 

etc. 

 This program will also give a huge boost to pipe manufacturing and employment to millions. 

  

 

Challenges in JJM: 

 While JJM is a step towards providing people with the basic right to access water, there are multiple 

challenges ahead such as finance, water quality and quantity. 

 Contamination of Groundwater: The presence of contaminants in groundwater is one of the major 

challenges to achieving the targets of the Jal Jeevan Mission. An assessment by the department found that 

as many as 56,788 rural households in 18 states have water contaminated with fluoride, arsenic, iron, 

salinity, nitrate and heavy metals. 

 Providing high quality water: According to a World Resources Report, over 70% of India’s drinking 

water is contaminated by sewage effluents as a result of unplanned industrialization and untreated effluent 

discharged into the ground or rivers. Providing high quality water at such a scale is going to be a challenge 

unless the root cause of contamination is addressed. India’s water quality is inadequate, according to the 

United Nations; it ranks 120th out of 122 nations in terms of the quality of water given to its 

inhabitants.  

 Shortage of Funds: The Centre and States are short of funds to implement the scheme. According to the 

Standing Committee on Water allocations under the JJM for 2022-23 seemed to be “inadequate”. The 

committee noted that despite the ambition of the mission, the nodal Department of Drinking Water & 

Sanitation had been allotted only Rs.60,000 crore for 2022-23, instead of the Rs.91,258 crore it had 

sought.  

 Under utilization of funds by the states: Only three States, Himachal Pradesh, Manipur and 

Meghalaya, have used all their allotted funds for creating water supply facilities in villages, under the JJM. 

Lack of financial prudence and fiscal discipline, thus, is adversely affecting the implementation and 

monitoring of the programme as a whole. 
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 Implementation issues: Also providing 55 liters per capita per day is a humane quantity, the government 

will need to plan for competition from irrigation and industry, and plan for providing waters in summers and 

during droughts. 

 Other challenges that need attention to achieve targets include lack of in-village infrastructure, depleting 

groundwater resources, lack of assured water sources, climate change leading to scanty rainfall, lack of 

capacity of local communities and poor operation and maintenance.  

 

 

 

 

 

Introduction: 

 According to the World Bank "Blue economy is the sustainable use of ocean resources for economic growth, 

improved livelihood and jobs while preserving the health of marine ecosystems". SDG-14 also puts emphasis 

on a sustainable ecosystem for the ocean by 2030. 

 First global conference on "sustainable blue economy" in Kenya (Nov 2018) outlined the similar aims to 

be achieved. 

 This first blue economy conference strengthened the task envisioned in SDG 14(2015-30), 2015 Paris 

Climate Deal. 

 India is sixteenth largest maritime country in the world, with 7500 km (approx) coastline. According to 

the ministry of shipping, around 95% of India's trade volume and 75% trade by value is being 

carried out through sea route/ water transport. 

 

Significance of Blue Economy: 

 Strategic dimension: Government of India (GOI)’s Vision of New India by 2030 highlighted the Blue 

Economy as one of the 10 core dimensions of growth. Thus development of the blue economy can act 

as a growth catalyst in realising the vision to become a 10 trillion-dollar economy by 2032. 

 Boosting Domestic and Regional Trade: Domestic trade will get an impetus through coastal shipping 

and inland water transportation. Foreign trade will increase through the development of Coastal Economic 

Zones and modernising port infrastructure. 

 Port-led Development: Blue economic development focuses on livelihood generation by creating 

employment opportunities and improving health and living standards of 560 million strong coastal 

communities of India. The Sagarmala project of GOI is a strategic initiative for post-led development-

through extensive use of ICT modernization of ports. Make in India along with Sagarmala project houses a 

huge potential to drive economic transformation. 

 Harnessing Ocean Resources: The Indian Ocean has abundant resources in the form of fisheries, 

aquaculture, ocean energy, sea-bed mining and minerals like polymetallic nodules (PMN). 

 Ecological Sustainability: Blue economy focuses on more fuel-efficient, cheaper and reliable mode of 

transportation, enhancing coastal biodiversity resilience and promoting ecologically safe industry and 

tourism. 

 Geostrategically Important: The Indo-Pacific region has become the new zone of convergence in 

international politics. A robust Blue Economy will help in safeguarding India’s geopolitical interests by 

balancing China’s aggressive posturing and becoming the Net Security Provider in the Indian Ocean Region 

22. BLUE ECONOMY 
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(IOR). India is Co-operating with Indian Ocean littoral states by projecting itself as a "net security provider". 

This way India is also ensuring a safe, secure and stable Indian Ocean region. 

 Strengthening Connectivity: Blue economy promotes relations and strengthens cultural ties with 

neighbouring nations. India’s projects in the form of SAGAR (Security and Growth for All in the Region) are 

in line with the Blue Economy.  

 

Challenges to Blue Economy: 

 Unsustainable extraction from marine resources, such as unsustainable fishing, exploited by illegal, 

unreported, and unregulated fishing. 

 Physical alterations and destruction of marine and coastal habitats and landscapes due largely to 

coastal development, deforestation, and mining.  

 Unplanned and unregulated development in the narrow coastal interface and nearshore areas has led 

to the marginalization of poor communities, and loss or degradation of critical habitats. 

 Marine pollution, for example, in the form of excess nutrients from untreated sewage, agricultural runoff, 

and marine debris such as plastics. 

 Impacts of climate change, for example, in the form of both slow-onset events like sea-level rise and more 

intense and frequent weather events. 

 Other Factors: Ineffective governance institutions, inadequate economic incentives, technological 

advances, lack of or inadequate capacities, lack of full implementation of the United Nations Convention on 

the Law of the Sea (UNCLOS) and other legal instruments, and insufficient application of management tools 

have often led to poorly regulated activities. 

 

Government Initiatives: 

 Draft Blue Economy Policy: The draft blue economy policy document outlines the vision and strategy that 

can be adopted by the Government of India to utilise the plethora of oceanic resources available in the 

country. 

 Sagarmala Project: Vision of the Sagarmala Programme is to reduce logistics cost for export-import and 

domestic trade with minimal infrastructure investment. 

 Deep Ocean Mission: It was launched with the purpose of developing technology to harness the living and 

non-living resources from the deep oceans. 

 O-SMART is an umbrella scheme in India that aims to govern the use of oceans and marine resources for 

sustainable development. 

 Integrated Coastal Zone Management (ICZM) focuses on the conservation of coastal and marine 

resources, as well as the improvement of livelihood opportunities for coastal communities. 

 India has a National Fisheries Policy to promote the 'Blue Growth Initiative,' which focuses on the 

sustainable usage of marine and other aquatic resources. 

 Indian Ocean Rim Association: India has been taking active participation in the IORA for promotion of 

the blue economy in Indian Ocean littoral states. 

 Pradhan Mantri Matsya Sampada Yojana:  

o PMMSY is a flagship scheme for focused and sustainable development of the fisheries sector in the 

country as a part of the Aatmanirbhar Bharat Abhiyan. 

o It aims to consolidate the achievements of the blue revolution and bring new interventions 

such as fishing vessel insurance, support for new/up-gradation of fishing vessels/boats, integrated 

aqua parks, e-trading/marketing, etc. 
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Sustainable Agriculture: 

 Sustainable Agriculture involves the processes that would enable us to meet the current and long term 

societal needs for food, fibre and other resources, while maximizing benefits through the conservation of 

natural resources and maintenance of ecosystem functions. 

 The concept of sustainable agriculture gained prominence since the publication of the Brundtland Report in 

1987. 

 

Zero Budget Natural Farming: 

 Zero-budget natural farming (ZBNF) is a set of traditional and sustainable natural farming methods 

where the cost of growing and harvesting crops is almost zero. The phrase 'Zero Budget' means without 

using any credit, and without spending any money on purchased inputs. 'Natural farming' means farming 

with Nature and without chemicals. 

 This climate-resilient agricultural method, which is different from organic farming, aims at promoting 

agroecology and adopting low-cost agriculture practice wherein all critical inputs are gathered from 

the field and nothing is introduced from outside. 

 ZBNF guides the farmers in practicing sustainable farming that helps in retaining soil fertility to ensure 

chemical-free agriculture and ensure low cost of production (zero-cost). 

 

 

 

Pillars of ZBNF: 

 4 Pillars of ZBNF: 

o Bijamrutha (Seed treatment): A treatment used for 

seeds, Bijamrita helps in protecting young roots from 

fungus, as well as from soil-borne and seed-borne 

diseases. 

o Jeevamrutha (No fertilizers and pesticides): This is 

a fermented microbial culture that provides nutrients, 

acts as a catalytic agent that promotes the activity of 

microorganisms in the soil, increases earthworm activity, 

and helps prevent fungal and bacterial plant diseases. 

o Mulching (Soil, straw, and live): It protects topsoil 

while cultivation and does not destroy it by tilling. 

Moreover, it promotes aeration and water retention in 

the soil. 

o Whapasa (Soil moisture): Whapasa is the condition in 

which the soil contains both air and water molecules.  

 

Significance of ZBNF: 

23. ZERO BUDGET NATURAL FARMING (ZBNF) 

DEFICIT 
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 Minimal cost: Input costs are near zero as no chemical fertilisers and pesticides are used. 

 Higher Yield: In ZBNF, yields of various cash and food crops have been found to be significantly higher. 

Example- Yields from ZBNF plots were found on average to be 11% higher for cotton than in non-ZBNF 

plots. The yield for Guli Vidhana (pit system) (ZBNF) was 40% higher than non-ZBNF. 

 Increased Income: Profits in most areas under ZBNF were from higher yield and lower Inputs. Organic 

certified products earn better in export oriented markets while contributing to farmer income. 

 Resilient Agriculture: ZBNF farms are able to avoid drought as these techniques improve soil structure 

and ground water levels. 

 Viability to Small Farmers: As zero cost is involved, the small farmers (even with half acre land) can 

viably start ZBNF. 

 Good Agronomic Practice: ZBNF involves intercropping, mulching, border cropping etc. which enhances 

the soil fertility, genetic diversity as well as nutritional security.  

 Environmental benefits: These techniques use mulches which use crop residues, so that particulate 

matter pollution caused due to stubble burning is minimised. 

 A study – “Life Cycle Assessment of ZBNF and Non-ZBNF in Andhra Pradesh” - reports the following 

benefits: 

o ZBNF processes require 50–60 per cent less water and less electricity (than non-ZBNF) for all 

the selected crops. 

o ZBNF reduces methane emissions significantly through multiple aeration. It also has the 

potential to avoid residue burning by practicing mulching. 

o The cost of cultivation is lower in ZBNF. 

