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GS III 

Topic: Indian economy – growth 

Q) One of the key things about the Indian economy in the past two years has been a relatively 

stable rupee. Is stable and appreciating rupee good for economy? Does India need weaker 

exchange rate? Examine. (200 Words) 

Livemint 

No stable and appreciating rupee are not good for economy:- 

 Stable rupee comes at an economic cost-the relative appreciation in the rupee's real 

value.  

 Competitiveness is affected: 

 As other countries currencies have fallen due to slowing economic growth or 

loose monetary policies, they remain reasonably competitive.  

 In India’s case, however, the rupee has become stronger, impacting its overall 

global competitiveness. 

 Further depreciation would benefit: 

o Many economists consider the ‘fair’ value of the rupee at around 72-73 against 

the dollar, which means the rupee is ‘overvalued’ by 6-8%. 

o While this further depreciation in the rupee to 80 per dollar may sound 

alarming, it will actually benefit the economy 

o As rupee becomes stronger, India’s import dependency will increase, putting 

stress on local manufacturing which is already visible in the steel and 

chemicals sector.  

o Even in the agricultural sector, the overvaluation of the rupee is hurting farm 

incomes. This can be seen in the case of wheat, where the government had to 

resort to import duties as domestic prices had become uncompetitive.  

 A sharp fall in the currencies of Argentina, Brazil, Russia and Europe has 

helped these countries in pushing exports of agricultural commodities at 

far cheaper rates than India can produce locally. 

o Also, a falling rupee will give some protection to local manufacturing both for 

India’s consumption and some degree of export competitiveness. 

 Trade barriers problem: 

o The world is increasingly moving towards reduction in trade barriers. India is 

considered to have the highest tariff barriers already 

o Increasingly, India’s ability to use tariffs as a way of equalizing the appreciating 

rupee will have limited scope.  

http://www.insightsonindia.com/2016/06/10/8-one-key-things-indian-economy-past-two-years-relatively-stable-rupee-stable-appreciating-rupee-good-economy-india-need-weaker-exchange-rate-exa/
http://www.insightsonindia.com/2016/06/10/8-one-key-things-indian-economy-past-two-years-relatively-stable-rupee-stable-appreciating-rupee-good-economy-india-need-weaker-exchange-rate-exa/
http://www.insightsonindia.com/2016/06/10/8-one-key-things-indian-economy-past-two-years-relatively-stable-rupee-stable-appreciating-rupee-good-economy-india-need-weaker-exchange-rate-exa/
http://www.livemint.com/Opinion/Yd6BOR2JYjMVA2zATmHyGM/India-needs-a-weaker-exchange-rate.html
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o A weaker rupee will have the same impact as import tariffs without upsetting 

India’s World Trade Organization commitments. Therefore, India should move 

from using tariff to using currency as a key equalization tool. 

 Structural costs: 

o Improvement in competitiveness will come over the next few years as 

government initiatives on ease of doing business, Skill India and Digital India 

take shape but in the meantime, to offset these structural costs, India needs a 

weaker rupee. 

o In a world of overcapacity and weak demand, a strong currency is not a matter 

of pride, but a source of concern. 

 A falling rupee offers a triple action since it is equivalent to cutting interest rates, 

extending import tariffs and providing an export incentive 

Yes stable and appreciating rupee is good: 

 A falling rupee will put pressure on inflation. 

  There will also be stress among corporates who have borrowed in foreign currency 

and not hedged as they will be hit hard. 

 In India, a weak rupee has traditionally been viewed as a sign of political weakness.  

 Since 2014 the rupee continued to strengthen because of a huge inflow of foreign 

institutional investment.  

Yes India needs a weaker exchange rate: 

 Already has many structural problems: 

o Exports of goods and services are now crucial for India’s growth, accounting for 

25% of India’s GDP in 2013.  

o Exporters face challenges that many of their competitors based in other Asian 

countries don’t, from terrible infrastructure, to red tape, to an inordinately 

complex tax regime. They can ill afford the burden of a strong exchange rate, 

too.  

 India’s export elasticity is widely acknowledged a fall in the exchange rate does 

boost exports, both in goods and particularly in services like information 

technology.  

 While imports will also become more expensive, low oil prices should continue to 

cushion the blow. Also, a weaker currency will make the import of gold more 

expensive and should deter Indians from spending more on what’s essentially an 

unproductive asset.  

No India does not need a weaker exchange rate: 
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 India never adopted an export-oriented economic strategy, so had little incentive to 

maintain a weak currency. 

  As India’s dependence on imports, particularly oil, increased, a stronger exchange 

rate also helped to contain inflationary pressures.  

 On the other hand, steep devaluation of the currency is associated with two episodes 

of national humiliation—the balance of payments crises that struck in the mid-1960s 

and again in the early 1990s. 

Q) What do you understand by inflation targeting (IT)? It is argued that bringing changes in 

monetary policy transmission, through financial market reforms will reform inflation 

targeting. Discuss why. (200 Words) 

Livemint 
Inflation targeting(IT) is the monetary policy strategy be central bank(say RBI) to manage 
the prices of commodities in economy within a range( 4% -+2 ) or a certain level with help 
of tools like interest rate change. This policy is designed to ensure price stability. 

The monetary policy reform of RBI to solely target inflation can be successful if, there is a 
reform in financial market, as monetary policy affect the economy growth in following way 

1. Interest rate decided by RBI for IT purpose will affect entire economy as costlier 
loans for investment and consumption purpose. 

2. Bond market will be also affected proportionately 

3. Interest rate will affect the exchange rate of currency through impact on debt inflow 
and outflow. 

Hence, to make MPT successful, there is need to bring reform in financial sectors. Some of 
reform are as follows- 

1. Banking Sector- More banking license to new banks as well as diversification of 
banks and more competition among public sector and private sector banks. It will 
help to pass the interest rate decided by RBI to final customer. 

2. Bond Market reform- In India, bond market is not well developed, Most of 
investment is done through banking means and tight monetary policy burdened 
banks, hence bond-currency-derivatives nexus are needed to develop. 

3. Currency exchange rate- RBI through it's market interventions affect the exchange 
rate. And, it seems that, RBI needs to manage the inflation as well as prevent rupee 
from depreciation. It hinders the capital flow in economy and make the monetary 
policy ineffective. 

http://www.insightsonindia.com/2016/06/29/6-understand-inflation-targeting-argued-bringing-changes-monetary-policy-transmission-financial-market-reforms-will-reform-inflation-targeting-discuss/
http://www.insightsonindia.com/2016/06/29/6-understand-inflation-targeting-argued-bringing-changes-monetary-policy-transmission-financial-market-reforms-will-reform-inflation-targeting-discuss/
http://www.insightsonindia.com/2016/06/29/6-understand-inflation-targeting-argued-bringing-changes-monetary-policy-transmission-financial-market-reforms-will-reform-inflation-targeting-discuss/
http://www.livemint.com/Opinion/EOQE5wECLr2EC5uNxlOjrI/Inflation-targeting-A-long-way-to-go.html
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Financial market reform, will save the RBI from burden to ensure economic growth, which 
is affected by interest rate manipulation. However, financial sector reform must be 
accompanied with some other structural reform like economic growth and fiscal policy 
reform too. 
 

Topic:   Government Budgeting.  

Q) Recently the NITI Aayog has argued that the convention of presenting a separate railway 

budget every year be done away with. What’s the rationale behind this argument? Do you 

support? Comment. (200 Words) 

The Indian Express 

Background: 

 According to NITI Aayog Railways is the only ministry with a budget of its own and 

had failed to be of use to the sector and had become a mechanism to announce 

popular measures. 

 Railway budget is considered as a colonial hangover . 

Yes the arguements are right: 

 The Railway Budget became a mechanism to announce popular measures, new 

trains, new routes, new rolling-stock manufacturing factories etc., with no 

concomitant focus on addressing Railways’ structural requirements, implementation 

of the ‘grand’ announcements, or funding needs. 

 Bringing railways in the budget fold is good because even though Indian Railways is 

a state monopoly it faces increasingly tough competition from roads and civil 

aviation. 

o  In fact, the railways has been losing traffic share, especially to the roads. 

Basically, the government needs to be more fleet footed in the way it runs the 

railways, instead of focusing excessively on the spectacle of a separate budget. 

 Failure to address the "problem of under-investment": 

o The panel pointed out that as per the Railway Act of 1989, the Centre can 

change tariffs without involving the Parliament and that Railways’ 

performance was included in the General Budget 

 Perhaps because Rail finances are not as big as they used to be in 1924, when they 

were separate and now, in fact, it’s smaller than the Defence Budget. 

 Sources said that the proposed move was aimed at bringing more reforms to the 

sector by making Railways more “agile and efficient”. 

http://www.insightsonindia.com/2016/06/23/8-recently-niti-aayog-argued-convention-presenting-separate-railway-budget-every-year-done-away-whats-rationale-behind-argument-support-comment/
http://www.insightsonindia.com/2016/06/23/8-recently-niti-aayog-argued-convention-presenting-separate-railway-budget-every-year-done-away-whats-rationale-behind-argument-support-comment/
http://www.insightsonindia.com/2016/06/23/8-recently-niti-aayog-argued-convention-presenting-separate-railway-budget-every-year-done-away-whats-rationale-behind-argument-support-comment/
http://indianexpress.com/article/opinion/editorials/rail-budget-suresh-prabhu-indian-railways-niti-aayog-irctc-2869915/
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No, Railway budget should not be scrapped: 

 This year Railway budget did not make any changes either in passenger fares or 

freight rates.  

o It had also announced the introduction of three new super-fast trains and 

creation of dedicated north-south, east-west and east coast freight corridors 

by 2019. 

 The Railway Minister’s political stature may diminish and that the ministry would 

probably lose its primacy of place in government. 

 Just by removing rail budget the following problems which are main issues for 

commercialisation of railways are not going to fade away: 

o The Railway unions entrenched in a corrupt relationship with bureaucrats, 

will never allow reducing the staff cost . 

o The bureaucracy which has made Railways their own empire with absolute 

freedom from accountability will not allow any change in the status quo.   

 There is nothing to show that customer service  would improve if it became a part 

of the Government.  

o If the budgets are merged, Railways would move further into the Government 

instead of moving further away from its control. 

 Only one out of 99 new lines sanctioned in the last ten years has been completed. 

This kind of shocking revelation will never be made about Railways in the General 

Budget.  

 Railways carries 822 crore passengers in a year ( 2014-15). Because its decisions 

affect the people, there are expectations and curiosity  about the budget. 

o  It is certainly an engine of economic growth. Railway’s annual revenue is 

projected to be Rs 1, 84, 820 crore. Only, U.P., A.P. and Maharashtra have 

higher budgets. It needs special attention. 

What needs to be done ? 

 First let the zones become corporations. Let manufacturing units compete with the 

private players in those sectors. Let them follow the standard commercial 

accounting practices. Let them lure investments. Then only scrapping railway budget 

makes sense. 

 separation of Railway employees and its members from the Railway Board, and a 

complete overhaul of the Board by bringing in experts. 
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Topic: Resource mobilization 

Q) What is Google Tax? Why is it levied? How will it affect companies? Examine. (200 Words) 

Livemint 
Background :- 

 In the Recent budget speech, the introduction of an equalization levy of 6% for any 

payment that exceeds Rs.1 lakh a year from an Indian company to a non-resident for 

providing online advertisement services was announced. 

 The equalization levy was one of the measures suggested by the Organization for 

Economic Cooperation and Development (OECD) as part of the global base erosion 

and profit-shifting initiatives. But India became the first country to adopt this levy 

to tax the digital economy. 

  The Indian media is calling it the "Google Tax”. 

 The Indian government’s decision comes in the wake of ‘Operation Tulip’ by which 

French authorities investigated and indicted Alphabet, the parent company of search 

giant Google for evading back taxes of 1.6 billion Euros (US$1.8 billion). 

Why is it levied ? 

 This tax is targeted towards online companies such as Google or Facebook, which 

provide monetised services in various countries, but route their profits through tax 

havens, thus avoiding legitimate taxes on their revenue. 

 These global online firms do not pay any tax in India, even though they earn 

considerable revenue from this market. To correct this, the Indian government 

brought in this 6% levy in this year’s budget. 

 The move was aimed at indirectly taxing global Internet firms who make money from 

Indian advertisers but don’t fall under the purview of taxation because they are not 

registered in the country. For instance, a foreign entity of social media giant 

Facebook collects revenues from Indian clients. 

 So, while this additional charge will be borne by Indian-registered entities of global 

firms, in cases where an Indian arm does not exist, the levy will be paid by the clients 

or users buying ads. 

How does it affect the companies ? 

 Unlike a tax, the equalization levy will not get offset against anything and, hence, will 

be a direct hit on the companies profits.  

 Hit ecommerce adversely: 

http://www.insightsonindia.com/2016/06/01/8-google-tax-levied-will-affect-companies-examine/
http://www.livemint.com/Companies/kZUjJGnShlBEds67NV7ZkN/Indias-Google-tax-may-raise-costs-for-Indian-units-of-globa.html
https://www.theguardian.com/technology/2016/jan/22/google-agrees-to-pay-hmrc-130m-in-back-taxes
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o While the levy has been initially restricted to payments for online 

advertisements, the government may expand its scope to cover more services 

such as downloading of songs, movies and books, online consumption of news, 

software downloads and online sale of goods and services in the coming years 

 Foreign entities that aren’t registered in India will now have to pay the levy. It may 

force some companies to weigh the pros and cons of setting up shop in India.  

 It will be a definite cost for Indian companies as ultimately the cost will be pushed 

down to the Indian company. The onus of compliance and payment of the tax is on 

the Indian company which is making the payment 

 The online firms cannot seek tax credit in their home country for this tax paid in 

India 

 Customers: 

o When it comes to Google and Facebook, Indian merchants don't really have 

homegrown alternatives. So the levy will simply get passed on to customers. 

o it is felt that the Google and the Amazon are simply more likely to increase the 

price of their products or services to recoup the taxed amount. 

 The trouble is that trying to tax foreigners could open up new quarrels, when New 

Delhi is struggling to settle long-pending disputes with the likes of Vodafone. 

o  After all, if India gives itself the right to tax Google, then nothing stops 

Vodafone from arguing that India should collect a $2.1 billion capital-gains levy 

from Hong Kong billionaire Li Ka-shing instead of the U.K. telecom company. 

 Startups: 

o The total burden to SMEs and tech start-ups on account of Equalization Levy 

would be an additional burden of Rs 429 crores, a massive hike of nearly 50%. 

This is raise the cost of operations substantially. 

o there are no viable alternatives to their dependence on online resources. More 

established companies, on the other hand, always have the option of 

depending on other legacy channels for promotions and operations. 

Benefits :- 

 The equalization levy is meant to level the playing field between Indian entities and 

foreign entities because earlier Indian firms were liable to pay tax, whereas the 

foreign firms weren’t 

 The Indian government has deliberately introduced the levy as part of the finance bill 

and not the Income Tax Act to ensure that the double taxation avoidance 

agreements that India has with other countries is not violated. 
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 some commentators have deemed this to be a positive move to tax companies 

accused of tax evasion in various countries,   

Q) “India Posts Payment Bank will be a game changer for rural and suburban India.” Do you 

agree? Comment. (200 Words) 

Livemint 

Yes: 

 Demand for partnership with it: 

 Banks, insurance firms and asset management companies are approaching it 

with offers of equity partnerships, joint ventures or other mutually beneficial 

arrangements. 