 

ZBNF in India: 

 Andhra Pradesh has become the first State to implement a ZBNF policy, and has witnessed good 

results in the drought-prone Rayalaseema region (Andhra Pradesh) is reportedly seeing promising changes 

in farms with the ZBNF. 

 Himachal Pradesh Government has launched ZBNF project which aims to increase agriculture produce 

and the income of farmers by the year 2022. NITI Aayog is pursuing more states to adopt this 

technique. 

 

Concerns with ZBNF in India: 

 Indian Council of Agricultural Research (ICAR) committee highlighted that ZBNF would result in 

tremendous reduction in production of agricultural crops thus compromising India’s food 

security. 

 No Scientific Validation: In 2019, soon after the Prime Minister praised ZBNF while addressing a United 

Nations conference on desertification, the National Academy of Agricultural Sciences wrote to Mr. Modi 

warned against promoting the method without sufficient research to assess its long-term impact. 

 Reduced returns: Though limited studies in Andhra Pradesh and Maharashtra have shown a decline in 

the input costs and improvement in yields; the long term returns were seen dropping in a few years. Sikkim, 

India’s first organic state also has seen a drop in output and income after a few years. 

 Doubtful Efficacy: Efficacy of ZBNF is doubtful in resolving agrarian distress in India as it is not tested on 

a wider scale and on all soil types. Government should first address issues that resulted in agrarian crises 

like rising input costs, better MSP to farmers and falling or stagnant prices. 

 One Size Fits All Approach: Indian soils are poor in organic matter and several other micronutrients 

varying as per the type of soil. ZBNF insists on one blanket solution for all the problems of Indian soils. This 

cannot solve region specific soil problems. 

 Not actually Zero Budget: ZBNF is not a zero budget methodology of farming. There are several costs 

such as a cow's maintenance cost, paid up cost for electricity and pumps, labour etc. 
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 Other issues: Even if ZBNF is adopted, challenges associated with modern agricultural farming like 

knowledge gap, availability of native seed banks, cold chain facilities, MSP, and marketing issues remain 

unresolved. 

 

Government Initiatves: 

 NITI Aayog has been promoting the idea of Zero budget natural farming and supporting multi-

location studies for assessing the pros and cons of the methods. 

 Bhartiya Prakritik Krishi Padhati (BPKP): It is a sub scheme of Paramparagat Krishi Vikas 

Yojana (PKVY) of the Ministry of agriculture and farmers welfare from 2020-21. It focuses on promoting 

traditional indigenous practices including ZBNF. Under BPKP, an area of 4.09 lakh hectares has been 

covered 

 Inclusion of ZBNF in Agriculture university curriculum: ICAR has decided to develop a curriculum in 

consultation with agriculture universities and subject experts for inclusion of ZBNF in the syllabus at both 

undergraduate and postgraduate levels. 

 PKVY, a sub-component of Soil Health Management (SHM) scheme under National Mission for 

Sustainable Agriculture (NMSA), promotes cluster-based organic farming with Participatory Guarantee 

System (PGS) certification. 

 The Mission Organic Value Chain Development for North Eastern Region (MOVCD-NER), 

promotes 3rd party certified organic farming of niche crops of north east region through Farmer Producer 

Organisations(FPOs) with focus on exports. 

 

Climate Resilient Agriculture: 

 Climate-resilient agriculture (CRA) is an approach that includes sustainably using existing natural 

resources through crop and livestock production systems to achieve long-term higher productivity and 

farm incomes under climate variabilities. 

 This practice reduces hunger and poverty in the face of climate change for forthcoming generations. 

 CRA practices can alter the current situation and sustain agricultural production from the local to 

the global level, especially in a sustainable manner. 

 Improved access and utilization of technology, transparent trade regimes, increased use of resources 

conservation technologies, an increased adaptation of crops and livestock to climatic stress are the outcomes 

from climate-resilient practices. 

 

Hydroponics: 

 Hydroponics is the process of growing plants using mineral nutrient solutions, in water, without soil. 

 With increasing water scarcity due to frequent droughts and declining land availability for farming, 

hydroponics can be used for growing vegetables, fruits and fodder. 

 Hydroponics supports vertical farming and is ideal to grow crops in congested urban environments. 

 Hydroponics systems require only around 10 percent of the water that soil-based agriculture requires. 

 Also there is reduction in the cropping cycle and harvesting times are a lot shorter. 

 It reduces both the cost of transportation and emissions and makes the application of organic 

farming techniques very simple. 

  

Aquaponics: 

 Aquaponics is the process of symbiotic environment of aquaculture and hydroponics. 

 The method combines aquaculture — cultivating fish and other aquatic animals in tanks with organic inputs 

— with hydroponics, where plants are cultivated in water. 
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 While the fish excretions provide nutrients for the plants (hence no chemical fertilizers are needed), the 

clean water is recirculated back to the fish tank. 

 The difference between aquaponics and hydroponics is that synthetic fertilisers are used in hydroponics for 

providing nutrients to plants and hence cultivation of fish is not possible in hydroponics. 

  

 

 

 

 

 

 

 

 

 

 

 

 

Foreign Direct Investment: 

 Foreign Direct Investment is a financial investment made by a company based in another country that 

owns a controlling stake in a company in another country. 

 It can take the form of obtaining a long-term interest or expanding one's business into a foreign country. It 

brings more than simply money; it also brings skills, technology, and knowledge. 

 FDI in industries in India was the highest ever annual FDI inflow of US$ 81.97 billion (provisional) 

in the 2020-21 reflecting a growth of 10 percent as compared to the previous year. 

 

Significance of FDI for India: 

 It helps with technology spillovers, human capital creation, and international commerce integration. 

 It also contributes to the development of a more competitive business environment and the expansion 

of small firms. 

 All of these variables contribute to improved economic growth, which is the most efficient way to reduce 

poverty in developing countries like India. 

 As a result of FDI, technology transfer, or the migration of technical know-how, takes place, resulting in 

skill development, which, when combined with increased capital, boosts productivity and profitability. 

 

24. FDI REFORMS 
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Reforms in FDI: According to the Economic Survey 2021-22 the government has taken following reforms in 

FDI. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Challenges with FDI in India: 

 Gives multinationals controlling rights within foreign countries. Critics argue powerful MNCs can use their 

financial clout to influence 

local politics to gain favorable 

laws and regulations. 

 Lack of transparency and 

proper regulation norms in 

India provides space for 

unethical practices and 

measures, as FDI can act as 

another source of corruption, 

parking black money in 

developing countries like 

India.  

 FDI does not always benefit 

recipient countries as it 

enables foreign multinationals 

to gain from ownership of raw 

materials, with little evidence 

of wealth being distributed throughout society. 

 FDI acts as a convenient way to bypass local environmental laws. Developing countries may be tempted to 

compete on reducing environmental regulation to attract the necessary FDI. 

 FDI that brings technology along, to some extent may lead to loss of jobs in India as domestic market may 

not be as competitive as foreign markets. 

 By moving resources elsewhere, it can sometimes impede local investment. 

 

Reforms taken by government to improve foreign participation: 

 Defence Sector: FDI allowed through automatic route increased up to 74 per cent (from 49 percent) for companies seeking 

new industrial licenses. FDI beyond 74 percent and up to 100 per cent will be permitted under the Government route. 

 Insurance Sector: Permissible FDI limit increased from 49 percent to 74 percent under the automatic route and allows 

foreign ownership and control with safeguards. 

 Petroleum & Natural Gas sector: FDI permitted up to 100 percent under the automatic route in cases where the 

Government has accorded an ‘in-principle’ approval for strategic disinvestment of a Public Sector Undertaking (PSU). 

 Telecom sector: FDI permitted up to 100 percent under automatic route. 

Reforms taken to curb opportunistic: 

 An entity or beneficial owner of an investment lying in a country sharing land can invest only under the Government route. 

 Also transfer of ownership of any existing or future FDI in an entity in India, directly or indirectly to such entities also 

require Government approval. 

 

Reforms taken to monitor the implementation processes: 

 Amendment of the Standard Operating Procedure (SOP) to improve ease of processing FDI proposals. 

 ‘FDI Monitoring Cell’ to follow up with applicant/ investor, to expedite FDI proposals with a view to identify the hurdles if 

any. 

 Inter-Ministerial Committee (IMC) constituted under the Chairpersonship of Secretary, 

 Department for Promotion of Industries and Internal Trade (DPIIT) to take appropriate decisions on delayed proposals and 

those escalated by Administrative Ministries Departments. 
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 Exchange rates are occasionally manipulated as a result of foreign direct investment, to one country's 

benefit and the other's detriment. 

 

Conclusion: 

The economy gains immensely from FDI, and the proper FDI process identifies vital economic areas that 

deliver the best return on investment. By bringing superior products and services to market, this investment 

increases firm competitiveness, stimulates innovation and efficiency, and raises the level of living. Thus FDI also 

looks a promising avenue for sustainable and inclusive growth. 

 

 

 

 

 

 

 

 

 

About PPP: 

 The Department of Economic Affairs, GOI, refers to PPP as a Partnership between a public & private 

sector for creation / management of infrastructure for public purpose for a specified period of time on 

commercial terms & procured through a transparent open procurement system.  

 Public-private partnerships involve collaboration between a government agency and private-sector 

companies that can be used to finance, build, and operate projects, such as public transportation networks, 

parks, and convention centers. 

 

Investment models in PPP: 

 Build Operate Transfer (BOT) 

 In a BOT project, the public sector grantor grants to a private company the right to develop 

and operate a facility or system for a certain period (the "Project Period"), in what would 

otherwise be a public sector project. 

 Private sector partner has to bring the finance for the project and take the responsibility to 

construct and maintain it. 

 

 Build Own Operate Transfer (BOOT) 

 It is a variant of the BOT model. 

 A BOOT project is often seen as a way to develop a large public infrastructure project with 

private funding. 

 Here the public-sector partner may provide limited funding or some other benefit (such as tax 

exempt status). 

 

 Build Operate Lease Transfer (BOLT) 

 In this approach, the government gives a concession to a private entity to build a facility (and 

possibly design it as well), own the facility, lease the facility to the public sector and then at 

the end of the lease period transfer the ownership of the facility to the government.  

 

25. PUBLIC PRIVATE PARTNERSHIP 
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 Design Build Operate Transfer (DBFOT) 

 In this model, the private party assumes the entire responsibility for the design, construction, 

finance, and operation of the project for the period of concession. 

 

 Engineering Procurement Construction Model (EPC) 

 Under this model, the cost is completely borne by the government. 

 The private sector’s participation is minimum and  limited to the provision of engineering 

expertise. 

 Here the private entity is made responsible for all the activities from design, procurement, 

construction, to commissioning and handover of the project to the Government. 

 

 Hybrid Annuity Model (HAM) 

 HAM is a hybrid model– a mix of the EPC (engineering, procurement and construction) 

and BOT (build, operate, transfer) models. 

 HAM combines EPC (40 per cent) and BOT-Annuity (60 percent). 

 Under this model, the government will contribute to 40% of the project cost in the first five years 

through annual payments (annuity). 

 The remaining 60% will be made on the basis of the assets created and the performance of the 

private player. 

 As the risk is shared under this model there is no tight role for the private entity. 

 

 Model Concession Agreement: 

 MCA is a legal contract that forms the basis of public private partnership (PPP) projects in India. 

 It lays down the terms and conditions for executing a road project till a private firm operates. 

 It states the policy and regulatory framework for implementation of a PPP project. 

 The model is available for various sectors like National Highways, State Highways, Urban Rail 

Transit System and Ports. 

 Swiss Challenge: 

 The Swiss Challenge method is one of the ways of awarding government contracts to private players. 

Without an invitation from the government, a private player can submit a proposal to the 

government for development of an infrastructure project with exclusive intellectual property rights. 

 Then government has two options with it: 

1. Government can buy the intellectual property rights from the original proponent and call for 

a competitive bidding to award the project. 

2. Government allows other players with similar capabilities to submit their proposals. If any 

proposal is better than 

the proposal of the 

original proponent, 

the original proponent 

is asked to match with 

the other proposal. If 

he fails, then it would 

be awarded to the best 

bidder. 

 

Challenges in investment models: 

 Issues with BOT Model: 

Status of PPP in India: 

 India saw an unprecedented surge in the number of infrastructure 

projects being implemented through PPPs during its 11th five-year plan, 

especially in the transport and power sectors. 

 During the year 2020–21, 125 PPP projects—with a total cost of Rs 1, 72, 

314 crore—were appraised by the government. 

 According to World Bank data on the Private Participation in 

Infrastructure (PPI) Database, India was the top recipient of PPI activity 

from 2008 to 2012. India alone accounted for almost half of the 

investment in new PPI projects in developing countries during 2011. 

 According to the PPI Database, in 2015, PPI investment in India fell for 

the fifth consecutive year, hitting a 10-year low at $3.9 billion. 

 NHAI’s Toll-Operate-Transfer-based concessions are being successfully 

bid out with an encouraging response from the market. 

 Indian Railways launched a strategic foray into PPP for private 

participation in the running of passenger trains 
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o The BOT Model is not suitable for small projects. It may take a long time and considerable up front 

expenses to prepare and close a BOT financing deal as it involves multiple entities and requires a 

relatively complicated legal and institutional framework.  

o It may take time to develop the necessary institutional capacity to ensure that the full benefits of BOT 

are realized. 

o Even under the BOT-ANNUITY model, the government has been unable to attract private 

partners for road projects since 2010, and especially since 2013/2014. 

 Issues with EPC Model: 

o Due to land acquisition challenges, approval delays, and other factors, costs have risen and 

margins have shrunk. 

o Most contracts have unrealistically low estimations and strict payment terms. 

o Financial resources accessible to the government are limited by nature. 

 Issues with HAM Model:  

o Land acquisition or right of way issues are affecting road projects based on the hybrid annuity 

model. 

o Financing for projects is yet a concern for HAM based projects. 

 Issues with Swiss Challenge: 

o The biggest concerns are the lack of transparency and competition while dealing with unsolicited 

proposals.  

o Governments lack a strong legal and regulatory framework to award projects under the Swiss 

Challenge method.  

o Given that governments sometimes lack an understanding of risks involved in a project, direct 

negotiations with private players can be fraught with downsides. 

 

 

Challenges in PPP: 

 While the global economic slowdown played a role in the slowdown of infrastructure investment through 

PPPs in India, other major issues also contributed. 

 On the government side, PPPs have been affected adversely by factors such as- 

o delays in land acquisition and clearances 

o shifting of utilities 

o time and cost overruns 

o Government’s poor record in regulating PPPs. 

 Additionally, on the private sector side- 

o Inadequate due-diligence by project developers as well as project finance banks also resulted in 

many bank loans being rendered as non performing. 

o PPP projects have turned into conduits of crony capitalism. 

o Frequent renegotiations also resulted in the drain of a larger share of public resources.  

o Firms create a moral hazard by their opportunistic behaviour.  

 Infrastructure loans were a major contributor to the rising non-performing assets (NPAs) in the 

country, mostly the ones approved by the state-owned Public Sector Undertaking (PSU) banks. 

 Capital markets are inadequately developed and are dominated by a safe asset class of quasi-

government entities leaving virtually no appetite for infrastructure projects that are perceived as risky 

assets. 

 Many Metro, Rail and Road projects become sites of crony capitalism and a means for accumulating 

land by private companies. 
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 The nature of problems being faced by PPP projects varies from one project or sector to another. For 

example: Airports construction and operation was done by 2 different entities, Roads – delayed clearances 

and aggressive bidding 

 Inappropriate business models and vested interests leading to development of skewed qualification 

criteria. 

  

Vijay Kelkar Committee on PPP: 

The Finance Minister in the Union Budget 2015-16 announced that the PPP mode of infrastructure 

development has to be revisited and revitalized. In this regard Vijay Kelkar Committee Report on Revisiting 

and Revitalising PPP Model made robust recommendations to revitalise the PPP architecture in India. 

 It recommended for strengthening of 3 main pillars of the PPP framework viz. Governance, 

Institutions, and Capacity.  

 The report endorsed setting up of a 3PI (a PPP institute of excellence) for supporting institutional 

capacity building activities. 

 For the rational allocation of risks among various stakeholders, the Model Concession Agreement 

(MCA) should be revisited. The “One-size-fits-all” approach should be avoided and project-specific risk 

assessment should be undertaken 

 Extension of PPP into new sectors such as health, other social sectors, and urban transport, etc. 

 Infrastructure PPP Project Review Committee (IPRC) should be set up for evaluating and sending 

recommendations in a time-bound manner for stress in projects under the PPP model. 

 An Infrastructure PPP Adjudication Tribunal (IPAT) should be set up and its benches will be 

constituted by the Chairperson as per needs of the matter in question. 

 A dispute resolution mechanism that is quick and flexible is needed to allow restructuring within the 

commercial and financial boundaries of the project. 

 An institutionalised mechanism like the National Facilitation Committee (NFC) to ensure time 

bound resolution of issues. 

 

 

 

 

Government initiatives to reinvigorate PPP in India: 

 National Investment and Infrastructure Fund: A quasi-sovereign wealth fund, as a catalyst for supporting 

commercially viable projects, including stalled projects. 

 Procedures for obtaining environment and forest clearances have been expedited and simplified and is 

now an online process. 

 In the roads sector, a new hybrid annuity model has been launched with good response from private 

players. 

 Indian Railways launched a strategic foray into PPP for private participation in the running of passenger 

trains. The bidding process for the first batch of 150 private passenger trains is underway, with a targeted 

investment of Rs 30,000 crore. 

 NHAI’s InvIT has been approved and the transaction is in an advanced stage. The fund-raising process and 

unit placement are expected to be completed during FY 22. 

 National Monetisation Pipeline: It aims to unlock value in brownfield projects by engaging the private 

sector, transferring to them revenue rights and not ownership in the projects, and using the funds 

generated for infrastructure creation across the country. 

 

26. INCLUSIVE GROWTH 
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Inclusive Growth: 

 Inclusive Growth refers both to the pace and pattern of growth, which are interlinked and must be 

addressed together.”- World Bank 

 UNDP has described inclusive growth as 

“the process and the outcome where all 

groups of people have participated in 

growth and have benefited equitably from 

it”. 

 Inclusive Growth is defined as economic 

growth that is evenly dispersed across 

society and generates opportunity for 

everyone. - OECD 

 It is a simultaneous approach towards 

growth that is environmentally 

sustainable, driven by job 

opportunities, widening choice sets, 

aspiring for a general sense of 

economic empowerment and good 

governance that aids in the creation of a 

gender-conscious society. 

 

Dimensions of IG: 

 Economic Growth: Growth with development is a prerequisite for inclusive growth. India's goal of 

having a $5 trillion economy by 2024-25 can help the country reduce inequality, expand social 

spending, and provide jobs for everyone.  

 Financial Inclusion: It ensures that marginalised have inexpensive access to financial services in the 

economy. Thus it is an essential component for inclusive growth as it promotes a culture of saving and 

investment. 

 Social Development: Inclusive growth is in direct relationship with equality. The higher the level of 

equality, the more inclusive the society will be. Investment in social structures will not only stimulate GDP 

but will also produce a healthy and capable workforce for the future.  

 Accessibility: Growth should be accessible to the lowest rung of the population. All the services be it social, 

economic or political should be available to all equally. Accessibility makes growth inclusive in a true sense.  

 Capacity Building: Capacity building is considered important to encourage the participation of 

stakeholders. The capacity building of the workforce, social and economic structures, new technology 

adoption, and skill enhancements can together contribute to make growth more inclusive. 

 Good Governance: Good governance results in effectiveness and efficiency, it upholds justice in the rule of 

law, and accountability and it encourages popular participation, consensus, and equality. 

 Sustainability: Growth enables sustainability by encouraging investment. Economic growth strengthens 

consumer confidence, spending, and demand, all vital elements of a healthy investment climate—which the 

energy transition is going to need 

 

Issues arising due to IG: 

 Unequal Development: GDP is considered the key parameter of economic growth. In reality, the 

increasing GDP growth rate has not trickled down to the bottom of the pyramid. Although some growth has 

percolated in both the urban and rural areas, yet it has not been in the favour of the marginalised.  
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 Social Injustice and Inequalities: The Oxfam report, “Inequality Kills’’ 2021 states that More than 

4.6 crore Indians, meanwhile, are estimated to have fallen into extreme poverty in 2020, nearly half of the 

global new poor according to the United Nations. The income of 84 percent of households in the country 

declined in 2021, but at the same time the number of Indian billionaires grew from 102 to 142. The share 

of the bottom 50 percent of the population in national wealth was a mere 6 per cent.  