 Extensive coverage: 

 It will have a network of more than 150,000 branches, of which almost 

1,40,000 are in India’s rural hinterland. 

 The potential that IPPB has is in terms of its connectivity and reach.. India Post 

has a vast infrastructure already in place and a very good rural network.  

 They also have a network of temporary post offices basically one-person post 

offices that take care of the last-mile connectivity in rural areas 

 Shield from the risks the conventional banks face: 

o Like other payments banks, IPPB will target financially excluded customers 

such as migrant workers, low-income households and tiny businesses. It will 

not lend money and, as a result, will be shielded from the risks that 

conventional banks are exposed to. 

 Trust on India post: 

o  India Post already accepts money from customers as part of its post office 

bank accounts and long-term deposit schemes such as National Savings 

Certificate. 

o  Its money order service is widely used by migrant workers to remit money 

back home. 

o It will also not have to gain trust of customers like its competitors, especially in 

the rural areas, as the local postman is still an integral part of the day-to-day 

lives of the rural populace. 

 Can even be a stiff competition for SBI: 

o It also already offers insurance products.  

o Backed by its existing outlets across the country and a gigantic depositor base 

already in various post bank schemes. Post Bank can offer a stiff competition 

to State Bank of India and other public sector banks in the deposit market. 

https://www.theguardian.com/technology/2016/jan/22/google-agrees-to-pay-hmrc-130m-in-back-taxes
https://www.theguardian.com/technology/2016/jan/22/google-agrees-to-pay-hmrc-130m-in-back-taxes
http://www.insightsonindia.com/2016/06/04/6-india-posts-payment-bank-will-game-changer-rural-suburban-india-agree-comment/
http://www.insightsonindia.com/2016/06/04/6-india-posts-payment-bank-will-game-changer-rural-suburban-india-agree-comment/
http://www.livemint.com/Industry/pFNOozznY7AYfwiSydzy8O/India-Post-Payments-Bank-A-gamechanger-for-financial-servi.html
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 Increase financial inclusion: 

o Given the fact that India Post is present in many far-flung areas of the country, 

where even nationalised banks do not have branches, a Post Bank can change 

the way people save in these parts. 

o  Post would find it relatively easy to convince customers keep their savings 

with the new entity. 

 Once the whole network of post offices is connected with adequate technology, the 

biggest bank of India for the poor is ready. 

 

Concerns: 

 Experts feel that the RBI has created a stunted business model by which payment 

banks are supposed to shoulder the noble objective of financial inclusion without 

being able to make much money.  

 They also forgot that collecting deposits is only one half of "financial inclusion". The 

other half is lending to those who do not have access to formal credit. But payment 

banks cannot lend.  

 The limited scope of business activity, is proving to be the biggest deterrent.  

 Competition: 

o Those who have backed out have cited competitive pressure on the margins as 

the main reason. Experts believe that it will take a minimum of three to five 

years to break even. 

 Strict rules :- 

o RBI’s restrictions and rules are so tough that it is difficult for a standalone 

payments bank to make money 

o These banks are required to invest 75 per cent in government securities, which 

will crimp their earnings. 

 Technological Advancements :- 

o The evolution in technology over the past ten months, after the licences were 

issued, is another reason that has forced the players to rethink their plans 

o And with the new payments solutions (Unified Payments Interface) provided 

by the National Payments Corporation of India, it is going to be extremely 

competitive. It is set to completely revolutionise digital money transfer by 

making sending money as simple as a text message 

o The margins and fee structures are going to be low, it gets difficult for these 

banks to make money 

o At the same time, competition in the digital banking space has intensified with 

banks entering the fray.  
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 With their captive customer base and deep pockets, they have an edge 

over other payments banks and digital wallet players. 

 Structure of payment banks : 

o Payments banks are not allowed to lend and they cannot  issue credit cards. 

This will limit their earning potential as their main source of income will be fee 

income and not the net interest income as in the case of  universal banks.  

o Given that  in order to woo customers, payments banks may initially have to 

offer a higher rate  compared to the 4 per cent offered by most commercial 

banks,  their net interest margins will come under pressure 

o As income channels are limited, payments banks will be under pressure to 

generate volume 
 

Topic: Employment 

Q) “Jobless growth is a multi-cause, systemic problem. Tackling each cause individually will 

backfire. A more effective solution is to develop a synergistic policy matrix.” Discuss. (200 

Words) 

Livemint 

Jobless growth has multiple causes: 

 unskilled people 

 insufficient investment 

 difficulty of doing business 

 rigidity in labour laws (difficulties in firing employees) 

 inadequate social security systems 

Why comprehensive strategy is good: 

 If the goal for skill development is skilling up young people within a few years, is 

achieved before jobs are available for these skilled persons, it will make the social 

and political problem of joblessness worse, though the skills ministry will have met 

its goal.  

 Rallying more investments before ease of doing business improves will create more 

disappointed investors.  

 more flexibility for employers before social security systems are improved will create 

social and political pressures against the reform of labour laws.  

 When the system is not considered as an integrated one, there will be many fixes 

that will backfire and prevent the generation of more jobs faster.  

http://www.insightsonindia.com/2016/06/21/4-jobless-growth-multi-cause-systemic-problem-tackling-cause-individually-will-backfire-effective-solution-develop-synergistic-policy-matrix-discuss/
http://www.insightsonindia.com/2016/06/21/4-jobless-growth-multi-cause-systemic-problem-tackling-cause-individually-will-backfire-effective-solution-develop-synergistic-policy-matrix-discuss/
http://www.insightsonindia.com/2016/06/21/4-jobless-growth-multi-cause-systemic-problem-tackling-cause-individually-will-backfire-effective-solution-develop-synergistic-policy-matrix-discuss/
http://www.livemint.com/Opinion/o4f3a5k2TmIzUFJC2aJEhM/Solving-Indias-problem-of-jobless-growth.html


  Secure Synopsis | June -2016 GS III 

©www.InsightsIAS.com  15 ©www.InsightsonIndia.com 

However conventional approach of tackling individual causes can also be effective: 

 Skill India mission has been targeting the youth for the development of their skills 

 Shifting the workforce to manufacturing can reap huge dividends : for this small and 

medium enterprises play a very significant role. With startup India government is 

encouraging youth to look towards self employment . 

 With increasing FDI and ease of doing business government is trying to get 

investment and provide huge employment opportunities  

 Similarly the indigenous programmes of make in India , digital India can create jobs 

as well 

 Also the recent move of increasing the expenditure on education is a positive move 

which can help in job and growth of he country in the long term . 

What needs to be done ? 

 First, understand the System. Diverse experts and stakeholders need to be brought 

together to brainstorm what are the forces complicating the situation 

 Then, project plausible Scenarios of the future states of the system.  

 Thereafter, Steer Synergistic Solutions. 

o potentially high-impact factors that require to be much better understood are 

examined, by consulting relevant experts and gathering data.  

o Then the interactions among these forces are examined to develop a model of 

the system.  

Q) From its erstwhile status as provider of stable and secured employment, government 

institutions and public sector firms have slipped to a situation where the terms of work are 

increasingly dismal and comparable to those prevailing in the “informal sector”. Critically 

examine why this trend is increasing and with what implications. (200 Words) 

The Indian Express 

Background: 

 The recent suicide of an employee of the Municipal Corporation of Delhi (MCD) who 
was in financial distress allegedly because of irregular and delayed payment of 
salaries in his organisation, points to the deteriorating work conditions in the 
government sector. 

Reasons why this trend is increasing : 

 Lack of funds: 
o Salaries are delayed due to the funds crunch in the public exchequer or due to 

untimely allocation of money to state/local governments.  

http://www.insightsonindia.com/2016/06/21/6-erstwhile-status-provider-stable-secured-employment-government-institutions-public-sector-firms-slipped-situation-terms-work-increasingly-dismal/
http://www.insightsonindia.com/2016/06/21/6-erstwhile-status-provider-stable-secured-employment-government-institutions-public-sector-firms-slipped-situation-terms-work-increasingly-dismal/
http://www.insightsonindia.com/2016/06/21/6-erstwhile-status-provider-stable-secured-employment-government-institutions-public-sector-firms-slipped-situation-terms-work-increasingly-dismal/
http://www.insightsonindia.com/2016/06/21/6-erstwhile-status-provider-stable-secured-employment-government-institutions-public-sector-firms-slipped-situation-terms-work-increasingly-dismal/
http://indianexpress.com/article/opinion/columns/babus-without-rights-2865394/
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 Rise in Temporary employment : 
o Vacancies arising on retirement/superannuation especially in the lower 

rungs  are either frozen or perennially kept unfilled.  
o Permanent staff are hired only for executive, managerial and professional 

positions. The logic of downsizing the workforce is going on . 

 Lack of social benefits: 
o They are not entitled to social security benefits, leave and perks available to 

the permanent employees.  
o In some cases, organisations extend the benefits of EPF and ESIC, especially 

when the tenure is relatively longer or if there is a likelihood of frequent 
renewal/extension of the contract. But, if the appointment is for a short 
duration, these benefits are not provided. 

 Outsourcing of government work: 
o there has also been large scale outsourcing of government-sector work, either 

through transferring of non-core works to service providing agencies or by 
adapting flexi-staffing arrangements. 

o Providing Annual Maintenance Contracts (AMC) to private agencies is another 
trend by which private employment is facilitated in the government. 

 Government programmes : 
o Many Centre-sponsored development programmes (NACO, ICDS, NRHM, 

MGNREGA, UIDAI) are implemented by contract employees.  
o For instance, over a lakh temporary workers are engaged with the National 

Aids Control Organisation (NACO). Some of these workers are inducted on a 
project mode, and their tenure renewed time and again.  

Implication: 

 The condition of the thousands of “temporary employees” working in various 
government departments and in quasi-government institutions and PSUs is even 
worse. 

 A study conducted by the Indian Staffing Federation reports that about 12.3 million 
(43 per cent of the workforce) workers in the government sector are in temporary 
employment.  

 In the environment of government sector employment, intermediaries play a 
major role between the principal employer and the worker. 

 In the absence of strict regulatory mechanisms, workers are subjected to 
myriad forms of exploitation that include exorbitant charges for registration 
and periodic renewal, non-issuance of appointment orders, irregularity and 
delays in payment, payment of lower wages by way of imposing undue 
deductions, demanding work for long hours and denial of minimum wages.  

 In most such cases, though the principal employer (government 
organisation) pays all the admissible payments and benefits to the 
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temporary staff, the intermediaries pocket it as there is no efficient system 
in place to check malpractices. 

 Examples: 
  It is now common to see security guards working for 12 hours, menial 

staffs being paid below minimum wages, and salaries being delayed 
for several months. 

 This has led to clear-cut “dualism” in the government sector’s workforce, where, 
along with a gradually dwindling “protected permanent employees”, a segment of 
footloose labour, characterised by dismal working conditions and employment 
benefits, is growing.  

What needs to be done ? 

 Need for arresting the trend of temporalisation of employment and regulate service 
providers/placement and flexi-staffing agencies 

Q) “India needs to generate jobs that are formal and productive, provide bang-for-buck in 

terms of jobs created relative to investment, have the potential for broader social 

transformation, and can generate exports and growth.” In your opinion, which sector meets 

all these criteria to make it an excellent vehicle for an employment creation strategy? 

Discuss. (200 Words) 

The Indian Express 

Apparel sector :- 

 The apparel (or garment) sector meets all these criteria, making it an excellent 

vehicle for an employment creation strategy.  

 Nearly every successful economic growth take-off in post-war history in East Asia has 

been associated with rapid expansion in apparel exports in the early stages.  

 During their growth booms that averaged between 7 and 10 per cent growth, 

countries registered apparel export growth in excess of 20 per cent per year, 

sometimes closer to 50 per cent. 

 Because of high labour intensity involved  it has the greatest potential for 

employment growth. 

o According to World Bank employment elasticities,rapid export growth could 

generate about half a million additional direct jobs every year. 

 From a social transformation perspective, apparel generate large number of jobs for 

women, substantially more than in any other sector.  

o In Bangladesh, female education, total fertility rates, and women’s labour 

force participation moved positively due to the expansion of the apparel 

sector.  

http://www.insightsonindia.com/2016/06/23/7-india-needs-generate-jobs-formal-productive-provide-bang-buck-terms-jobs-created-relative-investment-potential-broader-social-transformation-can-ge/
http://www.insightsonindia.com/2016/06/23/7-india-needs-generate-jobs-formal-productive-provide-bang-buck-terms-jobs-created-relative-investment-potential-broader-social-transformation-can-ge/
http://www.insightsonindia.com/2016/06/23/7-india-needs-generate-jobs-formal-productive-provide-bang-buck-terms-jobs-created-relative-investment-potential-broader-social-transformation-can-ge/
http://www.insightsonindia.com/2016/06/23/7-india-needs-generate-jobs-formal-productive-provide-bang-buck-terms-jobs-created-relative-investment-potential-broader-social-transformation-can-ge/
http://www.insightsonindia.com/2016/06/23/7-india-needs-generate-jobs-formal-productive-provide-bang-buck-terms-jobs-created-relative-investment-potential-broader-social-transformation-can-ge/
http://indianexpress.com/article/opinion/columns/arun-jaitley-textile-sector-apparel-sector-apparel-sector-employment-2869907/
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o India’s low and declining female labour force participation could be similarly 

boosted by this initiative. 

 India has an opportunity to promote the apparel industry because of rising wage 

levels in China that has resulted in China losing market share.  

However India is losing out in this sector to Bangladesh , Vietnam, Ethiopia etc because of 

many reasons like: 

 India’s competitors enjoy better market access by way of zero or lower tariffs to 

the two major importing markets, namely the US and Europe. 

 Average tariffs faced by India and its competitors in the US and EU: 

o In the EU, Bangladesh’s exports enter mostly duty free while Indian exports 

face an average tariff of 9.2 per cent. 

o  In the US, when Trans-Pacific Partnership goes through, Vietnam will enjoy 

duty-free access and India will be disadvantaged in that market too. 

 Indian exporting firms face a number of domestic challenges logistics and de facto 

labour costs  that render them less competitive than their peers in competitor 

countries. 

 The costs and time involved in getting goods from factory to destination are 

greater than those for other countries. 

  Further, few large containers come to Indian ports to take cargo. So all exports 

have to be trans-shipped through Colombo, which adds to travel costs and hence 

reduces the flexibility for manufacturers. 

 Labour issues: 

o Regulations on minimum overtime pay 

o onerous contributions that become de facto taxes for low paid workers  lack of 

flexibility in part-time work high minimum wages in some cases.  

o One symptom of labour market problems is that Indian apparel firms are 

smaller compared to firms in say China and Bangladesh.  

 Lack of man made fibres :- 

o The world demand is increasingly shifting toward clothing based on man-made 

fibres while Indian domestic tax policy favours cotton-based production and 

the tariff policy shields an inefficient man-made fibre sector.  

What needs to be done ? 

 The new policies have to be implemented effectively : 

o Apparel exporters will be provided relief to offset the impact of state taxes 

embedded in exports, which could be as high as about 5 per cent of the 

exports. 
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o Firms will be provided a subsidy for increasing employment.This will take the 

form of government contributing the employers 12 per cent contribution to 

the EPF.  

 The government is taking very seriously the impact of Indian exporters being 

disadvantaged in foreign markets. 

 

Topic: Inclusive growth and issues arising from it. 

Q) In your opinion, on which factors does the success of payment banks will 

depend?  Analyse. (200 Words) 

Livemint 

Factors on which success of payment banks will depend: 

 The success of these new entities will depend to a great extent on their ability to go 
beyond serving the well-banked smartphone-carrying consumers, such as the 
readers of Mint, who have been the focus of digital payments in India so far. 

  Payments banks will need to creatively reach the low-income and financially 
underserved—the so-called base of pyramid (BOP) consumers. Indeed, universal 
financial inclusion was a driving motivation behind RBI’s issuance of these payments 
bank licences.  

  players will need to deepen their understanding of the unique needs of BOP 
consumers and develop products and customer experiences tailored to these 
needs.  

 Providers will need to develop new products that are better suited to the financial 
lives of BOP consumers. 

o For example, daily micro-saving products and micro-loans that rely on non-
traditional data. 

o  They will need to develop partnerships with other financial institutions to 
meet the full scope of customer needs.  

 Reaching out to this new target user group will require combining ‘high-tech’ with 
‘high-touch’.  

o The use of Aadhaar-linked authentication, know-your-customer and e-sign 
(elements of the so-called IndiaStack) and the proliferation of mobile/online 
payment systems hold special promise for reducing the cost of delivery.  

o However, smartphone penetration is still low and digital literacy is a major 
challenge among the BOP. So, payments banks will need to rely on physical 
agent networks, at least in the foreseeable future, to serve this segment 

 To achieve scale and keep costs manageable, players will need to harness the 
potential of varied agent models ranging from dedicated ‘wealth advisors’ at one 

http://www.insightsonindia.com/2016/06/13/5-opinion-factors-success-payment-banks-will-depend-analyse/
http://www.insightsonindia.com/2016/06/13/5-opinion-factors-success-payment-banks-will-depend-analyse/
http://www.livemint.com/Opinion/i8FQefe8W8ngGE7dOOszqK/Cracking-the-payments-bank-puzzle.html
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end of the spectrum to  BC agents who just focus on a few simple transactions while 
doing core businesses at the other. 

 Players will need to harness the potential of the kirana (neighbourhood) store, by 
making it worth their while to accept digital payments. This is particularly true for 
payments banks, which will need to rely heavily on small-ticket transactions for 
revenues, given limitations to their net interest income.  

6) Critically analyse various regulations put on payment banks and their likely impact on 

functioning of these banks. (200 Words) 

Livemint 
Payment banks are newly authorized form of banks that aim towards providing payment 
facilities to low wage earners, migrants and small businesses. These aim to fill the gap of 
traditional banking system and provide financial inclusion. 

RBI has notified various regulations to ensure efficient working of such banks and prevent 
exploitation of small borrowers from exploitation by banks. It has issued in- principle 
approval to 10 entities to open such banks. 

Various regulations put on Payment Banks and their impact on the functioning of such 
banks 
1. No lending shall be allowed by them. 
2. They have to maintain CRR and SLR requirements on par with commercial banks. 
3. No deposits worth more than lakh rupees.  
4. Mandatory sharing of their business plan with the regulator. 
5. Minimum of 25 % access points in rural areas. 
6. Capital requirement at 15% capital to risk weighted assets ratio (minimum 7.5% Tier-I). 
7. Other regulations include (i) a majority of independent directors, (iii) subsidiary structure 
like non-banking financial companies are not permitted, and (IV) non-resident Indian 
deposits not permitted, although foreign remittance is. 

These requirements are criticized for being too restrictive to allow sustainable business 
model by PBs. It reduces the business of PBs to that of a fixed spread business like that of 
Asset Management Companies (AMCs) where higher revenue is directly a function of 
total deposits mobilized by them. The spread thus earned would need to cover the costs 
incurred on the enabling technology infrastructure and its expansion, employee and other 
operational expenses, market risk on the investment portfolio, provision for operational 
risks and a minimum return on capital. The business of PBs is free from credit risk and face 
relatively lower market risk, but is subject to operational and liquidity risk. Also deposits up 
to Rs.1 lakh comprising only 9% of total deposits of the banking system in terms of value 
(70% in terms of number of accounts). 

Given that 3 players who received approvals for PBs have withdrawn their plans to set up 
such banks point to need for re-working the structure of such banks. It needs to ensure an 

http://www.insightsonindia.com/2016/06/28/6-critically-analyse-various-regulations-put-payment-banks-likely-impact-functioning-banks/
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adequate balance between promoting sustainable business interests and preventing 
consumers interests. 

Q) Examine the merits and demerits of making a simple unconditional regular cash transfer 

to every adult by the government instead of having many different forms of welfare 

programmes targeted at the poor. (200  Words) 

The Indian Express 
Unconditional regular cash transfers refers to providing minimum cash in hand to the 
beneficiary as per social sector scheme objectives like MNREGA, so as to ensure basic 
income to all 

Merits of unconditional cash transfer to adults: 
*boost to consumption driven demand: with marginalized sections satisfied with minimum 
basic income they will be encouraged towards improving their standard of living. 

*Reducing wage uncertainitites in unorganized sector: exploitation in industry wage 
disbursement by employer will diminish thus making keeping a check on in-formalization of 
labor. 

*Raise in Human development index: farmers and casual workers getting assured cash 
transfer at regular intervals will allow them to exercise greater autonomy in investments in 
health, education and vocational learning. 

Demerits of unconditional cash transfer over different targeted welfare programs: 
*result in bounties to well off sections: middle and large farmers may get the major share 
of benefit due to middleman presence in disbursing of cash transfers. 

*Non-utilization of productive purposes: excessive spending on alcohol consumption, drug 
abuse, may result in domestic violence and increased in poverty in rural and marginalized 
households 

Way forward: mobilizing postal banks for cash disbursements, deployment of bank saathi 
can be used. However, effective implementation of DBT ensures the nature of spending and 
promotes tendency of savings leading to economic well being and women empowerment. 

Q) Examine the merits and challenges of implementing minimum guaranteed basic income 

through cash transfer in India for all its citizens. (200 Words) 

The Hindu 
The recently failed referendum in Switzerland to ensure $2500 basic minimum income for 
citizens has fuelled similar demands in India too. The merits and demerits as well as 
challenges involved in such scheme need to be discussed. 
MERITS: 
1) State already provides TRANSFER PAYMENTS in form of subsidies. Minimum income 

http://www.insightsonindia.com/2016/06/28/7-examine-merits-demerits-making-simple-unconditional-regular-cash-transfer-every-adult-government-instead-many-different-forms-welfare-programmes-targeted/
http://www.insightsonindia.com/2016/06/28/7-examine-merits-demerits-making-simple-unconditional-regular-cash-transfer-every-adult-government-instead-many-different-forms-welfare-programmes-targeted/
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guarantee will provide more choices to citizens (AMARTYA SEN et. al. Have argued that 
development means expanding choices. 
2) It will minimize leakages and pilferages as in indirect subsidy. Less money will have to be 
invested in administering subsidies. 
3) RISK TAKING ABILITY MIGHT RISE- People assured of minimum income can take part in 
high-risk, high return entrepreneurial ventures. 
DEMERITS/ CHALLENGES: 
a) In a society like ours with LOW ASPIRATIONAL LEVELS (evident in low preference for 
entrepreneurship and craze for government jobs), income guarantee may act as 
disincentive to innovation and striving. 
b) Except for controlled condition evidence about success of income transfers is weak. The 
much-vaunted BOLSA FAMILIA ultimately failed in its objectives. Few people took to upskill 
themselves. Bolsa contributed a great deal to the present BRAZILIAN CRISIS. 
c) Inflation will certainly rise if more money is circulating in local market. This may 
counteract any benefit that might arise from income transfer. 
d) CHALLENGES LIKE WEAK FISCAL CAPACITY OF STATE, non-availability of income data, 
fund transfer infrastructure (lack of financial inclusion, etc.) 

But all the above do not mean that State should do away with social security. Social 
assistance in case of disablement, old age, unemployment, and other undeserved 
situations, is enshrined in Art. 41 of our Constitution. Considering the level of development 
and our particular problems, social security and not income guarantee should be our 
immediate concern. 
 

Topic: Effects of liberalization on the economy, changes in industrial policy and their effects 

on industrial growth. 

Q) The rapid spread of new mobility services such as Uber and Ola taxis presents a regulatory 

dilemma for transport administrators. Critically comment on the recent move by Karnataka 

government to regulate app based taxi operators  and its implications for consumers and 

drivers. (200 Words) 

The Hindu 

Background : 

 Karnataka has directed taxi aggregators such as Uber and Ola to stop operations in 

the state until they secure a licence from the government,  
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Merits: 

 Getting a licence would mean no more surge pricing, complying with the maximum 

fares fixed by the government periodically and registering with local transport 

authorities. 

 Rules prohibit cab aggregators from raising rates when demand is high, but the taxi 

apps continued the practice despite government disapproval. 

o For instance, UberGo, Uber’s cheapest option, is priced at Rs..7 per km in 

Karnataka, which implies that it allows Uber to charge consumers up to 2.7 

times the cheapest rate. 

 Rules were brought in the light of the security of the people as incidents of rape and 

other crimes have been occurring in these cabs. 

 The race to earn monies had driven away the drivers sleep threatening the life of the 

people. 

o For instance in Bengaluru a driver had mowed down a well-known cyclist on 

the road to the international airport as he did not sleep for 36 hours to get 

more money by working for these companies. 

Demerits: 

 The Karnataka government will be seen as anti-innovation and anti-technology. 

 might have an impact on the business model of these app-based taxi aggregators. 

 With inadequate public transport system this move  would lead to gap arising again 

making it difficult for the commuters  

 Rule-Ensure that the antecedents of every driver of a taxi is verified by police 

before the driver is allowed to use the licensee’s platform. 

o The companies may struggle to keep a thorough check on driver profiles given 

the fast pace at which they are brining on drivers. This may lead to a few 

pilferages despite the best intent. 

 To obtain relevant licences these companies should immediately stop operations, a 

move which could hold up the operations of Ola and Uber. 

 Regulation cannot impede technology. A taxi is being forced to display digital 

meters and provide paper receipts. It is not when there is  technology which sends 

receipt as a message to a person’s phone as well as the driver's phone on the fare. 

 When it comes to providing people mobility, governments should be concerned 

about the fulfilment of public policy objectives — equity, safety, consumer welfare 

and sustainability. The regulation of new-technology taxi services must meet such 

policy objectives, rather than be trapped in ideology.  

o Karnataka should be concerned whether the new services are providing more 

and better connections to protected consumers, and adding jobs. 



  Secure Synopsis | June -2016 GS III 

©www.InsightsIAS.com  24 ©www.InsightsonIndia.com 

Implications on customers and drivers : 

Drivers : 

 Rule -A driver shall have a minimum driving experience of 2 years: 

o This might be difficult to verify as drivers may fudge past driving records. 

o This might lead to unemployment of novice drivers. 

 Rule-driver shall be a resident of Karnataka for a minimum period of two years. 

o This might be difficult to comply with, as a number of drivers are immigrants, 

who have moved to the state or Bengaluru in particular in search of work.  

o These drivers are essentially employees of vehicle owners. 

 A driver shall have a working knowledge of Kannada and any one other language, 

preferably English. 

o While residents of Karnataka are fluent with the language, drivers who have 

migrated from the rural areas may struggle with English.  

o This is discriminatory. 

 Uber bike app has been banned from operations  

 Drivers feel that if this 8-hour rule is implemented, they will not be able to clear even 

the EMI on the car.  

o If they don't do the required number of trips, they don't get incentives.  

Customers: 

 Proper licensing will lead to better protection of the customers as the details of the 

driver along with the Id details are in the cab itself so makes it difficult for crimes to 

happen and the culprits can be nabbed easily 

 This rules might discourage cab services and can affect customer adversely  

Q) Should we blame financial liberalisation for the present crisis faced by banks in India? To 

address the crisis, what needs to be done? Critically comment. (200 Words) 

EPW 

Yes, financial liberalization is to be blamed: 

 Financial liberalisation has done two things to the lending strategies of public sector 

banks (PSBs). 

 One, it increased the share of retail credit assets in total assets such as credit card 

advances, housing and personal loans in short, it financed borrowed 

consumption expenditure.  

http://www.insightsonindia.com/2016/06/04/5-blame-financial-liberalisation-present-crisis-faced-banks-india-address-crisis-needs-done-critically-comment/
http://www.insightsonindia.com/2016/06/04/5-blame-financial-liberalisation-present-crisis-faced-banks-india-address-crisis-needs-done-critically-comment/
http://www.epw.in/journal/2016/22/editorials/spectre-debt.html
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 The other, financing infrastructure through government-enforced pressure on 

public banks. 

o  The reason for this was twofold: an inadequate corporate bond market and 

the unwillingness of private players to deploy their own capital for long-

term financing of infrastructural projects; and the government’s reluctance 

to invest in infrastructure given its fiscal commitments.  

 The burden of financing especially PPP projects fell on the PSBs. These banks are now 

facing the downside of loan exposures, with alarming ratios of non-performing 

assets (NPAs) as a proportion of total advances.  

o This severely impairs the profits of banks 

o many state-owned banks have recorded losses at the quarter ended March 

2016, the Punjab National Bank noted a record loss of 5,367 crore.  

 Private banking brings with it problematic incentive structures, as the sub-prime 

crisis in the United States has shown and it is still depositors and the general public 

who end up bearing the risks. 

 Although India’s approach to financial liberalization served it well, three major issues 

remain:  

o  crowding out, with government debt now absorbing more than 37 percent of 

bank deposits compared to about 24 percent at the end of the 1980s 

o  a weak information and legal framework, which, despite efforts at 

improvement, still contributes to nonperforming loans and limits access to 

credit 

o  the still-dominant role of public sector banks. 

 Unhedged forex exposure: 

o The wild gyrations in the forex market have the potential to inflict significant 

stress in the books of Indian companies who have heavily borrowed abroad 

o This stress can affect their ability to pay back debt to Indian banks.  

 Financial liberalization has worsened regional inequalities in rural banking in India 

 Banks became more volatile for external shocks  

 It increased capital inflows and deposits, which allowed rapid growth in credit to 

weak public and private enterprises and the government, as well as to real estate. 

Over time, the quality of the lending deteriorated. 

  Eventually, corporate bankruptcies, banking problems, and runs on banks and 

currencies developed, particularly when the rapid credit growth and inflows slowed, 

real growth declined, and real interest rates rose.  
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 Moreover, globalisation has ushered in restructuring of the banking and financial 

sector through a series of mergers and amalgamations and this complicated issues. 

 Thus, today, banks are subjected to cut-throat competition and in order to survive. 

 Thus, the challenge for Indian banks is on how to assess the needs of their clientele 

and offer customised products to meet their satisfaction because banks now provide 

services for the entire world. 