 Jobless growth:. Despite strong economic growth in the last decade, job growth averaged only 

approximately 2% a year in the formal sector. Such growth is basically flat when adjusted for the growing 

population. It is estimated that about 80% of India’s labour force works in the informal economy. 

Jobs in the informal economy are typically insecure, with neither employment contracts nor regular pay, and 

very often workers are engaged on a day-to-day basis. The working conditions in the informal economy 

therefore resemble a low-productivity trap. 

 Poverty:  According to Global Multidimensional Poverty Index 2021, India’s rank is 66 out of 109 

countries. Although in recent years, India emerged as the country with the highest rate of poverty reduction 

with 273 million out of poverty, still India has a long way to go. Also the drawbacks in defining poverty 

impacts other associated areas such as employment schemes and subsidies for the poor. Without a proper 

criterion of poverty, proper policy framework for inclusive growth cannot be developed. 

 Effect of LPG reforms: Liberalization, privatisation and globalisation of the Indian economy has ushered 

the poor to further vulnerability. Globalisation has created a question of the existence of small scale 

industries. Also liberalization and privatisation has particularly benefited only the Indian private and 

corporate sector. 

 Interstate inequalities:  Growth has been different across sectors and regions. For example, the Green 

Revolution has disproportionately benefited Western and Southern India when compared to Eastern India. 

States also differ in other parameters of employment, poverty etc. 

 

Multidimensional Poverty Index (MPI) 

 Global Multidimensional Poverty Index 2021 was released by the United Nations Development 

Programme (UNDP) and the Oxford Poverty & Human Development Initiative (OPHI). 

 MPI is based on the idea that poverty is not unidimensional (not just depends on income and one 

individual may lack several basic needs like education, health etc.), rather it is multidimensional. 

 The index shows the proportion of poor people and the average number of deprivations each poor 

person experiences at the same time. 

 MPI uses three dimensions and ten indicators which are: 
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 It states 1.3 billion people are multidimensionally poor all over the world. 

 According to Global MPI 2021, India’s rank is 66 out of 109 countries. The National MPI released by 

Niti Aayog is aimed at deconstructing the Global MPI and creating a globally aligned and yet customised 

India MPI for drawing up comprehensive Reform Action Plans with the larger goal of improving India’s 

position in the Global MPI rankings. 

 

Conclusion: 

The best way to realise inclusive growth is through a participatory approach. It is said by government 

authorities that a multidimensional approach towards education and skills development is essential to achieve 

growth. The challenge of skills shortage can be addressed through public private partnership. Thus inclusive and 

equitable growth can be targeted through innovative partnerships with international organisations, civic society, 

and private firms.  

 

 

 

 

 

About the Plan: 

 Prime Minister Shri Narendra Modi launched the Gati 

Shakti – National Master Plan for Multimodal Connectivity 

in New Delhi, heralding a new chapter in governance.   

 Gati Shakti — a digital platform — will bring 16 Ministries 

including Railways and Roadways together for integrated 

27. GATI SHAKTI 
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planning and coordinated implementation of infrastructure connectivity projects. 

 It will incorporate the infrastructure schemes of various Ministries and State Governments like 

Bharatmala, Sagarmala, inland waterways, dry/land ports, UDAN etc.  

 

Significance 

 Institutional infrastructure: 

o The Centre's support in creating an institutional framework in time-bound manner and 

implementation of projects under the PM Gati Shakti national master plan for multimodal 

connectivity will give a boost to overall infrastructure of the country. 

 Ease of Living:  

o The multi-modal connectivity will provide integrated and seamless connectivity for 

movement of people, goods and services from one mode of transport to another.  

o It will facilitate the last mile connectivity of infrastructure and also reduce travel time for 

people. 

 Information help with investing:  

o PM Gati Shakti will provide the public and business community information regarding the 

upcoming connectivity projects, other business hubs, industrial areas and surrounding environment.  

 Utilisation of resources :  

o It will create multiple employment opportunities and give a boost to the economy.  

o PM Gatishakti, will also lead to optimum utilization of the country's resources as everyone will 

be able to make their plan with complete information. 

 Improved competitiveness: 

o It will improve the global competitiveness of local products by cutting down the logistics costs 

and improving the supply chains, and also ensure proper linkages for local industry & 

consumers. 

 Reduce turnaround time: 

o Besides cutting logistics costs, the scheme is also aimed at increasing cargo handling capacity 

and reducing the turnaround time at ports to boost trade. 

 Tourism:  

o Infrastructure was key to development of tourism, including spiritual and medical tourism  

 

 

Six Pillars of the Plan: 

1. Comprehensiveness: It will include all the existing and planned initiatives of various Ministries and 

Departments with one centralized portal.  

 

2. Prioritization: Through this, different Departments will be able to prioritize their projects through 

cross–sectoral interactions. 

 

3. Optimization: The National Master Plan will assist different ministries in planning for projects after 

identification of critical gaps.  

 

4.  Synchronization: PM Gati Shakti will help in synchronizing the activities of each department, as 

well as of different layers of governance, in a holistic manner by ensuring coordination of work between 

them. 
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5. Analytical: The plan will provide the entire data at one place with GIS based spatial planning and 

analytical tools having 200 + layers, enabling visibility to the executing agency. 

 

6.   Dynamic: It will help in identifying the vital interventions for enhancing and updating the master plan. 

 
 

Conclusion  

 Infrastructure development will play an important role in India’s aim to become a $5 trillion economy. 

 India is seeking the use of innovative technology and materials in road construction, and is open to adopting 

guidelines for use of new materials and technology. 

 

 

 

 

 

 

 

About: 

 PMFBY aims at providing financial support to farmers suffering crop loss/damage arising out of natural 

calamities like hailstorm, drought, floods, cyclones, heavy and unseasonal rains, attack of disease and pests 

etc. 

  The scheme is the third largest crop insurance scheme in the world in terms of premium. PMFBY has been 

implemented in 27 States and Union Territories.  

 The scheme envisages covering the maximum number of farmers in the ambit of crop insurance by providing 

comprehensive risk coverage from pre-sowing to post-harvest losses. The scheme offers very low premium 

rates for farmers to participate in the scheme. 

 

Progressive Changes: 

 Coverage of agricultural insurance has significantly increased in kharif 2016 compared to kharif 2015 across 

India. The number of farmers insured crossed 4 crores during kharif 2016, a jump from 3.09 crores in kharif 

2015. 

 The sum insured is now closer to the cost of production than before. It has gone up from Rs 20,500 per 

hectare of land during kharif 2015, to Rs 34,370 in kharif 2016. This means in case of losses, farmers should 

theoretically get significantly higher compensation than before. However, in some states like Rajasthan, the 

sum insured remains very low—about one-third of the cost of production. 

 

Fallouts of the Scheme: 

1. Gaps in assessment of crop loss: The sample size in each village was not large enough to capture the 

scale and diversity of crop losses. In many cases, district or block level agricultural department officials do 

not conduct such sampling on ground and complete the formalities only on paper.  

28. PMFBY: PRADHAN MANTRI FASAL BIMA YOJANA 
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2. Lack of trained outsourced agencies, scope of corruption during implementation and the non-utilization 

of technologies like smart phones and drones to improve reliability of such sampling. 

3. Inadequate and delayed claim payment: Insurance companies, in many cases, did not investigate losses 

due to a localised calamity and, therefore, did not pay claims. For kharif 2016, the claim payment to farmers 

was inordinately delayed—till April 2017; claims for kharif 2016 were not paid or were partly paid in 14 out 

of 21 states. Only 32 per cent of the reported claims were paid out by insurance companies, even when in 

many states the governments had paid their part of the premium.  

4. High actuarial premium rates: Insurance companies charged high actuarial premium rates during kharif 

2016 – the all-India rate was approximately 12.6 per cent, which was highest ever. Much higher rates were 

charged in some states and regions. The average actuarial rate in Gujarat was 20.5 per cent, in Rajasthan 

19.9 per cent, and in Maharashtra 18.9 percent. 

5. Massive profits for insurance companies: CSE’s analysis indicates that during kharif 2016, companies 

made close to Rs 10,000 crore as ‘gross profits’. 

6. Coverage only for loanee farmers: PMFBY remains a scheme for loanee farmers – farmers who take 

loans from banks are mandatorily required to take insurance. The percentage of non-loanee farmers availing 

insurance remained less than 5 per cent during kharif 2016 and 2015. Like previous crop insurance 

schemes, PMFBY fails to cover sharecropper and tenant farmers. 

7. Poor capacity to deliver: There has been no concerted effort by the state government and insurance 

companies to build awareness of farmers on PMFBY. Insurance companies have failed to set-up 

infrastructure for proper implementation of PMFBY. There is still no direct linkage between insurance 

companies and farmers. Insured farmers receive no insurance policy document or receipt. 

 

 Recommendations to improve the implementation of the insurance scheme: 

 Coverage of tenant and sharecropper farmers should increase. 

 All important crops should be covered under crop insurance. Diversification of crops and mixed farming 

should be promoted. 

 Instead of threshold yield, ‘Potential yield’ should be used for crops for which historical average yield data is 

not available. 

 Damage caused by wild animals, fire, cold waves and frost to crops should also be considered at the 

individual level. Damage caused by unforeseen weather events like hailstorms should also be included in the 

category of post-harvest losses. 

 Farmers must be informed before deducting crop insurance premium. They must be given a proper 

insurance policy document, with all relevant details. 

 Panchayati Raj Institutions and farmers need to be involved at different stages of implementation. 

 Incentivize groups of small farmers or women farmers and promote group insurance. 

 Sum insured should not be less than the scale of finance and/or cost of production. 

 

 

 

 

 

About: 

29. SEMICONDUCTOR MANUFACTURING: 

CHALLENGES & SIGNIFICANCE 
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 Semiconductors are materials which have conductivity between conductors and insulators. They can be pure 

elements, silicon or germanium or compounds; gallium, arsenide or cadmium selenide. 

  Semiconductor Chips are the basic building blocks that serve as the heart and brain of all modern 

electronics and information and communications technology products. 

 

Significance of Semiconductors: 

 Semiconductors are essential to almost all sectors of the economy including aerospace, automobiles, 

communications, clean energy, information technology and medical devices etc. 

 Demand for these critical components has outstripped supply, creating a global chip shortage and resulting 

in lost growth and jobs in the economy. 