 No, everything cant be blamed on liberalization: 

 Financial liberalization has brought in many transparent mechanisms: 

o In order to enable greater liberal access and transparency in the markets, key 

institutions such as the Securities and Exchange Board of India (SEBI) and the 

National Stock Exchange of India, were also set up.  

o After a 1991 capital market crisis, regulations were strengthened, listings 

were liberalized, foreign investors were allowed in, and infrastructure was 

substantially improved  

o Government and central bank debt markets have developed. They allow 

central banks to carry out monetary policy more efficiently, increase banks’ 

liquidity, and allow less inflationary finance of fiscal deficits. 

 So India has other systemic problems ingrained in the banking sector like: 

o The degree of financial depth is low as compared to other emerging 

economies such as Malaysia, Thailand, and Egypt .This is in part due to the 

fact that several restrictions on the banking sector, the corporate bonds 

market, and derivatives markets still exist, discouraging lending and trading. 

o Crony capitalism  

o Failure of asset reconstruction agencies  

o Unable to reach financial inclusion targets and include people in the banking 

system  

o Asset quality: 

 The biggest risk to India's banks is the rise in bad loans. The slowdown 

in the economy in the last few years led to a rise in bad loans or non-

performing assets (NPAs).  

o Capital adequacy: 

 One way a bank tries to ensure it is protected from bad loans is by 

setting aside money as a 'provision'. This money cannot be used for 

any other purposes including lending. As a result, banks have lower 

capital available to use for its various operations. 
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 So, a fall in CAR is worrisome. In the last few years, CRAR has declined 

steadily for Indian banks, especially for public-sector banks. Moreover, 

banks are not able to raise money easily, especially public-sector 

banks which have higher number of bad loans.  

o Employee problems: 

 Public-sector banks are seeing more employees retire these days. As a 

result, there would be a virtual vacuum at the middle and senior level.  

 The absence of middle management could lead to adverse impact on 

banks' decision making process  

What is needed to be done? 

 The need for banks to focus on rural areas as they have immense potential.  

o Financial inclusion - payment banks, small finance banks etc  

 Artificial intelligence to make customer experience easier 

 Strict action against corporates to curb rising NPA problem  

 Mission Indradhanush: 

o Seven-point agenda to improve operations of the state-owned banks. 

o It includes capitalisation, setting up of Bank Board Bureau and introduction of a 

framework for accountability. - mission indradranush  

o change in rules for hiring top management and paper-less transactions to curb 

the  black money menace.  

o infusing Rs 70,000 crore in the public sector banks in the next few years to help 

them deal with the distress assets issue.  

 Adhering to Basel norms  

Q) While the world’s Internet growth rate is 9% year on year, India’s is 43%. Examine how 

India can capitalise on this digital advantage and the challenges it faces. (200 Words) 

Livemint 

How can India capitalise on the digital advantage: 

 With sheer size of its market with 277 million users, it has now overtaken the US to 

have the second largest Internet user base after China and it’s likely to occupy a 

unique position over the next few years. 

  India’s smartphone market is expanding rapidly  

o 21.4% year on year for the third quarter last year, according to the 

International Data Corporation’s Quarterly Mobile Phone Tracker report.  

http://m.economictimes.com/topic/black-money
http://www.insightsonindia.com/2016/06/07/5-worlds-internet-growth-rate-9-year-year-indias-43-examine-india-can-capitalise-digital-advantage-challenges-faces/
http://www.insightsonindia.com/2016/06/07/5-worlds-internet-growth-rate-9-year-year-indias-43-examine-india-can-capitalise-digital-advantage-challenges-faces/
http://www.livemint.com/Opinion/4DZvgLTTrKD5HngBwRAnNM/Can-India-capitalize-on-its-digital-advantage.html
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o It is going to become a prime target for Apple and Android manufacturers 

alike, a shift that is under way. 

o  A fight for market share in the smartphone space means lower price points 

essential in a country such as India.  

o And the greater smartphone penetration that will bring about will mean 

greater Internet penetration as well-the two are symbiotic in the Indian 

market with some 60% of the country’s Internet users accessing it via 

smartphones.  

o Likewise, innovative digital commerce can be a relatively low-investment 

boon in an economy that still lacks much of the infrastructure traditional 

models rely on. China’s Taobao villages are a fine example of the former’s 

potential. 

Challenges : 

 Muddled policymaking: 

o  Centre and various state governments have failed repeatedly to show that 

they have the capacity to deal with the regulatory challenges that accompany 

such growth opportunities.  

o Examples: 

 From the drive against app-based taxi aggregators to the insistence on a 

30% domestic sourcing rule that scuppered Apple’s plans to set up shop 

here to the restrictions on foreign direct investment in domestic e-

commerce companies. 

o Slow internet connectivity enhancement-stalling of NOFN project. 

 The internet penetration is still very low at 11-20%.90%  of Indian population is still 

not connected. 

 Cost of internet access is high 

 Less digital literacy 

 Internet based applications in non traditional areas like agriculture, health care is 

still less 

Q) Is there a need for regulating Credit rating agencies (CRAs) in India? Examine. (200 Words) 

Livemint 

Background : 

 Credit rating agencies (CRAs) in India generate significant revenue through non-rating 

activities undertaken by their specialized subsidiaries. On average, about 40% of the 

total revenue of the rating agency stems from non-rating activities 

 

http://www.insightsonindia.com/2016/06/07/6-need-regulating-credit-rating-agencies-cras-india-examine/
http://www.livemint.com/Home-Page/ywPA1LJDNVG1xmBXOSRZsM/Regulating-credit-rating-agencies.html
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Regulation needed : 

 Non-rating activities generate significant conflicts of interest with respect to the main 

service that CRAs provide to the economy—ratings of the issuers 

 Given the pernicious role of CRAs in the financial crisis of 2008-09, the Securities and 

Exchange Board of India (Sebi) should take note and appropriately regulate the CRAs 

to eliminate these conflicts of interest. 

 CRAs are mainly paid by the companies whose securities they rate. These 

companies benefit from favourable (high) ratings on them or their securities. 

Therefore, the compensation arrangement leads to a conflict of interest.  

o A study examines the amount paid for consulting and finds that issuers obtain 

higher ratings the more (non-rating) revenue they generate for an agency. 

 Rating and non-rating entities have common ownership and top management.  

 Globally, investors and regulators continue to voice displeasure over credit rating 

agencies that assign investment grade evaluations of corporate liabilities that are not 

supported by the facts. 

  If they would be so naive, they would lose business because the corporate entities 

would simply find a different rating agency to evaluate their debt instruments, and 

they would lose significant opportunities for other consulting engagements like pre-

rating assessments and risk management services. 

 All employees of credit rating agencies know that their continued employment, 

salaries, and promotions depend on their contributions to the real business of the 

organization: generating fees from debt issuers. 

 The result of this fundamental conflict is ratings inflation.  Everybody gets a high 

rating and, when things deteriorate, the agencies are slow to downgrade the debt. 

 credit rating agencies may still fail to deliver transparent, useful ratings because of 

the continued decline of the financial reporting model, the weakness of the current 

audit reporting format, and the failure of independent auditors to provide high 

quality audits. 

 Regulation not needed : 

 Issuers and CRAs have long-term relationships, and past or future business, rents or 

cash flows may be as important as those that are contemporaneous. Given the short 

time series dimension of their data, the study cannot investigate this aspect in great 

detail.  

Suggestions : 

 The most direct way of solving this institutional failure is to restore credit rating 

agencies to the world as it existed prior to 1970.   
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o Before 1970, credit rating agencies charged report users instead of those they 

investigate. This amendment to the credit rating business model would 

eliminate completely the conflicts of interest.   

o Such an institutional reform would reinstate a natural market mechanism: if 

users really want information, they will pay for it.  

o Further, if the market is competitive, the price of reports will reflect the value 

of the information. 

 A second-best solution rests in the court system. Countries could amend their laws 

and regulations to hold credit rating agencies responsible for their erroneous ratings.   

 Involve the government either as supervisors make these agencies accountable 

legally for their ratings  

Q) It is a fact that the sourcing norm has inhibited FDI inflow into India. Should 

government drop the sourcing condition altogether? Also analyse the status of retail FDI in 

India.  (200 Words) 

The Hindu 

Business Standard 

Status of retail FDI in India :- 

 In 2012, India approved reforms for single-brand stores welcoming anyone in the 

world to innovate in Indian retail market with 100% ownership, but imposed the 

requirement that the single brand retailer source 30 percent of its goods from India 

 Later India allowed 51% FDI in multi-brand retail in India.  

 One report estimates the 2011 Indian retail market as generating sales of about $470 

billion a year, of which a minuscule $27 billion comes from organised retail such as 

supermarkets, chain stores with centralised operations and shops in malls. The 

opening of retail industry to free market competition, some claim will enable rapid 

growth in retail sector of Indian economy. 

 The Economist forecasts that Indian retail will nearly double in economic value, 

expanding by about $400 billion by 2020. 

  India has highest number of outlets per person (7 per thousand) Indian retail space 

per capita at 2 sq ft (0.19 m2)/ person is lowest in the world Indian retail density of 6 

percent is highest in the world 

 The organised retail market has a share of 8% as per 2012.While India presents a 

large market opportunity given the number and increasing purchasing power of 

consumers, there are significant challenges as well given that over 90% of trade is 

conducted through independent local stores.  

 In November 2015, the Centre eased the rules permitting 100 per cent FDI in ‘Single 

Brand Product Retail Trading’ subject to the sourcing caveat — the precondition 

being that companies with more than 51 per cent foreign ownership must source 30 

http://www.insightsonindia.com/2016/06/07/7-fact-sourcing-norm-inhibited-fdi-inflow-india-government-drop-sourcing-condition-altogether-also-analyse-status-retail-fdi-india/
http://www.insightsonindia.com/2016/06/07/7-fact-sourcing-norm-inhibited-fdi-inflow-india-government-drop-sourcing-condition-altogether-also-analyse-status-retail-fdi-india/
http://www.insightsonindia.com/2016/06/07/7-fact-sourcing-norm-inhibited-fdi-inflow-india-government-drop-sourcing-condition-altogether-also-analyse-status-retail-fdi-india/
http://www.thehindu.com/todays-paper/tp-opinion/clear-the-air-on-fdi-in-retail/article8698092.ece
http://www.business-standard.com/article/economy-policy/india-ranks-second-in-retail-potential-116060700007_1.html
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per cent of the value of goods in India, preferably from medium, small or micro 

enterprises. 

Should government drop this clause all together? 

Yes: 

 The sourcing norm has inhibited FDI inflow 

 It could fall foul of the WTO’s National Treatment norms.  

 It is counterproductive and open to charges of arbitrariness.  

o Allowing Ministry officials the discretion to decide on what constitutes ‘cutting-

edge’ technology or whether local sourcing is possible or not opens the door 

for less-than-transparent outcomes and the possibility of litigation.  

 The Centre’s stated objectives for relaxing FDI norms  would be rendered fruitless if 

overseas companies, subject to the whims of interpretation, opt out of either 

entering the market or from making significant investment.  

 This instance once again demonstrates that the condition for the waiver is subjective, 

which leads to bureaucratic or even political discretion 

 cutting edge’ needs to be defined clearly, otherwise the clause would be open to 

discretion and charges of corruption 

 If the government is serious about improving the ease of doing business in India, such 

discretionary powers need to be removed. Or else, efforts to make the country an 

attractive destination for foreign companies are likely to fail 

 The government may close down the FIPB in the future, and leave it to the sector 

regulators to ensure that all foreign investment guidelines are met by the 

investors.This is a welcome move 

 It is a business decision that the company has to make, and the government should 

not force this decision by putting up hurdles for the company’s plans to retail its 

products in India. Its presence, and that of its competitors, will only add to the 

consumer’s choice, which should be encouraged 

 With Apple’s proposal being turned down, the future of similar such applications by 

Chinese handset makers Xiaomi and LeEco is also uncertain now.  

 This creates a lack of policy clarity for many companies, with their applications having 

got stuck at DIPP for months.  

 Provision that is viewed as restrictive by premium and luxury brands seeking to enter 

the Indian market. 

No: 

 officials defended the policy saying some amount of discretion is inevitable in 

interpreting ‘cutting edge’  technology . 
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 The clause that 30% of the value of goods be sourced from India, preferably from micro, 

small and medium enterprises (MSMEs), village and cottage industries and artisans so 

that it would provide employment opportunities and enhance their quality as well. 

 Developing local sourcing is critical, but can take decades to develop quality 

suppliers, especially for firms that, like Apple, have very high standards for quality.  

Q) Recently, the union government raised Foreign investment (FDI) caps in seven key sectors, 

including aviation, defence, pharma, food products. Analyse implications of this move to their 

respective sectors. (200 Words) 

Livemint 

The Hindu 

Background: 

 Centre has done by raising FDI caps in some sectors (airlines from 49 to 100 per 

cent), sweeping others entirely into the automatic route (cable TV, brownfield 

airports) and diluting preconditions for sectors with restrictions (relaxation of 

sourcing norms in single-brand retail and technology norms for defence).  

Benefits: 

 The liberalization of limits in defence, brownfield pharma, airports, private security 
services, food processing etc can be a huge source of employment creation.  

 The move to prescribe a small negative list for FDI with most sectors under the 
automatic route is a big mindset shift 

 To make India an attractive destination for foreign investors.FDI inflows into India 

rose to $55.46 billion in 2015-16 from $36.04 billion two years ago. 

 The stated objective of 100% FDI and other relaxations is to improve infrastructure, 

along with greater FDI inflows and the ease of doing business in India. 

 Experts said that with most sectors coming under the automatic approval route, 

India is now the most open economy in the world for FDI. 

Sectore wise analysis 
Defence: 

 the government has made it easier for foreign investors to hold more than 49% (up 
to 100%) in the defence sector. 

 pragmatic because state-of-the-art technology hadn’t been defined in the previous 
policy 

 Now foreign defence firms can set up manufacturing facilities in India giving an 
impetus to the local industry as well 
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Civil aviation: 

 India will also allow overseas entities excluding airlines to own 100% in domestic 
airlines. Currently, up to 49% FDI is allowed under the automatic route in domestic 
airlines. 

 The government has also allowed 100% FDI under the automatic route in so-called 
brownfield airport projects with the aim of modernize existing airports.  

 will help bring in much-needed funds and help airlines expand their fleet and global 
expertise along with best practices into India  

  Though equity holding of foreign airlines is still limited to 49%, a foreign airline can 
join hands with its sovereign fund or private investors and set up a 100% foreign-
owned airline in India 

 The likely increase in competition will bring down prices and enhance air 
penetration in India—both international and domestic. Indian carriers can now look 
for enhanced valuations in case they wish to raise funds or go for partial or complete 
divestment. 

Broadcasting , pharma: 

 100% FDI via automatic route for broadcasting carriage services, allowing direct-to-
home (DTH) TV operators, cable network companies and mobile television firms to 
raise 100% FDI under the automatic route. 

 The government allowed up to 74% FDI under the automatic route for investments 
in brownfield pharmaceutical projects with investments beyond 74% under the 
approval route. 