 In December 2021, the centre government sanctioned ₹76,000 crore under the Production linked scheme to 

encourage the manufacturing of various semiconductor goods within India. 

 Semiconductors and displays are the foundation of modern electronics driving the next phase of digital 

transformation under Industry. 

 Semiconductor chips are the lifeblood of the modern information age. They enable electronic products to 

compute and control actions that simplify our lives. 

 These semiconductor chips are the drivers for ICT (Information and Communication Technologies) 

development and one of the key reasons for the current flattening of the world. 

 They are used in critical infrastructure such as communication, power transmission, etc., that have 

implications for national security. 

 Development of the semiconductor and display ecosystem will have a multiplier effect across different 

sectors of the economy with deeper integration to the global value chain. 

 There are not many countries in the world that manufacture these chips. The industry is dominated by the 

United States of America, Taiwan, South Korea, Japan, and the Netherlands. 

 

What are the Challenges? 

 High Investments Required: Semiconductors and display manufacturing is a very complex and 

technology-intensive sector involving huge capital investments, high risk, long gestation and payback 

periods, and rapid changes in technology, which require significant and sustained investments. 

 Minimal Fiscal Support from Government: The level of fiscal support currently envisioned is minuscule 

when one considers the scale of investments typically required to set up manufacturing capacities in the 

various sub-sectors of the semiconductor industry. 

 Lack of Fabrication Capacities: India has a decent chip design talent but it never built up chip fab 

capacity. The ISRO and the DRDO have their respective fab foundries but they are primarily for their own 

requirements and are also not as sophisticated as the latest in the world. India has only one old fab which is 

located in Mohali, Punjab. 

 Extremely Expensive Fab Setup: A semiconductor fabrication facility (or fab) can cost multiples of a 

billion dollars to set up even on a relatively small scale and lagging by a generation or two behind the latest 

in technology. 

 Resource Inefficient Sector: Chip fabs are also very thirsty units requiring millions of litres of clean 

water, an extremely stable power supply, a lot of land and a highly skilled workforce. 

Semiconductor Mission: 

India Semiconductor Mission (ISM) has been set up as an Independent Business Division within Digital 

India Corporation having administrative and financial autonomy to formulate and drive India’s long term strategies 

for developing semiconductors and display manufacturing facilities and semiconductor design ecosystem. 

Following four schemes have been introduced under the aforesaid programme: 
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 Scheme for setting up of Semiconductor Fabs in India provides fiscal support to eligible applicants for 

setting up of Semiconductor Fabs which is aimed at attracting large investments for setting up 

semiconductor wafer fabrication facilities in the country. 

 Scheme for setting up of Display Fabs in India provides fiscal support to eligible applicants for setting 

up of Display Fabs which is aimed at attracting large investments for setting up TFT LCD / AMOLED based 

display fabrication facilities in the country. 

 Design Linked Incentive (DLI) Scheme offers financial incentives, design infrastructure support across 

various stages of development and deployment of semiconductor design for Integrated Circuits (ICs), 

Chipsets, System on Chips (SoCs), Systems & IP Cores and semiconductor linked design. 

 

Way forward: 

 High Investments Required: Semiconductors and display manufacturing is a very complex and 

technology-intensive sector involving huge capital investments, high risk, long gestation and payback 

periods, and rapid changes in technology, which require significant and sustained investments. 

 Enhancing the Important Component: There are three components of the chip: 

o Hardware (raw materials) 

o Design 

o Fabrication 

 The design itself is the component that creates the value and if India is able to harness this capability the no 

one in the world can beat the country 

 

 

 

 

 

 

About Sovereign Credit rating: 

 A sovereign credit rating is an independent assessment of the creditworthiness of a country or sovereign 

entity. 

 Investors use sovereign credit ratings as a way to assess the riskiness of a particular country's bonds. 

 Standard & Poor's gives a BBB- or higher rating to countries it considers investment grade, and grades of 

BB+ or lower are deemed to be speculative or "junk" grade. 

 Moody’s considers a Baa3 or higher rating to be of investment grade, and a rating of Ba1 and below is 

speculative. 

o Credit rating is an assessment of the creditworthiness of a borrower including an individual, a 

company or a country. 

o Sovereign rating is a type of credit rating where the assessment is made on the overall condition of 

a country. 

30. SOVEREIGN CREDIT RATINGS & INDIA’S 

CONCERN 
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Factors considered by rating agencies for sovereign 

rating 

 The latest methodology for estimating ratings of governments, 

given by Moody’s identifies four factors. 

 Economic Strength, 

 Institutions and Governance Strength, 

 Fiscal Strength and 

 Susceptibility to Event Risk. 

India's Concerns: 

 India’s sovereign rating outlook to ‘stable’ from ‘negative’, citing a decrease of risks from COVID-19. 

 It retained India’s rating at Baa3, reflecting the lowest investment grade rating. 

o Moody’s considers a Baa3 or higher rating to be of investment grade, and a rating of Ba1 and below 

is speculative. 

 It expects 2021-22 to record 9.3% growth in GDP, followed by 7.9% next year. 

 The growth projections take into account structural challenges, including weak infrastructure, rigidities in 

labour, land and product markets that continue to constrain private investment and contribute to post-

pandemic economic scarring. 

 Sovereign credit ratings represent, in quantitative terms, the ability of the issuing government to meet its 

debt obligations. A credit rating of AAA is the highest, while BBB-, the credit rating assigned to India, is 

the lowest among the investment grade bonds. 

 India’s sovereign credit ratings do not reflect its fundamentals. Within its sovereign credit ratings cohort, 

India is a clear outlier on several parameters, i.e. it is rated significantly lower than mandated by the effect 

on the sovereign rating of the parameter.  

 The Indian government’s probability of default, reflecting both its ability and willingness to repay its debt 

obligations, is very high. International investors then would be advised to beware of lending to India. 

 The country’s foreign reserves determine its ability to pay. India’s foreign exchange reserves, as of 15 

January 2021, were at $584.24 billion compared to its total external debt, including that of the private 

sector, at $556.2 billion. Its reserves to debt ratio, which was at 78.4% in 2016-17, rose to 85% in 2019-2020, 

and appears to have further risen to 105% in 2021. India has done reasonably well in terms of its external 

sector vulnerability, despite a pandemic. 

 With regard to willingness to pay, clearly, that India has not had a zero sovereign default history attests to 

the fact that the probability of default is extremely low. 

 Sovereign Credit Ratings can be procyclical and affect equity and debt FPI flows of developing countries, 

causing damage and worsening crisis. 

 

Conclusion: 

 Evidence instances of systemic under-assessment and bias in the sovereign credit ratings over a period of at 

least two decades. The findings are consistent with a large academic literature that highlights bias and 

subjectivity in sovereign credit ratings, especially against countries with lower ratings and developing 

economies. 

 The Economic Survey advises that India’s fiscal policy should not be restrained by biassed and subjective 

ratings; rather it should focus on growth and development, reflecting Gurudev Rabindranath Tagore’s 

sentiment of a mind without fear. 
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About MMLPs: 

 Multi Modal Logistics Parks is a key policy initiative of the Government of India, led by National Highway 

Logistics Management Limited under the Ministry of Road Transport and Highways. 

 National Highways Authority of India (NHAI) is to develop MMLPs in hub and spoke model to improve 

o Country’s freight logistics sector by lowering overall right costs and time. 

o Cutting Warehousing costs. 

o Reducing Vehicular Pollution and Congestion. 

o Improving the tracking and traceability of consignments through infrastructural, procedural, and 

information technology international. 

 A Multi-Model Logistic Park as an inter model freight handling establishment comprising warehouses, 

dedicated cold chain facilities, freight or container terminals and bulk cargo terminals eases and optimizes 

31. MULTIMODAL LOGISTICS PARK 
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merchandise movement via road, rail, waterway and air, consequently, rationalizes the cost of logistics and 

improves the competitiveness of logistics. 

 The MMLPs have been conceptualized to enable seamless intermodal freight movement and offer multiple 

functionalities such as fright aggregation and distribution. 

 Setting of Multi Modal Logistics Parks (MMLPs) at strategic locations in the country will bring down 

India’s logistics costs and help boost the national economy. 

 This will reduce our imports, increase our exports and thus help us realise the PM’s vision of 

Atmanirbhar Bharat.” 

 India managed to improve its performance in the Logistics Performance index (LPI), a ranking 

published by the World Bank to measure the logistics performance of countries. 

 In 2017, the GOI approved a plan to build 35 MMLPs-State government will provide the land needed for 

the projects, which will then be taken up through public-private partnerships. 

 

MMLPs have 5 key functions: 

 Fright aggregation and distribution 

 Multi- model freight transport 

 Integrated storage and warehousing 

 Information technology support 

 Value added services 

Challenges for logistics sectors: 

Logistics costs are high in India relative to costs in 

developed countries, which were 13% of GDP in 2015 

compared to approximately 8%–10% in developed nations. 

These higher logistics costs in India are primarily driven by 

the following five key factors. 

1. Unfavorable inter-modal mix: 60% of freight 

movement skewed toward road transport despite the 

lower freight cost of rail transport. 

2. Inefficient fleet mix: Characterized by smaller, inefficient trucks. 

3. Underdeveloped material handling infrastructure: A fragmented industry consisting largely of small, 

unorganized warehouses with limited mechanization. 

4. Underdeveloped road infrastructure: Limited presence of 4 and 6 lane national highways. 

5. Institutional and regulatory bottlenecks: Such as complicated documentation and procedures related to 

toll collections, adversely impact logistics costs in India. 

Challenges in MMLPs: 

 Clearance issue: In the absence of a specific definition, different ministers including railway, shipping and 

the department of industrial policy and promotion are facing clearance issues for these parks. 

 Infrastructural development: For MMLPs to succeed, roads, railways, and other available modes of 

transportation must be improved for smooth and uninterrupted linkages among adjacent parks, industrial 

clusters, and consumption centres. 

 COVID-19 led slowdown: With only four of the proposed projects being allocated land since the scheme 

was first announced in 2017, COVID-19 has brought forward some issue that question the viability of some 

of MMLPs projects 
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 Conclusion: 

Effective steps have already been taken by the government Of India, towards logistics development in the 

country, such as notifying’ logistics’ as one of the infrastructure sector in 2017. This has eased the fund recourse to 

private players, interested in developing the logistics infrastructure sectors. This evidently shows the commitment 

of the GOI towards development of logistics infrastructure in the country. 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

About TRIPS Agreement: 

 The WTO Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS) is the most 

comprehensive multilateral agreement on intellectual property (IP). 

 It plays a central role in facilitating trade in knowledge and creativity, in resolving trade disputes over IP. It 

frames the IP system in terms of innovation, technology, transfer, and public welfare. 

 Patents, copyrights, trademarks, etc are some of the examples of Intellectual property. 

 As far as patents are concerned, the Indian Patents Act 1970 deals with the issues of patents in India. 

 Countries that are members of WTO have to frame their IP acts in accordance with the TRIPS agreement. 

 

Compulsory licensing and TRIPS flexibilities: 

32. COVID VACCINE & IP WAIVER 
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 Compulsory Licensing: In 2001, the WTO signed the Doha Declaration, which clarified that in a public 

health emergency, the government could compel companies to license their patents to manufacturers, even if 

they did not think the offered price was acceptable. 

 Under Article 27(2) of the TRIPS agreement, WTO member countries may exclude the patentability of 

inventions that are necessary to protect public health. 

 Article 30 allows members to place limited exceptions to the rights conferred by a patent. This, along with a 

set of other tools known as the “TRIPS flexibilities” allow governments to waive IP rights in the interest of 

public health. 

 Under Section 92 of 1970 Indian Patents Act, the central government has the power to allow compulsory 

licenses to be issued at any time in case of national emergency or circumstances of extreme urgency. 

What is the TRIPS waiver for COVID-19 vaccines? 

 The TRIPS waiver refers to a proposal, advanced by the governments of South Africa and India, to the WTO 

to waive IP rights for technologies needed to prevent, contain, or treat COVID-19 until widespread 

vaccination is in place globally, and the majority of world population has developed immunity. 

 In October 2020, India and South Africa had approached the WTO seeking a waiver on intellectual 

property rights on Covid-related innovations to enhance access to tests, drugs, and vaccines. 

 The proposal aims to increase global access to several crucial medical products to help countries 

tackle more effectively the contagious virus with affordable and accessible tools. 

 India is among 62 WTO members that pushed this draft, which limits the waiver period to 3 years, with 

the provision to review the duration. 

 TRIPS waiver will accelerate scaling up some COVID-19 vaccines where the untapped capacity for 

vaccine production still exists, and it may also encourage existing vaccine producers to step up their 

technology transfer efforts. 

Supports and Opposition to this draft: 

 Most developing countries have supported the proposal. 

 The US has given its weight behind the TRIPS waiver, but only on the vaccine and not on other medical 

equipment and medicines. The European Union is also considering the proposal. 

 However, some developed countries, including Japan and the UK have opposed the move. 

 Multinational pharmaceutical companies have also opposed this because they fear losing their market share 

and revenue earned on vaccines and medicines as well. 

Why does India want an IP waiver? 

 Once the formula is shared, any company which possesses the required technology and infrastructure can 

produce vaccines. This will lead to cheaper and more generic versions of Covid vaccines and will be a 

big step in overcoming vaccine shortages. 

 There is inequitable distribution of vaccines among developed and developing nations. The counties 

having surplus doses of vaccines have already vaccinated a considerable percentage of their population and 

are returning to normal whereas, the poker nations continue to face shortages, have overburdened 

healthcare systems and hundred dying daily. 

 At present, only drug companies which own patents are required to manufacture Covid vaccines. A lifting 

of patents will allow the formula to be shared with other companies. 

 The longer Covid circulates in developing nations; there is a greater chance of more vaccine-resistant, deadly 

mutations of the virus emerging. 
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Way forward: 

 Waiving IP protections alone are not enough to make vaccines available around the world or reduce COVID -

19 spread. We need to focus on other areas also like awareness against vaccine hesitancy and transportation 

of vaccines to small countries.  

 

 

About World Youth Day: 

 On 15 July, World Youth Skills Day is celebrated to recognize the fact that if youth acquire skills, it will 

enhance their ability to make informed choices regarding employment. In addition to this, they can also gain 

access to changing labour markets. 

 The day was adopted through a UN General Assembly resolution passed on 18 December, 2014.Theme for 

2021:‘Reimagining Youth Skills Post-Pandemic’ 

 World Youth Skills Day events have provided a unique opportunity for dialogue between young people, 

technical and vocational education and training (TVET) institutions, firms, employers’ and workers’ 

organisations, policymakers and development partners. 

 World Youth Skills Day recognizes the importance of equipping young people with skills that can help them 

in becoming entrepreneurs and finding employment which offers them decent work. The occasion also 

provides an opportunity to bring skilled young individuals along with employers, development partners and 

policy makers on the same platform. 

 The Prime Minister announced the 75 newly sanctioned Jan Shikshan Sasthan (JJSs) and also launched 

a portal made specifically for JSS. 

o JSSs aim to provide vocational training to non-literates, neo-literates as well as school dropouts in 

rural areas, by identifying skills that might be relevant to the market of that region. 

 Curriculum was launched of 57 new courses aligned with industry demand. 

 

Skill Gap Analysis 

 According to the India Skills Report 2015, it was established that India lacks in the development of skills. Of 

all the students applying for roles in the labour market, a mere 1/3rd of the number had the appropriate 

skills to match the requirement of the employers. Though we have sufficient manpower but they are not 

skilled enough to get a job. 

  A skill gap is a considerable gap between the skills required by the workforce and their current attributes 

and capabilities.  

 In India, there exists an enormous skill gap between the demand from industries based on rapid economic 

growth and the kind of skill sets the young people acquire through various education and trainings. 

 Fresh employment opportunities are getting created in the field of core engineering, retail, hospitality, e-

commerce and banking but there is shortfall of trained people in the country to fill the positions. 

Challenges: 

33. WORLD YOUTH SKILLS DAY 
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India is facing a lot of challenges keeping in view the current infrastructure and the policy framework. The 

challenges faced in skill development have been discussed below: 

 Insufficient capacity: Current infrastructure facilities available in the educational institutions throughout 

the country are inadequate considering the huge demand for skilled labour. There are not many trained and 

highly skilled trainers available. The faculty needs to be motivated and skilled to take up higher 

responsibilities. 

 Mobilization: The outlook of people associated with skill development is still very traditional. The 

enrolment of the students for vocational education and training has become an extremely challenging task. 

 Scalability: Any model to be successful needs a lot of support from different stakeholders. Since there is 

limited buy-in from the corporate sector, the progress of such initiatives is slow. 

 Skills Mismatch: There are lot of issues related to the skills needed by the industry and the skills imparted 

by the educational and training institutes. There is lack of industry-faculty interaction because of which the 

skill sets provided by the educational and training institutes do not end up suiting the employers’ 

requirements. As a result, though the people may be skilled but they do not get employment. It becomes 

extremely important that the industry professionals are also included in the design of the skill development 

curriculum. 

Steps taken by India for Skilling Youth:  

 Industrial Training Centres (ITIs): 

Conceptualized in the year 1950, aims to expand and 

modernize the existing Long-Term Training 

ecosystem in India. 

 Pradhan Mantri Kaushal Vikas Yojana: 

Launched in 2015, it aims to provide free skill 

training avenues to youths of India. 

 Recognition of Prior Learning: It was launched 

in 2015 to recognize the prior skills acquired by individuals. It is one of the key components of PMKVY. 

Under this an individual with a certain set of skills or with prior learning experience is assessed and 

certified under RPL with grade according to the National Skill Qualification Framework. 

 National Career Service Project: Launched in 2015 to offer free online career skills training through its 

National Career Service (NCS) project for job-seekers registered with it. 

 Skill Management and Accreditation of Training Centres (SMART): It provides a single window IT 

application that focuses on the accreditation, grading, Affiliation and Continuous monitoring of the Training 

Centres (TC) in the skill ecosystem. 

 Skills Acquisition and Knowledge Awareness for Livelihood (SANKALP): Its focus is on district-

level skilling ecosystem through convergence and coordination. It is a Centrally Sponsored Scheme which is 

collaborated with the World Bank. 

 Skills Strengthening for Industrial Value Enhancement: STRIVE scheme is a World Bank assisted-

Government of India project with the objective of improving the relevance and efficiency of skills training 

provided through ITIs and apprenticeships. 

 Pradhan Mantri YUVA Yojana (Yuva Udyamita Vikas Abhiyan): Launched in the year 2016, it aims 

at creating an enabling ecosystem for Entrepreneurship development through Entrepreneurship education 

and training; Advocacy and easy access to entrepreneurship support network and Promoting social 

enterprises for inclusive growth. 

 Young, Upcoming and Versatile Authors (YUVA) scheme, a mentorship programme to train young 

authors. 
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 Scheme for Higher Education Youth in Apprenticeship and Skills (SHREYAS): The scheme is to 

provide industry apprenticeship opportunities to the general graduates exiting in April 2019 through the 

National Apprenticeship Promotion Scheme (NAPS). 

  Atmanirbhar Skilled Employee Employer Mapping (ASEEM): Launched in 2020, it is a portal to help 

skilled people find sustainable livelihood opportunities. 

 

 

 

 

 

 

Nobel Economics Prize: The work of David Card, Joshua Angrist and Guido Imbens, who were 

awarded the Nobel Prize in Economics, is based on "natural experiments", an innovative method of empirical 

research developed in the 1990s. 

 

About Natural experiments: 

 Natural experiments are real-life 

situations that economists study 

and analyze to determine cause-

and-effect relationships. 

 In some ways they are similar to 

clinical trials, in which researchers 

evaluate the effectiveness of new 

drugs by separating test and control 

groups at random. 

 "We are replicating something that 

could be done in a laboratory," says 

Julien Pinter, a researcher at the 

University of Minho in Portugal and 

an economist at BSI Economics.   

 But doing something in the controlled 

conditions of a laboratory and doing it out in 

the world are two very different things. 

 Natural experiments differ from therapeutic 

trials in that -- unlike scientists in the lab -- 

economists do not control the parameters of the 

experiment. 

 The scope of these studies is vast: in the cases 

of the Nobel winners, they covered education, 

the labour market and immigration. 

Challenging preconceptions: 

34. NATURAL EXPERIMENTS: NOBEL PRIZE ECONOMICS 
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 For example, Canadian David Card and his American colleague, the late Alan Krueger, who died in 2019, 

studied the relationship between the minimum wage and employment in the early 1990s. 

 They compared the labour markets on both sides of the border between the US states of New Jersey, where 

the minimum wage had been increased, and Pennsylvania, where it had not. 