Single brand retail: 

 single-brand retail trading companies undertaking business with state-of-the-art 
technology, the restriction of sourcing up to a certain percentage of inputs locally 
has been totally relaxed for three years, followed by a partial relaxation for another 
five years – a favour granted apparently on Apple’s appeal. 

Concerns: 

 sectors that are already witnessing booming consumer demand  such as DTH 

television, airlines and pharmaceuticals are more likely to attract quick investment 

flows than those that are in need of bailouts (asset reconstruction firms) or entail 

long gestation periods (airports or defence).  

 Even if the Centre is willing to reduce initial entry barriers, frequent market or 

pricing interventions can deter investors. 

 Centre's attempts to bring in FDI into pharma may be stymied by increasing price 

controls and the lack of clarity in the policy on essential drugs.  

 the experience with sectors such as insurance suggests that foreign investors 

committing long-term capital expect to exercise control over the entities they fund.  

 Civil aviation: 
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o the emphasis of the government for domestic connectivity may mute global 
players' desire to invest further in India. 

o careful scrutiny of each proposal will be done where foreign investment could 
be increased to beyond 49 percent and the government will take a call on 
whether such investments are needed and then too, on a case to case basis. 
This is a very big deterrent. 

o when an airline wants to fly from India to another country, aviation norms 
mandate that only an airline which has substantial ownership and effective 
control of Indians can fly international.this means means that although 
technically an airline in India can now have 100 percent foreign investment 
such an airline may not be allowed to then fly overseas. 

 Domestic economy, employment and economic security of people:  

o Rather than promoting employment, these FDI relaxations might accelerate 

the ongoing trend of jobless growth and rising inequality.  

o With 100% FDI owned commercial entities, a much greater share of returns on 

investments will go outside India, decided based on business preferences of 

foreign owners. Therefore, multiplier effects of financial returns on the 

economy and employment will be limited. Relaxation of local sourcing 

restrictions will further add to the dampening of multiplier effects. 

 Infrastructure: 

o  It is inexplicable why infrastructure cannot be improved without FDI relaxation.  

 Agricultural economy and families dependent on it:  

o Hundred percent FDI in animal husbandry, retail and trading of food products 

might lead to greater consolidation and control of farmland and other 

agricultural assets in the hands of large corporations.  

o This will make a majority of small farmers and farm-dependent families more 

vulnerable and accelerate distress migration to cities.  

 Small manufacturing and services industries:  

o Relaxation of local sourcing norms for state-of-the-art technology based retail 

trading companies will subdue opportunities for suppliers to increase 

their business and upgrade technology skills. 

o  A policy that goes against small industries is therefore detrimental to the 

‘Make in India’ agenda.  

 Manufacturing and services industries where Indian firms have already 

demonstrated near world-class competence:  
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o There wont be much  substantial benefit with 100% FDI in Pharma as 

manufacturers in pharmaceuticals have vast experience of selling high quality 

products and services. 

o Also pharma industry is known for reverse engineering, efficient operations 

and technological skills and is a major supplier of affordable medicines to many 

third world countries. 

 Domestic R&D and manufacturing capability in state-of-the-art technology areas: 

o  Removal of the condition of access to state-of-the-art technology in India in 

the defence sector and waiver of the minimum local sourcing condition in 

single-brand retail with state-of-the-art technology has directly hurt the 

opportunities for building those higher-end capabilities among Indian 

industries and entrepreneurs.  

What can be done ? 

 Rather than allowing foreign companies to bypass domestic suppliers while doing 

business in India, they must be asked to integrate domestic manufacturers and 

service providers within their supply chains so that they contribute directly to 

building India’s economy as well as technological competence.  

 Achieving higher value and creating capability through technology and innovation 

must be as important a goal for India’s economy as universal employment 

generation. 

 ease of doing business’ must not be promoted at the expense of other more 

important national objectives such as employment; survival and skill upgradation of 

agricultural and small manufacturing economies and families dependent on them; 

expanding on existing domestic capacities in those industries where Indian firms have 

already demonstrated competence; and development of domestic R&D and 

manufacturing capability in state-of-the-art technology areas.  

 Alternately, the policy change should have been directed at improving economic 

security and technological skills of small farmers and farmers’ cooperatives. 

 Pharma- the effort should be to equip well-performing domestic firms to become 

globally competitive and increase their exports. That will boost the economy and 

employment, and upgrade technological skills. 
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Q) Recently the union government raised the FDI limit for airlines (including regional 

operators for whom FDI of 49 per cent was only allowed last November) to 100 per cent, with 

automatic approvals for foreign ownership up to 49 per cent. Critically examine the 

implications of this move to various stakeholders. (200 Words) 

The Hindu 

Benefits: 

 The liberalization of limits in airports can be a huge source of employment creation. 

 India will also allow overseas entities excluding airlines to own 100% in domestic 
airlines. Currently, up to 49% FDI is allowed under the automatic route in domestic 
airlines. 

 The government has also allowed 100% FDI under the automatic route in so-called 
brownfield airport projects with the aim of modernize existing airports.  

 will help bring in much-needed funds and help airlines expand their fleet and global 
expertise along with best practices into India  

  Though equity holding of foreign airlines is still limited to 49%, a foreign airline can 
join hands with its sovereign fund or private investors and set up a 100% foreign-
owned airline in India 

 The likely increase in competition will bring down prices and enhance air 
penetration in India—both international and domestic. Indian carriers can now look 
for enhanced valuations in case they wish to raise funds or go for partial or complete 
divestment. 

 

Problems : 

  It is more likely to bring relief for domestic carriers looking to raise capital or forge 
an alliance with a global airline than attract many new players into the fray. This 
is because global airline players continue to be hemmed in by the 49 per cent 
ownership limit . 

  In theory, a foreign airline could tie up with other institutional investors like private 
equity funds to form a 49:51 joint venture and tap India’s double-digit air traffic 
growth.  

 Even if a strategic airline investor agrees to be a junior partner, securing a scheduled 
operator permit still requires an airline’s chairman and at least two-thirds of its 
directors to be Indian citizens, and substantial ownership and effective control to 
be vested in Indian nationals 
o the emphasis of the government for domestic connectivity may mute global 

players' desire to invest further in India. 
o careful scrutiny of each proposal will be done where foreign investment could 

be increased to beyond 49 percent and the government will take a call on 

http://www.insightsonindia.com/2016/06/22/5-recently-union-government-raised-fdi-limit-airlines-including-regional-operators-fdi-49-per-cent-allowed-last-november-100-per-cent-automatic-approvals-f/
http://www.insightsonindia.com/2016/06/22/5-recently-union-government-raised-fdi-limit-airlines-including-regional-operators-fdi-49-per-cent-allowed-last-november-100-per-cent-automatic-approvals-f/
http://www.insightsonindia.com/2016/06/22/5-recently-union-government-raised-fdi-limit-airlines-including-regional-operators-fdi-49-per-cent-allowed-last-november-100-per-cent-automatic-approvals-f/
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whether such investments are needed and then too, on a case to case basis. 
This is a very big deterrent. 

o when an airline wants to fly from India to another country, aviation norms 
mandate that only an airline which has substantial ownership and effective 
control of Indians can fly international.this means means that although 
technically an airline in India can now have 100 percent foreign investment 
such an airline may not be allowed to then fly overseas. 

What can be done ? 

 India could have proposed a bolder reform in airline ownership norms and 
dovetailed that with its vision of an open sky policy within the SAARC region and 
beyond.  

 

Q) “India’s FDI inflows are healthy and it is among the top 10 destinations in the world, but 

these investments are still small compared to the economy and in the global scheme of 

things.” Analyse. (200 Words) 

Livemint 

Reasons why FDI in India is still considered small because: 

 FDI inflows were still less than 2% of gross domestic product for India compared 
with nearly 5% for the likes of Vietnam 

 In 2015, India’s total inward FDI stock was around $282 billion. To put that in 
perspective, in 2015 alone, China and Hong Kong pulled in $310 billion of FDI 
inflows. The combined FDI stock of these two nations is about $2.7 trillion, about 
10 times that of India. 

 even smaller nations such as Singapore and Mexico have been more attractive for 
foreign investors wishing to buy or build factories and offices.  

 According to UNCTAD World Investment Report 2016 Singapore and Mauritius alone 
accounted for nearly three-fifths of total foreign equity investment in 
India.This means that there is potential for India to get more investments. 

 competition for FDI is intensifying. According to UNCTAD FDI flows into developed 
economies are expected to increase by as much as 52% share of global FDI will go 
to the rich world. 

 Labour issue: 
o key obstructer to entry of large, multinational firms seeking production 

locations that offer cheap, abundant labour advantages. 
 China : 

o China’s emergence as more of a source of FDI flows, rather than the 
destination it has been for over two decades. 

o Another is the increasing slant towards capital-intensive production replacing 
the traditional, labour-intensive industrialization that helped countries like 

http://www.insightsonindia.com/2016/06/22/6-indias-fdi-inflows-healthy-among-top-10-destinations-world-investments-still-small-compared-economy-global-scheme-things-ana/
http://www.insightsonindia.com/2016/06/22/6-indias-fdi-inflows-healthy-among-top-10-destinations-world-investments-still-small-compared-economy-global-scheme-things-ana/
http://www.insightsonindia.com/2016/06/22/6-indias-fdi-inflows-healthy-among-top-10-destinations-world-investments-still-small-compared-economy-global-scheme-things-ana/
http://www.livemint.com/Money/6bmWhmaP9Rf7aK3ToZhbMO/FDI-in-India-Still-a-long-way-to-go.html
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China to export their way out of poverty and which India also looked forward 
for  

 Lack of resource availability (physical and labor), productivity and workforce skills, 
and the development of the business value chain in India unlike China  

 Often, regulation allows only a minority investment for fear of losing domestic 
management control.  

o For example, FDI in insurance companies is permitted with restrictions on 
voting rights to ensure that management control of an insurance firm doesn't 
shift to a foreign entity 

 Infrastructural problems , bureaucratic hurdles and ease of doing business are 
deterrents for FDI 

 

Contrast view :- 
 

 With the change in the intellectual property policy of India the FDI inflows would 
further grow as this was one of the major onstructions for FDI entry. 

 However FDI is not a measure for economy's development . South Korea only has 
60%of India's FDI though it is a developed country . 

 Recent measures of liberalising FDI in many sectors can make India an attractive 
destination and trigger manufacturing which will boost employment and growth as 
well. 

 

Topic: Land reforms; 

Q) It is found that there has been increasing importance of landowning households that do 

not cultivate and a significant presence of urban households owning rural land in the agrarian 

economy. Examine how they are impacting agrarian economy. (200 Words) 

EPW 
Impact : 
Negatives: 

 If these households own cultivable land but do not cultivate the land ,this land would 

enter the tenancy market reflecting a low level of incentives to invest, and by 

implication low growth as well.  

 if these households convert land use from agriculture to non-agriculture, issues 

related to growth of the agrarian sector would prop up 

 indication of diversion of land from cultivation to non-cultivation  

http://www.investopedia.com/terms/v/valuechain.asp
http://www.insightsonindia.com/2016/06/25/7-found-increasing-importance-landowning-households-not-cultivate-significant-presence-urban-households-owning-rural-land-agrarian-economy-examin/
http://www.insightsonindia.com/2016/06/25/7-found-increasing-importance-landowning-households-not-cultivate-significant-presence-urban-households-owning-rural-land-agrarian-economy-examin/
http://www.insightsonindia.com/2016/06/25/7-found-increasing-importance-landowning-households-not-cultivate-significant-presence-urban-households-owning-rural-land-agrarian-economy-examin/
http://www.epw.in/journal/2016/25/commentary/importance-landowning-non-cultivating-households.html
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o these households are diversifying their land from cultivation to residential 

plots and reducing the cropped area. 

o With growing population food security could be a problem if this trend 

continues. 

 Leasing of land: 

o distress of the agricultural labour households is increasing and these 

households are converting themselves into cultivators by leasing in land in the 

general context of unviability of agriculture . 

 constrains the growth of the agrarian economy as these households have low 

incentives to invest in agriculture . 

 In the context of the above features and low opportunities for long-term movement 

of agricultural labour households outside agriculture ,the terms of 

employment/rent can be adverse to agricultural labour households and maybe 

generating “land hunger” for these households.This creates a long-term structural 

problem.  

 If the labour supplying households move out of agriculture it might generate labour 

scarcity leading to increase of wages and also necessitating re-allocation of primary 

input land. 

Positives: 

 A decline in the share of the farm sector would mean rise of artisan like households 

or others in rural areas . 

 An expansion of this non farm sector is seen as important source of reduction of 

poverty and absorption of surplus labour 

Fact: 

 Based on NSSO data, one gets an estimate that nearly 69.4% of urban households 

own land in rural areas . 
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Topic:  Agriculture issues;  

Q) What do you understand by climate smart agriculture? Illustrate with examples various 

techniques used in climate smart agriculture to combat climate change effects. (200 Words) 

Down to Earth 
Climate smart agriculture works on three parameters : 

 These are sustainably increasing agricultural productivity and farmers’ incomes, 

adapting to climate change and reducing greenhouse gas emissions (GHG), wherever 

possible. 

 Adaptation is the key when it comes to CSA. There is a need to transit to a more 

sustainable food system and mitigate climate change while at the same time adapt to 

climate change. 

 Communities that are highly food-insecure or particularly vulnerable to climate 

change will necessarily prioritise adaptation, but many of the changes they might 

make to enhance resilience will also increase productivity and efficiency of inputs 

(fertilizer and water use), and even have co-benefits for mitigation 

 Practices such as inter-cropping, multiple cropping and crop rotation are some of 

the practices farmers are using to fight climate change. 

 Around 41 per cent of GHG come from agriculture. There are a number of practices 

that can reduce emissions from agriculture. One is alternate wetting and drying of 

paddy. By reducing the frequency of irrigation (letting the fields drain periodically), 

methane emissions from flooded rice production can be cut in half,”  

 Another method that can work is increasing the productivity of milk and meat 

production. The livestock sector contributes to about 14.5 per cent of human-

induced GHG. 

 intensive farming system is the culprit as it involves mechanisation and use of 

fertilisers. The expert advocated a change in economic policies to stop plundering of 

natural resources, prevent water contamination and land degradation. 

 Emphasis was also laid on introducing nutrition indicators, by going beyond calories 

and promoting “from field to fork approach”. 

 Drip irrigation, rain water harvesting, watershed management etc. 

 

 

http://www.insightsonindia.com/2016/06/18/5-understand-climate-smart-agriculture-illustrate-examples-various-techniques-used-climate-smart-agriculture-combat-climate-change-effects/
http://www.insightsonindia.com/2016/06/18/5-understand-climate-smart-agriculture-illustrate-examples-various-techniques-used-climate-smart-agriculture-combat-climate-change-effects/
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Q) Critically discuss the challenges that face the government in its efforts to double farmers’ 

income in five years. (200 Words) 

The Indian Express 

Background: 

 NSSO survey for agri-year 2012-13: 

o It counts 9 crore agricultural households in India, with each earning on an 

average Rs 77,112 per annum. This was more than three times of what it 

earned in 2002-03, that is Rs 25,380. 

o In real terms however, the average agri-household’s income increased from Rs 

26,901 pa in 2002-03 to Rs 38,096 pa in 2012-13.  