 Their research showed that, in that context, the minimum wage increase had no downward effect on the 

number of employees. 

 That finding went against the prevailing theory at the time, which assumed that an increase in the 

minimum wage would destroy jobs as it would make it more expensive for companies to do business. 

 More school, more income: 

 Card also studied the relationship between immigration and the labour market using another case study: 

the 1980 settlement of tens of thousands of Cubans in Miami, Florida, who had been allowed to leave the 

island by President Fidel Castro. 

 The economist's work showed that this wave of new arrivals did not have a negative impact on employment. 

 Also collaborating with the late Alan Krueger, American-Israeli Joshua Angrist looked at the link between 

education and income. 

 He compared the time spent in the education system by people born in the same year according to their 

month of birth. 

 Those born at the beginning of the year -- who therefore had the opportunity to leave school a little earlier -- 

had on average a shorter education than those born later in the year. 

 They also had lower wages. 

 This allowed Angrist to determine that higher levels of education generally led to higher wages. 

 Dutch-American Guido Imbens subsequently worked with Angrist to refine the interpretation of those 

results. 

Indian context: 

 The methodology dates back to the early and mid-90s and they have already had a tremendous influence on 

the research undertaken in several developing countries such as India. 

 For instance, in India, too, it is commonly held that higher minimum wages will be counterproductive for 

workers. 

 It is noteworthy that last year, in the wake of the Covid-induced lockdowns, several states, including UP, 

had summarily suspended several labour laws. 

 This included the ones regulating minimum wages, arguing that such a move will boost employment. 

 The main learning is that minimum wages can be increased in India without worrying about reducing 

employment. 

 

 

 

 

 

 

35. PRADHAN MANTRI KRISHI SINCHAYEE 
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About the Scheme: 

 Pradhan Mantri Krishi Sinchayee Yojana (PMKSY) was approved by the Cabinet Committee on 

Economic Affairs (CCEA), on 15 July 2015, with the motto of "Har Khet Ko Pani". 

 PMKSY not only focuses on creating sources for assured irrigation, but also creating protective irrigation by 

harnessing rainwater at micro level through "Jal Sanchay" and "Jal Sinchan." Micro irrigation is also 

incentivized through subsidies to ensure "Per drop - More crop." 

 It is being implemented to expand cultivated areas with assured irrigation, reduce wastage of water and 

improve water use efficiency.  

Objectives of the Scheme: 

 Enhance the physical access of water on the farm and expand cultivable area under assured irrigation 

(Har Khet Ko Pani). 

 Integration of water source, distribution and its efficient use, to make best use of water through 

appropriate technologies and practices.  

 Improve on farm water use efficiency to reduce wastage and increase availability both in duration and 

extent.  

 Enhance recharge of aquifers and introduce sustainable water conservation practices. 

 Ensure the integrated development of rain-fed areas using the watershed approach towards soil and 

water conservation, regeneration of groundwater, arresting runoff, providing livelihood options and 

other Natural Resource Management (NRM) activities.  

 Promote extension activities relating to water harvesting, water management and crop alignment for 

farmers and grassroots level field functionaries. 

 Explore the feasibility of reusing treated municipal wastewater for peri-urban agriculture.  

 Attract greater private investments in irrigation.  

PMKSY has the following programme components: 

 Accelerated Irrigation Benefit Programme (AIBP), Har Khet ko Paani (HKKP) and Watershed 

Development components have been approved for continuation during 2021-26.  

 Accelerated Irrigation Benefit Programme (AIBP) Accelerated Irrigation Benefit Programme is a 

flagship programme of Government of India which aims to provide financial support to irrigation projects.  

 Har Khet Ko Paani Har Khet Ko Pani (HKKP) focuses on Effective management of runoff water and 

improved soil & moisture conservation activities such as ridge area treatment, drainage line treatment, rain 

water harvesting, in-situ moisture conservation and other allied activities on watershed basis. 

  Per Drop - More Crop (Micro Irrigation) “Per Drop - More Crop”, an integral component of PMKSY, 

focuses on maximizing water use efficiency at the farm level. Major activities under Per Drop - More Crop 

can be categorized into “Micro Irrigation” including Drip, Sprinkler, Micro Sprinklers etc and 

“Supplementary Water Management Activities (SWMA)/ Other interventions”.  

Progress mapped: 

Component-wise details of projects sanctioned, underway, and completed under PMKSY since 2018, State/UT-wise, 

are given below: 

 PMKSY-AIBP with pari passu implementation of  CADWM: 

During 2016-17, ninety-nine (99) on-going Major/Medium Irrigation projects have been included for financial 

assistance under Pradhan Mantri Krishi Sinchayee Yojana - Accelerated Irrigation Benefits Programme 
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(PMKSY-AIBP), along with pari- passu implementation of CADWM. Out of these, 31 projects were 

completed till 2017-18 and 15 projects have been completed since June, 2018. 

 

 PMKSY-HKKP-SMI: Under Surface Minor Irrigation (SMI) sub-component of PMKSY-HKKP, a total of 

1,321 schemes have been included since 2018-19 [Arunachal Pradesh-604, Himachal Pradesh-4, Manipur-

375, Meghalaya-68 and Nagaland-270]. Out of these schemes, 77 schemes have been reported to be 

completed since 2018-19.  

 

 PMKSY-HKKP-RRR: Under the Repair, Renovation and Restoration (RRR) sub-component of PMKSY-

HKKP, a total of 395 water bodies have been taken up since 2018-19 [Andhra Pradesh-100, Bihar-93, 

Gujarat-61 and Tamil Nadu-141]. Out of these water bodies, RRR of 100 water bodies have been reported to 

be completed since 2018-19. 

 

 PMKSY-HKKP-GW: Since 2019, 15 projects have been approved under Ground Water (GW) sub-component 

of PMKSY-HKKP in 12 States namely Assam, Arunachal Pradesh, Gujarat, Nagaland, Manipur, Mizoram, 

Tripura, Telangana, Tamil Nadu, Uttar Pradesh, Uttarakhand and West Bengal. Out of these approved 

projects, 13 are under various stages of implementation.  

 

 PMKSY-PDMC: Under PMKSY-Per Drop More Crop, an area of 32.697 lakh hectare (ha) has been covered 

under Micro Irrigation in the country through PMKSY-PDMC from 2018-19 to 2020-21. 

 

 

 

 

 

Diversification in agriculture will require adoption of farming system involving shift in cropping pattern from 

traditionally grown less remunerative crops to more remunerative crops like oilseeds, pulses, fodder crops, 

horticulture, medicinal and aromatic plants, floriculture etc. including land – based activities like livestock and 

fishery enterprises.  

The interventions for crop production and post harvest management are also technology driven thus offering 

employment opportunities in the rural as well as urban areas. 

 

Need for Diversification: 

 In order to meet the food requirements of an ever increasing population, the foodgrain production has 

to be increased with an adverse effect on the available natural resources .In this process diversification plays 

an important role in optimizing production without having any adverse effect on the natural resource base. 

It also helps in diversifying food baskets and promotes export. 

 

Environmental Issues 

36. DIVERSIFICATION OF AGRICULTURE 
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 Due to Green Revolution the net irrigated area increased which led to excessive exploitation of underground 

water, depletion of soil health, heavy use of pesticides and fertilisers. Hence there is urgent need to take a 

fresh look and evolve new strategies that are diamond driven, cost effective, eco friendly, resource-efficient 

and focused like 

o Diary and animal husbandry 

o Horticulture( vegetable and fruits)-forestry 

o Alternative cropping systems involving oilseeds and pulses 

o Resource-efficiency improvement 

o Soil health amelioration 

 

Food and Household Nutrition Security: 

 With increasing standard of living, the need for horticulture produce will further increase. Although the 

nation has the surplus foodgrain stock, yet the same has not been translated into household food and 

nutritional security. Example: The availability of pulses, the source of protein to the huge vegetarian mass of 

the country, is only 30 grams/day/capita against the recommended intake of 75 grams/day/capita, a deficit of 

49 grams. 

 

Sustainability issues: 

 Mono-cropping or the most widely adopted cropping system practiced by farmers continuously for a long 

time have resulted into various disadvantages besides deteriorating soil fertility and declining trend in crop 

yields.  

 These have endangered the basic fabric of sustainability in some of the most productive zones of the country. 

Hence diversification through pulses (pulse crops can fix large amount of nitrogen in soil) will not only 

replenish the soil health but also economized upon input use favoring for lowering the cost of production. 

Constraints in Diversification of agriculture: 

 Lack of Rural Infrastructure: Most of agriculture produce is perishable in nature. Easy access to the 

market and rapid disposal is the key to the success of diversification of agriculture. A large number of 

villages are still not well connected with roads. Therefore, transport and market accessibility is one of the 

major hurdles in diversification. 

 Lack of appropriate technology: Indian farmers have been practicing a mixed farming system. If the 

farmers have to move from subsistence farming to an enterprise of profit, appropriate technologies for 

diversification would be required to be put in place. For example rice+ fish cultivation is recommended for 

states where water is available in abundant quantities. But location specific technology with respect to 

availability of fingerlings and other basic technologies related with respect to availability of fingerlings and 

other basic technologies related to rice fish cultivation are not readily available. 

 Socio-Economic Constraints: Size of holding, availability of farm labour, level of literacy and above all 

the information as to what would be the impact of diversification is not very clearly known to the farmers. 

 

Types of Non-farm Employment in Rural Areas: 

Animal Husbandry 

o It means breeding, rearing and caring of farm animals-also called “Livestock farming”. 

o Meat, Eggs, Wool and other by-products are a source of income for farmers. 

o Provides livelihood to over 70 million small and marginal farmers. 

o Major source of women employment. 

o It provides increased stability in income, food security, transport etc. 
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Dairying  

o It is the business of producing, storing and distributing milk and its product. 

o It includes breeding and rising of dairy animals like: Goat, Buffalo and Sheep etc for production of 

milk. 

o Operation Flood marks a turning point in the history of dairy farming in India-switchover from 

the traditional system of marketing and production of milk to a modern new system of organised 

dairies. 

 

Fisheries 

o It involves catching and selling of fish, prawns and other aquatic animals. 

o It has emerged as an important source of livelihood in the states of Kerala, Maharashtra, Gujarat 

and Tamil Nadu. 

o Around 60% of workforce in exports and 40% in internal marketing are women. 

o It contributes about 1.4% to India’s GDP. 

o Fisheries are also important form the angle of improving nutritional standards of a majority of the 

people. It is also an important source of foreign exchange. 