 This means that it took about six years for nominal incomes to double and it would 

take about 20 years for real incomes to double. 

Challenges: 

 Lack of clarity : 

o The question is whether government is talking about nominal or real 

incomes.If real income then it is a daunting task and if it is nominal income its 

a relatively easy task. 

 with two-thirds of the country’s landholdings being marginal, the relevance of 
farming animals, rural non-farm activities, and wages and salary employment cannot 
be overstated.  

 agriculture will require an annual growth of 14.86 per cent per year for the next five 
years to double the income of farmers, and pointed out that this growth level hasn’t 
been achieved even for a single year in Indian agriculture. 

 increasing input costs, such as seeds, fertilisers and irrigation: 
o Profit margins of farmers are declining because of dropping farm productivity 

and a rise in input costs. 

 irrelevance of minimum support price, which the government pays farmers when it 
buys their crops: 

o There is very low awareness about MSP less than 25% of farmers on an 
average, while for some crops, less than 5% know about MSP. 

o Over the last three years, the MSP for all crops increased from up to 12% per 
year, compared with up to 42% in 2012-13, up to 53% in 2011-12, and up to 
39% in 2010-11. 

o MSP increases can fuel inflation—and, so, higher monthly expenses—in urban 
areas. 

 absence of market infrastructure, such as warehouses and cold storages 

http://www.insightsonindia.com/2016/06/20/7-critically-discuss-challenges-face-government-efforts-double-farmers-income-five-years/
http://www.insightsonindia.com/2016/06/20/7-critically-discuss-challenges-face-government-efforts-double-farmers-income-five-years/
http://indianexpress.com/article/opinion/columns/agricultural-policies-ill-equipped-indian-farmers-suicide-modi-government-2863359/
http://www.livemint.com/Money/pD6B5ii1UNnl03dzZCVgfO/Agriculture-inputs-Bruised-sentiments.html
https://rbi.org.in/Scripts/PublicationsView.aspx?id=16055
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o Regulatory barriers have constrained investments in agriculture markets 
and lowered capacity of farmers to be domestically and internationally 
competitive 

 Multiplicity of taxes under Agriculture Produce and Marketing Committee laws in 
various states have undermined interests of farmers and benefitted middlemen. 

 the fact that 85% of farmers do not benefit from insurance: 
o As many as 37.2 million farmers were covered under the three schemes 

National Agricultural Insurance Scheme, Modified National Agricultural 
Insurance Scheme and Weather Based Crop Insurance Scheme but only half of 
them benefitted from it. 

However government has taken many initiatives which would make the farmers income 
double in five years like : 

 Pradhan Mantri Fasal Bima Yojana- merges existing insurance schemes, reduces the 

premium to be paid by farmers and removes the limit on government subsidy to 

insurance. 

 Pradhan Mantri Krishi Sinchayee Yojana 

 soil health cards 

 organic farming 

 self-sufficiency in pulses and oilseeds 

 neem-coated urea 

 national agriculture market (eNAM) 

 Crop insurance schemes 

 what is sought to be doubled is the income of farmers, not output or value added or 

the GDP of the agriculture sector. If technology, input prices, wages and labour 

use could result in per-unit cost savings, then farmers’ incomes would rise at a 

much higher rate than the rate of increase in output. 

 Another very important source of an increase in farmers’ income is the relative 

increase in prices of farm products compared to non-agricultural commodities 

What should be done ? 

 future strategy for doubling incomes has to be bolder towards the livestock sector 
and towards Rural non farm activities employment. Skilling farmers and agri-
labour on a large scale will support this. 

 As cultivation of crops still continues to contribute most to an agri-household’s 
income, combining a productivity-augmenting drive with diversification into high-
value agriculture is necessary . 

https://www.rbi.org.in/scripts/BS_ViewBulletin.aspx?Id=13651%23F6
http://niti.gov.in/mgov_file/Raising%20Agricultural%20Productivity%20and%20Making%20Farming%20Remunerative%20for%20Farmers.pdf
http://pib.nic.in/newsite/PrintRelease.aspx?relid=134432
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 Building value chains for fruits and vegetables like aggregation of the produce at the 
village-level, grading and packaging it, and using the modern logistic network to 
distribute it can augment incomes in a sustainable manner. 
o Mother Dairy’s “Safal” is another good model to keep in mind in this regard. 

 National-level data reveals that  
o shifting to high-value crops can more than quadruple income from the same 

piece of land.  
o The second source is irrigation, which can double productivity. 
o The third source is better price realisation for farmers through competitive 

markets, value chains and improved linkage between field and fork. 
o The fourth source is an improvement in the terms of trade for agriculture.  
o The fifth source is technology upgradation.  
o Another important source is the shift of cultivators from farming to non-farm 

occupations. 

Topic: Irrigation systems 

Q) It is found out that rains may not impact food prices directly, but through their association 

with reservoir levels they would impact food prices. Examine how. (200 WOrds) 

The Hindu 

Reasons why rains association with reserviour levels impact food prices more than the 

direct impact of rains are : 

 The advantage of using reservoir data is that not only do they tell about rain that 
has just fallen, but also rain that was stored, especially from non-seasonal 
showers, which are becoming more frequent with climate change.  

 They also serve as a sort of proxy measure of groundwater levels. 
 Reservoirs tell not just about how much water has been stored, but also how much 

moisture there is in the soil when it is needed.  
 Finally, they also reflect cost of production directly, given that surface water 

irrigation (via reservoirs) is cheaper than groundwater irrigation  
 The data helps explain irregular years such as 2015 when monsoon rains were 

deficient and yet, food inflation remained contained. Perhaps it was the sufficient 
water stock in India’s reservoirs (6% above normal in the pre-monsoon month of 
May), which was due to the unseasonal rains from a few months before that 
helped keep food inflation low. 

 Similarly in the years such as 2008, 2010 and 2012 when monsoon rains were normal, 
but reservoir levels were in deficit and food inflation accelerated. 

 This year India is entering the season with a notable deficit in reservoirs (water levels 
were at 17% of capacity at the end of May versus 27% at the same time last year), 
early rains will matter much more than before. 

http://www.insightsonindia.com/2016/06/14/8-found-rains-may-not-impact-food-prices-directly-association-reservoir-levels-impact-food-prices-examine/
http://www.insightsonindia.com/2016/06/14/8-found-rains-may-not-impact-food-prices-directly-association-reservoir-levels-impact-food-prices-examine/
http://www.livemint.com/Opinion/OvuM9z8ErSWAufCqCTXsdN/Rains-reservoirs-and-food-prices.html
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Topic: Economics of animal rearing 

Q) In recent years, the Asia-Pacific region has overtaken Europe as the world’s largest milk 

producer, with India alone producing one in every five glasses of milk. How can India make it 

a viable business? Also examine why increasing milk production should be government’s 

priority. (200 Words) 

The Hindu 

Why increasing milk production should be government priority :- 

 Plays a vital role in improving child nutrition and boosting the livelihoods of 
smallholder farmers across the region  

 By the end of 2015, the Asia-Pacific region as a whole had achieved the Millennium 
Development Goal to reduce hunger and undernutrition by half in the past quarter 
century. Clearly, the increased consumption of dairy products in the region is one 
factor which has contributed to the overall success in improving nutrition. 

 Milk is rich in minerals like calcium, magnesium and zinc, among others. The wide 
range of vitamins and amino acids present in milk are important building blocks for 
cells, bones, and muscles. 

 More significantly, this industry grew with practically no subsidy from the 
government. About 33% of agri-GDP is dairy, and more importantly, we have about 
50% of people in agriculture.  

 Regarding the recent Budget the government’s aim is to double farmers’ incomes 
by 2022. It is impossible to do this without dairy. Dairy is a more equitable agri-
occupation. 85% of the small and marginal farmers in India own 45% of the land, but 
own 75% of the bovine. For a landless person, dairying is one of the best occupations. 

How can India make it a viable business ? 

 In fact, dairy is among the top three commodities produced in the Asia-Pacific region 
in terms of gross value worth more than U.S. $110 billion annually. During the next 
decade, it is expected that global production of milk will increase by more than 120 
million tonnes and two-thirds of this increase will come from the Asia-Pacific region. 

 The FAO is working with stakeholders in the dairy sector on a Strategic 
Development Framework in Asia and developing an action plan for implementation 
and improved collaboration among countries in the region as development of the 
dairy sector progresses.  

 It is expected that the private sector will play an increasingly important role in 
attracting private investment.  

 millions of smallholder farmers scattered across the region, including millions of 
women who contribute to this growing dairy sector, are treated fairly and that 
everyone involved is properly rewarded for their efforts. Improving the ability of 

http://www.insightsonindia.com/2016/06/02/7-recent-years-asia-pacific-region-overtaken-europe-worlds-largest-milk-producer-india-alone-producing-one-every-five-glasses-milk-can-india-make-via/
http://www.insightsonindia.com/2016/06/02/7-recent-years-asia-pacific-region-overtaken-europe-worlds-largest-milk-producer-india-alone-producing-one-every-five-glasses-milk-can-india-make-via/
http://www.insightsonindia.com/2016/06/02/7-recent-years-asia-pacific-region-overtaken-europe-worlds-largest-milk-producer-india-alone-producing-one-every-five-glasses-milk-can-india-make-via/
http://www.insightsonindia.com/2016/06/02/7-recent-years-asia-pacific-region-overtaken-europe-worlds-largest-milk-producer-india-alone-producing-one-every-five-glasses-milk-can-india-make-via/
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smallholders to organise themselves and attain greater bargaining power in the 
market place must be a core element of our work as we move forward. 

 Dairy can help in the ‘Make-in-India’, in the rural areas where most of the 
population lives, since you do not require much land. It can provide a livelihood 
source to the maximum people in rural India. 

 India has to deal with issues of low productivity, which emerge from some 
indigenous breeds and also from feeding challenges. 

 Another challenge is pressure on feed, fodder and water due to climate change. 
Processing and support infrastructure is far from adequate for growth of 19.6%.these 
need to be dealt. 

 For integrated animal husbandry development, there is a need for better hospital 
infrastructure, as also better extension services.  

o Departmental allocations – for farm development, for better quality of semen 
and artificial insemination, for improving the producer companies, for 
providing dairy infrastructure – have to go up, in order to double farmer 
incomes.  

o The targeted production growth will strain the feed and fodder situation. 

 With the Government promoting small banks dedicated to priority lending, purchase 
of cattle can be financed. The National Rural Livelihood Mission (NRLM) can provide a 
back-ended subsidy. 

  hydroponics which enables growing of 1 ton of green fodder / day in a controlled 
environment at significantly low cost in comparison to commercially procured green 
fodder can be encouraged. 

 Value chains will need to improve and India will also need to see improvements in 
productivity and competitiveness while introducing ways to reduce negative 
environmental impacts. 

Topic: Infrastructure – energy 

Q) India’s aspiration for minimizing the environmental cost to economic development by 

meeting 40% of its energy needs from non-fossil fuels by 2030 has implications both for 

solar companies and consumers. Examine what these implications are. (200 Words) 

Livemint 

Livemint 

Implications on the companies : 

 Has made India’s nascent solar power industry the destination for global investors, 

creating growth opportunities for a host of businesses in the entire electricity value 

chain. 

http://www.insightsonindia.com/2016/06/06/6-indias-aspiration-minimizing-environmental-cost-economic-development-meeting-40-energy-needs-non-fossil-fuels-2030-implications-solar-companies/
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 The massive scale-up of solar power generation capacity to 100 GW by 2022—which 

is twice the present output of China —comes as a stimulus to manufacturing 

equipment, panels and supply of services and technology used in the solar industry 

 will attract an investment of $140-160 billion over the next six years, out of which 

$100 billion will go to the solar industry. 

 Geographical factors : 

o The present demand for reliable power supply, 300 sunny days in a year and 

the scale and range of solar power applications make India an attractive 

destination  

 Can help make in India : 

o There are a host of products and system requirements to make solar energy 

usable and reliable, which can spawn productivity and boost the 

manufacturing sector.  

o Between the solar panel and the plug, there are several electrical components 

used and each is an opportunity to make quality equipment in India 

o Remote and on-site maintenance services for grid-connected as well as roof 

top solar power generators and micro-grids provide a huge opportunity for 

local manufacturing and supply 

 The unmet demand for electricity in remote villages, including where grid 

connectivity could get delayed due to the difficult terrain, is an area where many 

solar power businesses are finding a role to play. 

 see a rise of storage technologies, automation systems and a widespread service 

industry as distributed rooftop solar projects take off.  

o It will lead to the creation of a new ecosystem and support a vendor market for 

chemicals, glass and other materials used in solar manufacturing 

Concerns for the companies : 

 land acquisition delays being one of them: 

o Different rules and regulations in each state and further, so many approvals 

are required which are time-consuming and a challenge in timely execution of 

projects, 

 For bankers, the concern is whether the projects, which were won by companies at a 

less than Rs.5 per unit power tariff, will remain viable when the economic cycle 

changes. 

 Overly aggressive tariff bids lead to doubts in many companies where there will be 

sufficient profit for all.  

Implications on citizens : 

 These situations will be changed: 
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o Nearly 40 crore people in the country do not have access to electricity.  

o There are places where the grid is very unreliable.  

o Many people face up to 20 hours of power cut daily.  

o In such a scenario, a conventional power back-up system (such as inverters) 

has little use because it also needs power to operate.  

o Solar, on the other hand, is an alternative source of power as well as a power 

back-up. It is also cost-effective when compared to diesel generators, as a 10 

kilo volt ampere (kva) diesel generator consumes about two liters of fuel per 

hour 

o Replacing diesel generation sets with solar or natural gas based power is one of 

the pillars of India’s efforts to cut carbon emissions. 

 Su-Kam has installed more than 50,000DC solar systems comprising solar panels, 

batteries and electrical appliances that run on DC in remote areas of Uttar Pradesh. 

The excess electricity after using the appliances is stored in the battery for later 

use. Households that never had access to electricity earlier now enjoy 

uninterrupted power. 

 Setting up micro-grids with solar power or a combination of energy sources can help 

run agriculture pumps and charge e-rikshaws in remote villages as well as supply 

uninterrupted power to IT parks and industrial complexes 

Q) In recent years, Japan, China and Germany have been successful in generating most of 

their energy requirements from solar energy. What can India learn from these countries’ 

experiences in its ambition to install 100 GW of solar power by 2022? Examine. (200 Words) 

The Indian Express 

Fact : 

 By 2014, Germany had installed 38 GW, China 28 GW, and Japan 23 GW of solar 

power capacity. But, normalising these numbers with per million population of those 

countries clearly shows that Germany with 469MW/million population is way ahead 

of Japan with 181 MW/million and China at 20MW/million population.  

 India figures way below at just 2.32MW/million population 

 The government also wants to put in place 60,000MW of wind power capacity  

Lessons from other countries: 

 A key role was played by Feed-in-Tariffs (FITs) and guaranteed priority grid 

connections to renewable energy producers. 

o The renewable energy producers receive FITs, fixed per kWh for 20 years, 

which covers cost plus return on investment. The difference between FIT and 
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average electricity prices is applied as EEG surcharge to consumers as higher 

electricity bills, and not paid from public funds.  

o This surcharge acted as a catalyst to unleash a revolution of a sort such that by 

the end of 2013, 23 per cent of global residential rooftop and 37 per cent of 

global commercial rooftop installations were installed in Germany. 

o India’s situation: 

 Interestingly, India has a sort of FIT policy, but it is not mandated 

through priority grid access. It is left to the discretion of 

discoms/regulators. 

  India has followed a policy of outright capital subsidy on solar panels/ 

plants, which has varied over time from state to state as well as at the 

Centre.  

 In India with fast reductions in costs of solar power, average bids from the private 

sector have come down from Rs 6.8/kwh in 2014 to Rs 5.6/kwh in 2015 (ICRA).This 

is lower than the cost of thermal power which was about Rs 5.93/kwh in 2013-14 

(Planning Commission). 

o If India wants to unleash a revolution in solar power, the price at which 

governments should buy solar power for its grids should be the marginal costs 

of thermal plus at least 10-15 per cent. 

o  Once this is in place, one can quickly scale up to reach the target of 100GW. 

 Experiments in Japan, China, Germany, UK, etc have revealed that solar panels can 

be put along farmers’ fields without adversely impacting photo-synthesis of crops. 

o Gujarat is also looking at agro-policy whereby farmers can lease land to 

discoms for solar installations along with their crop cultivation and earn some 

income 

o Upfront capital costs for these can come from organisations like 

NABARD/other banks/corporate social responsibility/crowd funding, and 

international development organisations like GTZ of Germany. 

 Easy paperwork : 
o Germany has rules about solar panel installations. You can get a system 

installed almost immediately, and without paying for a bunch of paperwork.  

 More streamlined permitting works: 

o Germany and other countries have less bureaucratic interference in the solar 

power systems unlike India,US. 

o Clearances are not expensive. 

 Democratizing the grid gets residents informed and motivated about energy: 

o People become more interested in energy, more informed, more motivated to 
save energy and get involved in the politics of energy.  



  Secure Synopsis | June -2016 GS III 

©www.InsightsIAS.com  49 ©www.InsightsonIndia.com 

o Haryana has introduced mandatory rooftop solar installations for residential 

buildings, government and private educational, offices, private hospitals, 

nursing homes, malls, industrial and commercial establishments, hotels, 

banquet halls and tourist complexes meeting certain specifications. 

 Solar power brings down the price of wholesale electricity. 

 Even very grey places can generate a lot of solar power. 

o In fact, Germany has less in the way of solar resources and far less than most 
of India.  

 Provide consistent policy support and encourage innovation : 
o To ensure that future goals are met, policymakers will need to guarantee 

consistent, long-term policies to enable rapid development and support 
innovation. 

o Only a coordinated approach between Centre, states, corporate entities and 
civil society can help achieve large scale grid connected targets of 100GW 
capacity. 

Q) Do you think there has been a turnaround in the infrastructure sector – especially for poor 

households –  in India during last few years? Critically examine. (200 Words) 

EPW 
No turnaround :- 

 No other country or region in the world has more poor people under any globally 

accepted benchmark.  

o The core cause of this poverty is the lack of adequate access to land, water, 

energy, sanitation, health services, education, gender equality, livelihoods, 

housing and infrastructural services typically available to people in middle-

income countries. 

o The level of deprivation is well captured by India’s 130th rank among 188 

nations on the Human Development Index and her 55th rank among 76 

affected nations on the World Hunger Index.  

o India’s own assessment justifying the 2013 Food Security Bill showed that 

some 80% of her households, including half the urban households, depended 

on food subsidies to ensure food security—the most basic human need.  

 Per capita primary commercial energy consumption remains the single-most 

definitive indicator of a country’s economic and human development with an almost 

perfect correlation. 

o  India’s per capita primary commercial energy consumption is only 27.2% of 

the global average, about 22.6% of China and 6.7% of the United States.  
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o The numbers for relative per capita consumption of electricity, a secondary 

form of commercial energy, are marginally lower  

o Indians pay the highest prices in the world for all primary and secondary forms 

of commercial energy. 

 Rural electrification: 

o the question that arises is about the quality of assets that are being created 

under the rural electrification programme.  

o More importantly, the ground reality is that in many electrified villages, over 

half of the households do not have electricity.  

 Solar power: 

o it is unclear  that even if India achieve the targeted 40% non-fossil power 

generation capacity by 2030, including 2,30,000 megawatts of wind and solar, 

these two intermittent sources will provide just about 12% of the projected 

electricity demand by 2030.  

o About 80% of the projected demand for electrical energy by 2030 will still have 

to come from fossil fuels  

 Discoms: 

o Experts feel even though Ujwal Discom Assurance Yojana (UDAY) is much 

better designed than its two predecessors, UDAY will also fail because it falls 

well short of addressing the malaise that afflicts India’s power sector. 

o The average Indian bulk power tariff is among the highest in the world. Bulk 

power in India is at least 30% costlier than it should be. This is so because  

 the effective delivered cost of primary energy in the form of coal, the 

cheapest power generation fuel in India, at the burner tip is currently 

the highest in the world 

 capital outlays on conventional power and transmission systems are 

about 35% higher than comparable infrastructure elsewhere 

 despite being grossly inefficient by global standards everyone engaged in 

the electricity value chain, other than the discoms, extracts unjustified 

levels of profit.  

 power sector investments have been skewed towards generation projects. 

Transmission and distribution have received less than the technically optimal level of 

investment needed to support our power generation system.  

Turnaround in the infrastructure sector : 

 Roads: 
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o The government has achieved a breakthrough, unblocking previously stuck 

road projects, while also accelerating the initiation of new projects.  

o Of the total number of stuck projects worth Rs 3.8 lakh crore, this government 

has already unblocked Rs 3.5 lakh crore worth of projects.  

o Consequently, road construction has risen from 8.5 kilometres a day during the 

last two years of the previous government to 11.9 kilometres in 2014-15 and 

16.5 kilometres in 2015-16.  

o The construction of national highway projects awarded has risen from 3,500 

kilometres in 2013-14 to 8,000 kilometres in 2014-15 and 10,000 kilometres in 

2015-16. 

 Railways: 

o The average rate of expansion of tracks has risen to 7 kilometres per day 

during 2015-16 from 4.3 kilometres per day during the previous six years. 

o  Investment in railways during 2015-16 has been double the average during the 

preceding five years.  

o The government has approved the construction of the first high-speed rail 

between Ahmedabad and Mumbai, the modernisation of 400 major railway 

stations, the construction of dedicated eastern and western freight corridors . 

o Connectivity of the north-eastern region with the rest of India has received 

particular attention. 

 Civil aviation : 
o In domestic civil aviation, the total number of passengers carried has jumped 

from 66.4 million in 2014 to 80.8 million in 2015. 
o Internationally, the figure has increased from 16.9 million in 2014 to 18.4 

million in 2015. 
o Freight shows a more mixed picture, with domestic freight carried rising and 

international freight carried marginally declining  

 Ports: 

o Efficiency at major ports has improved, with operating profits shooting up 43 

per cent in 2014-15 over that of 2013-14 and 16.2 per cent in 2015-16.  

o In 2015-16, addition of 93 million tonnes to port capacity was the highest 

ever.  

o Imparting high priority to port-led development, the government launched the 

Sagarmala project aimed at modernising existing ports; improving port 

connectivity to roads, railways and inland waterways; and developing coastal 

economic zones.  

o Under the National Waterways Bill, 2015, cleared by the Cabinet, 106 

waterways will be declared national waterways compared with just five in the 

last 30 years. 

 Energy: 
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o The government auctioned coal blocks to alleviate the shortages. 
o  It transferred Rs 3.44 lakh crore of revenues over the lifetime of the blocks to 

the states containing those blocks; Rs 1,396 crore has already been transferred 
to these states. 

o Coal production has now acquired momentum, with the output rising by 32 
million tonnes in 2014-15 against the increase of 31 million tonnes in the 
previous four years taken together.  

o The government is also making steady progress towards underground coal 
gasification, with three lignite blocks identified as candidates. 

 Power: 
o In power, the government has already electrified 6,816 villages in the last two 

years compared with 5,189 villages in the three years before that.  
o Government is planning to bring electricity to the 12,000 villages or so that are 

yet to be electrified, by 2018.  
o the government has launched the Ujwal Discom Assurance Yojana to transfer 

75 per cent of the debt to state budgets, while leaving the rest for the banks to 
convert into loans or bonds.  

o The government has launched the Integrated Power Development Scheme to 
arrest future distribution losses. As part of it, underground cabling, end-to-
end metering and IT-enabled energy accounting are envisaged.  

o An amendment to the Electricity Act, 2003, approved by the Cabinet, will give 
consumers the option to choose from multiple suppliers of electricity. 
Expansion of transmission lines has been accelerated 30 per cent more in 
2014-15 than in 2013-14. 

 Solar power: 
o Solar power has received a major boost under the present government.  
o The process has gained more momentum recently, with 32 solar parks of 20 

Gw capacity approved in 20 states.  

 Oil and gas: 
o The recently adopted Hydrocarbon Exploration and Licensing Policy introduces 

a uniform and open acreage licensing policy.  
o It also provides for marketing and pricing freedom for gas from deep, high-

pressure and high-temperature fields. 
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Topic: Investment Models 

Q) Write a critical note on the National Infrastructure Investment Fund (NIIF) and its model 

of investment. (200 Words) 

The Indian Express 

Objective  

 The objective of NIIF is to maximise economic impact through infrastructure 
development in viable projects both greenfield and brownfield, including stalled 
projects, mainly in the core infra sector.  

 NIIF has been structured as a fund of funds and set up as Category II Alternate 
Investment Fund (AIF) under the Securities and Exchange Board of India ( SEBI) 
Regulations. Total corpus of the fund is Rs. 40000 Crore.   

 The government will invest Rs.20,000 crores into it from budget while the remaining 
Rs. 20,000 crores are expected to come from private investors. Government stake 
has been fixed at 49%.  

 NIIF is a fund of funds. This implies that there would be multiple alternative 
investment funds underneath the main fund. Examples of such funds include 
stressed-assets fund, renewable energy fund, brownfield projects fund etc. 

Success : 

 The international pension funds and sovereign wealth funds from Singapore, Russia 
and the UAE have showed interest to invest under the fund. NIIF and Russia’s 
RUSNANO OJSC have signed an MoU to set up the Russia-India High Technology 
Private Equity Fund for joint implementation of investments into projects in India . 

 MoU with Qatar -The NIIF shall share with QIA a pipeline of investment opportunities 
available in the infrastructure sector in India 

 Because of NIIF India is able to reduce dependence on traditional budgetary 
sources and raise external resources through smart leveraging. 

 The concept is also eminently amenable to monetising Indian government’s highly 
successful global outreach.  

 Given that India’s infrastructure spending at 6% of GDP is much lower than that of 
other emerging economies (China spends 9% of its GDP on infrastructure), NIIF will 
provide much needed capital to the sector.  

 On the equity side, given the sheer quantum of the sector’s requirements, domestic 
sources alone are not enough. On the other hand, international investors have been 
constrained by factors like aversion to development risk, inability to find diversified 
portfolios with good assets, valuation mismatches, etc.In view of this, an alternate 
pool of capital that provides long gestation capital will be welcome for the sector.  
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 Further, if NIIF is able to provide capital for greenfield projects and at costs that are 
closer to those generated by infrastructure as an asset class then it can make a 
significant impact. 

 NIIF should make a compelling case for all these investors because  
o this will be an opportunity to deploy large cheque sizes 
o over a diversified set of assets 
o which will have a stable cash flow profile  
o  cash flow generation will be over a long period of time. 

 Refinement in the Structure of NIIF carried out pursuant to discussions with 
investors will only add the benefits  

 Foreign investment in AIF will help NRI and institution participation that constitutes 
a big segment of investors being targeted by the AIF. The government has shown 
clear intent to reduce the administrative hassles for the foreign investors. 

 The government could raise 3-4 times of the equity from the markets and use the 
funds to get cash-starved projects moving alongside planning new investments.The 
government is likely to extend these funds to agencies like NHB (National Housing 
Bank) and Indian railways and these agencies would try to identify projects to 
invest this money into. 

 The alteration in the model is being made to allow the investors to invest in the 
individual projects is a welcome step. 

Concerns : 

 However, with such a large seed contribution from public finances, concerns are 
being raised as to whether the day-to-day functioning will indeed be impervious to 
investigations by Central Vigilance Commission, Central Bureau of Investigation and 
Comptroller and Auditor General.  

 With private sector facing capital constraints the contribution of 20000 crore by them 
is in question.  

 Mixed reaction from investors-vehicle and cement production rising whereas some 
sectors such as railway freight falling  
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Topic: Awareness in S&T in the fields of IT, Space, Computers, robotics, nano-technology, bio-

technology; Latest developments infield of S&T; Achievements of Indians in S&T 

Q) It is said that we are entering a golden era of innovation, which will radically increase 

productivity growth and improve the way we live and work. Has productivity increased with 

innovations? Examine the reasons. (200 Words) 

Livemint 

No productivity has not increased : 

 Innovations, many of which are already in play in our economies, have not yet led to 

a measured increase in productivity growth 

 There is always a lag between innovation and productivity growth. 

o  In the first Internet revolution, the acceleration in productivity growth that 

started in the technology sector spread to the overall economy only many 

years later. 

o This time, too, it may take a while for the new technologies to become 

widespread and lead to measured increases in productivity growth. 

 Some economists suggest that India is not correctly measuring the output of 

cheaper software—as opposed to hardware—and the many benefits of the free 

goods associated with the Internet.  

 Potential growth and productivity growth have actually fallen since the financial 

crisis, as ageing populations in most advanced economies and some key emerging 

markets combined with lower investment in physical capital have led to lower trend 

growth. 

 A persistent cyclical downturn or weak recovery  can reduce potential growth for at 

least two reasons.  

o If workers remain unemployed for too long, they lose their skills and human 

capital 

o Because technological innovation is embedded in new capital goods, low 

investment leads to permanently lower productivity growth 

 Moreover, innovation is disrupting almost every industry in every country. And the 

breadth and depth of these changes herald the transformation of entire systems of 

production, management, and governance. 

 Economists have pointed out that the 4threvolution could yield greater inequality, 

particularly in its potential to disrupt labor markets. 

o As automation substitutes for labor across the entire economy, the net 

displacement of workers by machines might exacerbate the gap between 

returns to capital and returns to labor. 

o Segregation in labor markets: 
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 With this revolution, it is also possible that in the future, talent, more 

than capital, will represent the critical factor of production.  

 This will give rise to a job market increasingly segregated into “low-

skill/low-pay” and “high-skill/high-pay” segments, which in turn will lead 

to an increase in social tensions. 

 The largest beneficiaries of innovation tend to be the providers of 

intellectual and physical capital—the innovators, shareholders, and 

investors which explains the rising gap in wealth between those 

dependent on capital versus labor. 

 As new technologies such as autonomous or biological weapons become easier to 

use, individuals and small groups will increasingly join states in being capable of 

causing mass harm. 

o This new vulnerability will lead to new fears. But at the same time, advances in 

technology will create the potential to reduce the scale or impact of violence, 

through the development of new modes of protection or greater precision in 

targeting. 