 

Horticulture 

o It involves cultivation of fruits, vegetables, flower etc. 

o India is world leader in producing a variety of fruits like: Mango, Banana etc. 

o It generates employment for 19% of India’s total labour force. 

 

Beekeeping 

o Beekeeping is an agro-based activity which is being undertaken by farmers/landless labourers in 

rural areas as an integrated farming practice. 

o Beekeeping supplements income & employment generation and nutritional intake of rural 

populations. 

o Though the honeybees are best known for the honey they produce, their economic role in nature is to 

pollinate hundreds and thousands of flowering plants and assure setting of seed or fruit.  

o Honeybees have been offering services to the society through ensured pollination in cross-pollinated 

crops as well as by providing honey and a variety of beehive products. 

o Honey Bees have a vital role in sustaining plants' bio-diversity resulting in environmental stability.  

 

 

 

 Healthcare is one of the major sectors in the country both in terms of revenue and employment. 

 This scheme aims to accelerate health system preparedness for immediate responsiveness for early 

prevention, detection and management, with the focus on health infrastructure development including for 

Pediatric Care and with measurable outcomes. 

 Under the India COVID-19 Emergency Response and Health Systems Preparedness Package 

(COVID Package), States/UTs have been provided financial support, besides the supply of essential 

37. INDIA’S HEALTH RESPONSE TO COVID19 
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materials such as PPEs, N95 masks, ventilators, etc from the Ministry of Health and Family Welfare 

(MoHFW). 

 The COVID-19 pandemic is an opportunity to invest in the public health infrastructure of India, an area of 

systemic neglect over the past few decades. 

Various Steps taken by GOI to curb COVID-19 Pandemic: 

 Support would be provided to Central Hospitals, AIIMS, and other Institutions of National Importance for 

repurposing beds for COVID management. 

 National Centre for Disease Control (NCDC) would be strengthened by providing Genome Sequencing 

machines 

 Support would be provided for implementation of Hospital Management Information System (HMIS)in all 

the District Hospitals of the Country 

 Support would also be provided for expanding the National Architecture of eSanjeevani Tele-consultation 

platform to provide up to 5 lakhs tele-consultations per day from the present 50.000 Tele-consultations per 

day. 

  to fast-track the availability of Medical Oxygen in rural and peri-urban areas, it is planned to provide 1 lakh 

Oxygen Concentrators to the CHCs, PHCs and SHCs including HWCs in the country so as to bring medical 

management closer to people and ensure the availability of critical resource of Oxygen closer to the public 

 Several measures have been undertaken by the government for the early detection of cases including 

thermal screening at the international airports, major and minor seaports and land crossings 

 The Integrated Disease Surveillance Programme (IDSP) based at the National Centre for Disease Control 

(NCDC), Delhi, has been conducting entry screening for all passengers arriving from other countries and has 

augmented community surveillance for severe acute respiratory illnesses. 

 A 24×7 call centre has been operational at the NCDC from an early stage of COVID-19 outbreak which 

provides information and guidance about testing facilities and their location, sample collection facilities, as 

well as other aspects of the pandemic.  

 The general public is advised to avoid travel to affected countries and visas of foreign nationals travelling 

from affected countries have been cancelled. The government has organised daily briefings for the media 

with updates on the novel CoV situation as it is evolving in the country. 

 The India Epidemic Intelligence Service or India EIS programme run by the NCDC, in collaboration with 

the US Centres for Disease Control and Prevention (CDC), supported the COVID-19 response. 

Conclusion: 

 India stands at a critical juncture. Although COVID-19 is exacting a significant health and economic impact 

on the country, it offers an opportunity to rethink India’s approach to public health. 

 Nongovernmental organisations and civil society have been largely missing from the response to the 

pandemic and should be involved in helping mitigate the continued effects of the lockdown and enabling 

access to health care. 

 The response to the pandemic offers an opportunity to bring about structural changes in India’s health 

policy, see greater technology deepening in the healthcare sector with a focus on healthcare equipment, 

reduce India’s dependence on imports of medical devices, and aid in India’s economic recovery. 
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About India’s Energy Sector: 

 India is the 4th largest consumer of energy after the USA, China, and Russia, but it is not endowed with 

abundant energy resources. 

  It must, therefore, meet its development needs by using all available domestic resources of coal, uranium, 

oil, hydro, and other renewable resources. 

  Meeting energy needs of achieving 8% economic growth, while also meeting energy requirements of the 

population at affordable prices, therefore, presents a major challenge.  

 It calls for a sustained effort at increasing energy efficiency, while increasing domestic production as much 

as possible.  

 India is the world's fifth-largest electricity producer, with Maharashtra leading the way among Indian states 

in terms of energy generation. 

38. ENERGY SECTOR, CLEAN ENERGY & ENERGY 

EFFICIENCY 

https://momentumias.com/


 

https://momentumias.com Page 72 
 

Energy Security: Concerns and Reforms: 

 The energy and the electricity sector arguably present the most critical infrastructure bottleneck, indeed 

supply-side constraint, facing the Indian economy. Standard solutions to the problem have revolved around 

deregulation and private participation in fuel exploration, power generation and distribution, coupled with 

efficiency improvements in public utilities. But such technocratic assessments simplify the issue and do little 

to meaningfully address the problem. 

 Any serious attempt to reform the energy sector has to revolve around four objectives  

o increasing fuel availability by narrowing demand-supply gap;  

o addressing energy pricing through periodic tariff revision, 

o reforming free and unmetered agriculture supply etc.; 

o  bringing policy reforms; and 

o  ensuring power sector reforms such as reducing distribution losses etc 

 India has a massive hydropower potential of 148 GW, but only 42 GW has been realized so far. 

Clean energy/Renewable energy: 

 In recent years, renewable energy is globally established as the mainstream energy source. It is an energy 

that is generated from the renewable sources – the ones that can be replenished quickly on par with human 

demand. 

 The examples of renewable energy sources include solar energy, wind energy, tidal energy, etc. These 

sources, if used to produce energy, can reduce the amount of carbon emitted into the atmosphere. 

Challenges in Clean Energy 

 High initial cost: While the coal-based power plants require an initial investment of about Rs. 4 crores per 

MW, the investments for solar and wind energy are far higher. The wind-based power plant with capacity 

utilization of 25% requires Rs. 6 crores per MW. Thus due to the high cost, many opt for investment in coal-

based power plants. 

 Weather-dependent: Renewable energy sources like solar, wind, tide, etc., are dependent on weather 

conditions. If the favorable weather conditions are not available, it becomes inefficient and infeasible. 

 Location: Most renewable energy plants occupy large areas of space. This brings in the issue of the cost of 

the vast land area and other issues related to land acquisition. 

 Drawbacks of wind energy technology: The turbines have caused noise pollution and are also killing 

birds while functioning. 

 Consequences of Hydropower plants: The dams destroy the habitat of the aquatic organisms and also 

hinder their migration pattern.  

 Integration with the Main Grid:  is the area India needs to focus upon. To improve the uptake of 

renewable, storage and battery solutions are required in huge quantities. 

 24*7 Power Supply: (Sustainable + 24-hour power supply) + storage system = Huge challenge. 

 Agricultural Sector: High amount of power is consumed in the agricultural sector. Hence, the challenge is 

to provide enough power and energy to each household and also to the agricultural sector. 

What is Energy Efficiency? 

 Energy efficiency means using less energy to provide the same service. 

 For example, a compact fluorescent bulb is more efficient than a traditional incandescent bulb as it uses 

much less electrical energy to produce the same amount of light. 
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India and Energy Efficiency: 

 India’s energy intensity (it is a measure of the energy inefficiency of an economy) has declined during the 

last decade. China’s energy intensity is roughly 1.5 times that of India. 

 Cities and urban settings have increased energy efficiency and reduced the cost of electricity use 

per output level because of denser customer bases and more efficient plant sizes for local energy producers. 

 However, large industrial enterprises in India are moving away from cities and opening plants in rural areas 

to remain competitive. Observed analysis of manufacturing enterprises in India shows that average 

electricity consumption is much higher in rural regions compared to urban regions. 

 Developed states in India have improved energy efficiency. But electricity usage per unit of output is 

twice the level in lagging states compared to leading states. 

 

 

 

 

What does Capital Account Convertibility mean? 

 Convertibility refers to the ability to convert domestic currency into foreign currencies and vice-versa to make 

payments for balance of payments transactions. 

 Thus, CAC is the ability or freedom to convert domestic currency for capital account transactions. 

 Capital account liberalization is the process of removing impediments to inflows of capital, or allowing domestic 

investors to invest more freely in foreign assets. 

 A full CAC allows local currency to be exchanged for foreign currency without any restriction on the amount. 

Advantages of Capital account Convertibility: 

 Improved access to international financial markets makes substantial money more accessible. 

 Lowering the cost of capital. 

 The financial incentive for Indians to buy and hold foreign equities and assets. 

 Greater financial competitiveness. 

 Will assist Indian corporations in obtaining external commercial borrowing without the approval of the RBI or 

the government. 

 Foreign currency-denominated deposits can be held and transacted by Indian residents with Indian banks. 

 A certain number of financial institutions and, later, non-bank financial companies (NBFCs) have access to the 

global financial market. 

 Gold may be traded globally and loans can be issued by banks and financial entities. 

Disadvantages of Capital account 

Convertibility: 

 When market currency rates are greater than 

government fixed exchange rates, import prices rise and 

Cost-push inflation occurs. 

India’s regulation over CAC: 

 India has opened up its capital account 

since the early 1990s and presently there 

exists partial capital account convertibility 

in India. 

 Several committees recommended a 

pathway towards fuller CAC like Tarapore 

Committee. 

 

39. CAPITA ACCOUNT CONVERTIBIITY 
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 Improper CAC management can result in currency depreciation, which can disrupt trade and capital flows. 

 According to studies, the benefits are fleeting, and international financial institutions are wary of CAC following 

the 2008 financial disaster. 

 Speculative activity, like in the case of various South East Asian countries in 1997-98, might result in capital 

flight from the country. 

 Once CAC is implemented, imposing control in a worldwide setting will become difficult. 

Conclusion: 

 India has come a long way in achieving increasing levels of convertibility on the capital account. It has 

achieved the desired outcome for the policy choices, in terms of achieving a stable composition of foreign 

capital inflow.  
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