 Innovations will change not only what we do but also who we are. It will affect our 

identity and all the issues associated with it: 

o  our sense of privacy, our notions of ownership, our consumption patterns, the 

time we devote to work and leisure, and how we develop our careers, cultivate 

our skills, meet people, and nurture relationships. 

 Ethical confusions: 

o Also, the revolutions occurring in biotechnology, which are redefining what it 

means to be human by pushing back the current thresholds of life span, health, 

cognition, and capabilities, will compel us to redefine our moral and ethical 

boundaries too. 

Positives : 

 Advances in energy systems, transportation, communication, logistics, and a variety 
of other technological trajectories have greatly enabled an increased standard of 
living through advancing productivity. 

o For example drones  

 Moreover, innovation is important to help address global challenges, such as climate 
change and sustainable development. 

 OECD study – 
o Studies suggest that investment in R&D is associated with high rates of return.  
o And investments in software have also contributed significantly to business 

performance and economic growth, accounting for as much as one-third of the 
contribution of ICT (information and communications technology) capital to 
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GDP growth since 1995 in Denmark, France, the Netherlands, Sweden and the 
United States  

 Major emerging market economies are no longer simply low value added producers 
but are adding their weight to the creation and commercialisation of innovative 
products, processes and services. Trade data on the four most significant 
economies (Brazil, Russia, India and China; “BRIC”) show that these have become 
more active in higher technology industries over the past decade. 

 More innovation-friendly regulation, combined with lower barriers to trade and 
foreign direct investment would enhance competition and would foster the flow of 
technology and knowledge across borders. 

 Reform of labour markets, notably through well-designed employment protection 
legislation, would help firms to adjust and allow them to draw greater benefits from 
their investment in innovation and technology.  

 By gaining access to the digital world, consumers will be benefited in several ways. 
With the advent of new technology, we get to use more and more efficient 
products. 

 In the future, technological innovation will also lead to a supply-side miracle, with 
long-term gains in efficiency and productivity. 

 Transportation and communication costs will drop, logistics and global supply 
chains will become more effective, and the cost of trade will diminish, all of which 
will open new markets and drive economic growth. 

 

Q) Recently the Department of Science and Technology released the draft guidelines on 

regulation of nanotechnology. Analyse the objectives of these draft guidelines and issues 

associated with them. (200 Words) 

EPW 

Analysis of objectives :- 

Positives: 

 For the first time in India there have been guidelines monitoring nano technologies 
which also have impact on human health and environmental safety, with 
considerable scientific uncertainty regarding the risks.  

o These lay down the process for identifying hazards, caused to various organs.  
o These address the potential exposure pathways and concomitant safety 

measures to mitigate the same. 

 The draft guidelines, basically intended as standard operating procedure (SOP) for 
handling nanomaterials in research laboratories prescribe a combination of 
engineering controls, work practices and personal protective equipment as part of 
a robust exposure control strategy.  
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  The guidelines also lay down another set of best practices specifically pertaining to 
the making and handling of nano powders and use of products relating to food and 
healthcare.   

Negatives : 

 No concrete information given in the guidelines  

 They are just a start as they state till “a comprehensive regulatory framework is put 
in place.” 

Way ahead: 

 The EU has advocated an “incremental” approach deeming a separate regulatory 
framework infeasible, with the best recourse being to use existing legislative 
structures ,revisit them and where appropriate, amend them in order to deal with 
nanomaterials  

o  A similar approach may work well for India taking the particular case of the 
Manufacture, Storage and Import of Hazardous Chemical Rules, 1989 enacted 
under the Environment (Protection) Act, 1986, which is the primary 
legislation governing chemicals in India.  

o The Chemical Rules could be applied to nanomaterials but would require 
substantial amendments. 

 Nanomaterials are not a uniform class of materials and hence, may require to be 
regulated on a “case-by-case” basis, imposing a heavy burden on the regulatory 
structure.. 

 In addition to “command and control” regulation, a number of other approaches 
such as voluntary or self-regulation and informational regulation could help 
circumvent the challenges posed by the former.  

Q) Bringing down significantly the cost of access to space is a primary goal of space 

programmes around the world today. How it is done? Discuss with reference to ISRO’s recent 

achievement in this regard. (200 Words) 

Frontline 

Background : 

In terms of cost in space programmes the hardware accounts for about 80 per cent of the 
launch cost. The cost of the fuel itself is negligible. 

How is it done ? 

Conceptually, therefore, there are three strategies to reduce the cost/kg of payload mass 
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(i) Improve the payload fraction by adopting newer technologies and improving the 

overall efficiency of the system, including increasing the thrust of the vehicle by 

more efficient liquid fuel engines, such as semi-cryogenic and cryogenic engines 

(ii)  Recover the hardware and reuse for multiple launches. One concept that has 

been widely worked on in many countries is that of Reusable Launch Vehicles 

(RLVs). 

a. The approach to the RLV has been based on the concept of a spaceplane, a 

winged configuration aerospace vehicle as the launcher which, after 

completing its task, will “fly” back to the earth and land horizontally, much like 

an aircraft.  

b. America’s space shuttle and Russia’s Buran, both now discontinued, are 

perhaps programmes that came closest to achieving reusability in this form. 

c. While the efficiency of the vehicle increases if there are a larger number of 

stages, the reliability comes down because of the multiple ignitions and stage 

separations required. To increase reliability, and to bring down costs, the aim is 

to minimise the number of stages. 

(iii) Reduce the initial propellant loading by adopting newer combustion modes such 

as air-breathing ramjet/scramjet propulsions. 

India’s case :- 

 Almost all the India’s missions, including the Moon and Mars missions, have been 

executed at a fraction of the cost of similar missions by other space agencies. 

 It successfully launched RLV and returned a technology demonstrator of a winged 

RLV (RLV-TD) in a scaled-down configuration that flew in a hypersonic regime. 

 The current development cost for the RLV has been put at about Rs 90 crore. In 

contrast, the development cost of GSLV, including the Mk-III version, has been 

somewhere close to Rs 3,000 crore.  

 The mission was also “unique” because it was designed with the least cost 

implications to get the maximum data in a single mission itself. As many as 968 

measurements done on the spaceplane have given ISRO a wealth of data that makes 

it confident of the winged RLV technology. 

 The entire structure of the RLV can be used for future missions, thus substantially 

saving on the costs.  

 India has the natural geographic advantage by which the loss of payload can be 

minimised.  
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o Since the vehicle, after separation, will, in its natural course, fall close to the 

Andamans, it can be recoverd easily. Other countries do not have this 

advantage.  

o Depending on the orbit, the second stage too can be brought back if required 

with a parachute. That is going to bring down the cost drastically 

 For a real reduction in the cost of access to space, an improved winged first stage 

and a combination of propulsion modes which realise a positive T – D during the 

flight regimes involving air-breathing will be needed. ISRO itself is already working 

on an Advanced RLV (ARLV) concept.  

Q) Do you think recent innovations in technology have lifted standard of living in economies 

like India? What type of and in which sectors innovations are needed and why? Discuss. (200 

Words) 

The Indian Express 

Yes: 

 Advances in energy systems, transportation, communication, logistics, and a variety 
of other technological trajectories have greatly enabled an increased standard of 
living through advancing productivity. 

o For example drones  

 Moreover, innovation is important to help address global challenges, such as climate 
change and sustainable development. 

 OECD study – 
o Studies suggest that investment in R&D is associated with high rates of return.  
o And investments in software have also contributed significantly to business 

performance and economic growth, accounting for as much as one-third of the 
contribution of ICT (information and communications technology) capital to 
GDP growth since 1995 in Denmark, France, the Netherlands, Sweden and the 
United States  

 Major emerging market economies are no longer simply low value added producers 
but are adding their weight to the creation and commercialisation of innovative 
products, processes and services. Trade data on the four most significant 
economies (Brazil, Russia, India and China; “BRIC”) show that these have become 
more active in higher technology industries over the past decade. 

 More innovation-friendly regulation, combined with lower barriers to trade and 
foreign direct investment would enhance competition and would foster the flow of 
technology and knowledge across borders. 

 Reform of labour markets, notably through well-designed employment protection 
legislation, would help firms to adjust and allow them to draw greater benefits from 
their investment in innovation and technology.  

http://www.insightsonindia.com/2016/06/13/6-think-recent-innovations-technology-lifted-standard-living-economies-like-india-type-sectors-innovations-needed-discuss/
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 By gaining access to the digital world, consumers will be benefited in several ways. 
With the advent of new technology, we get to use more and more efficient 
products. 

 In the future, technological innovation will also lead to a supply-side miracle, with 
long-term gains in efficiency and productivity. 

 Transportation and communication costs will drop, logistics and global supply 
chains will become more effective, and the cost of trade will diminish, all of which 
will open new markets and drive economic growth. 

No: 

 Innovations, many of which are already in play in our economies, have not yet led to 

a measured increase in productivity growth 

 There is always a lag between innovation and productivity growth. 

o  In the first Internet revolution, the acceleration in productivity growth that 

started in the technology sector spread to the overall economy only many 

years later. 

o This time, too, it may take a while for the new technologies to become 

widespread and lead to measured increases in productivity growth. 

 Some economists suggest that India is not correctly measuring the output of 

cheaper software—as opposed to hardware—and the many benefits of the free 

goods associated with the Internet.  

 Potential growth and productivity growth have actually fallen since the financial 

crisis, as ageing populations in most advanced economies and some key emerging 

markets combined with lower investment in physical capital have led to lower trend 

growth. 

 A persistent cyclical downturn or weak recovery  can reduce potential growth for at 

least two reasons.  

o If workers remain unemployed for too long, they lose their skills and human 

capital 

o Because technological innovation is embedded in new capital goods, low 

investment leads to permanently lower productivity growth 

 Moreover, innovation is disrupting almost every industry in every country. And the 

breadth and depth of these changes herald the transformation of entire systems of 

production, management, and governance. 

 Economists have pointed out that the 4threvolution could yield greater inequality, 

particularly in its potential to disrupt labor markets. 

o As automation substitutes for labor across the entire economy, the net 

displacement of workers by machines might exacerbate the gap between 

returns to capital and returns to labor. 

o Segregation in labor markets: 
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 With this revolution, it is also possible that in the future, talent, more 

than capital, will represent the critical factor of production.  

 This will give rise to a job market increasingly segregated into “low-

skill/low-pay” and “high-skill/high-pay” segments, which in turn will lead 

to an increase in social tensions. 

 The largest beneficiaries of innovation tend to be the providers of 

intellectual and physical capital—the innovators, shareholders, and 

investors which explains the rising gap in wealth between those 

dependent on capital versus labor. 

 As new technologies such as autonomous or biological weapons become easier to 

use, individuals and small groups will increasingly join states in being capable of 

causing mass harm. 

o This new vulnerability will lead to new fears. But at the same time, advances in 

technology will create the potential to reduce the scale or impact of violence, 

through the development of new modes of protection or greater precision in 

targeting. 

 Innovations will change not only what we do but also who we are. It will affect our 

identity and all the issues associated with it: 

o  our sense of privacy, our notions of ownership, our consumption patterns, the 

time we devote to work and leisure, and how we develop our careers, cultivate 

our skills, meet people, and nurture relationships. 

 Ethical confusions: 

o Also, the revolutions occurring in biotechnology, which are redefining what it 

means to be human by pushing back the current thresholds of life span, health, 

cognition, and capabilities, will compel us to redefine our moral and ethical 

boundaries too. 

 disappointing productivity statistics and critics argue that the new technologies’ 
economy-wide benefits will remain limited.  

Sectors which need innovation and why : 

 In rich economies, consumers spend the bulk of their income on services such as 
health, education, transportation, housing and retail goods. Technological 
innovation has had comparatively little impact to date in many of these sectors 
even in India. 

o government services and healthcare, which together produce more than a 
quarter of GDP, have had virtually no productivity growth. 

 With foreign competitors looking at India as a large growth market, Indian companies 
are finding it difficult to source complete technologies from others. Even if available, 
they are often too expensive. And, with the growing emphasis on intellectual 
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property, the option of copying without paying is fraught with negative 
consequences. 

o In such a situation, innovation, at least at the system level, becomes 
inevitable. 

o  Take the case of Tata Motors and Mahindra, both of which decided to design 
and manufacture cars/SUVs of their own design in the late 1990s. Their 
solution was to work with multiple vendors from across the world who could 
provide them knowhow and designs for different sub-systems that go into a 
vehicle. Both Tata and Mahindra had to manage innovation at the system level, 
playing the role of a system integrator to make sure that all the sub-system 
designs they were sourcing meshed well with each other. 

 The desire for innovation in India has, thus, been driven by a search for low-cost 
solutions to public problems.  

 The main attractiveness of innovation is the evidence that such a trade-off is 
unnecessary.  

o This is most visible in the healthcare sector where Aravind Eye Care, Lifespring 
Hospitals and Narayana Hrudayalaya have shown that it is possible to achieve 
the best international quality in cataract surgery, obstetrics and cardiac 
surgery, respectively, at costs that are much lower than anywhere else in the 
world.  

 Several innovation leaders have taken this a step further by arguing for “good 
enough” solutions that permit steep decreases in costs, even if they don’t offer a 
perfect solution. Consider, for example, the Jaipur Foot, a prosthetic limb 
technology that costs 200 times less than the “latest” prosthetic options available 
in the developed world. This allows it to be offered to poor people for free. 

 States as diverse as Kerala, Tamil Nadu, Himachal Pradesh and Chhatisgarh have 
found ways to provide better public services to their citizens. Other States can learn 
from what these States have been doing. Yet, there will always be a need for 
adapting “best practices” to suit the local context.  

 Concerns: 
o The problem is that the flow of ideas is one-directional. Ideas from the West 

are absorbed and spouted in India as if they were divine truth, but there is 
absolutely no flow of ideas from Indian scholars to the West. 

 Companies—including Infosys—would rather follow Harvard 
professor Clayton Christensen’s model of disruptive innovation than 
Indian Institute of Management, Ahmedabad professor Anil Gupta’s 
“honeybee model of innovation” that may be better suited to India.  

o Today’s innovations pale in contrast to past technological revolutions in 
terms of their likely economy-wide impact. Electricity, the automobile, 
aeroplane, air conditioning and household appliances altered the way that 

http://www.livemint.com/Search/Link/Keyword/Infosys
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ordinary people live in fundamental ways. They made inroads in every sector 
of the economy.  

o Innovation thrives in a culture that is willing to take risks. For various reasons, 
however, in India there is a significant lack of appetite for risk 

What is needed? 

 Most importantly, the Indian entrepreneur needs freedom, which means, he or she 

must have the freedom to construct and choose from a set of entrepreneurial and 

innovation models—both from the West and India, and if necessary, from elsewhere. 

Restriction of business models to geographic regions or definitional paradigms or 

innovation ideologies is anathema to progress. 

Q) What do you understand by bitcoin and blockchain? Examine the implications of these 

technologies for banking sector. (200 Words) 

Livemint 

Background: 

 Bitcoin is a digital currency system that enables participants to create and transfer 

bitcoins using a blockchain which are the rails upon which the bitcoins are created 

and transferred. 

 A blockchain is just a record, a ledger of all bitcoin transactions that has ever taken 

place. 

o It is similar to a ledger that a bank would maintain to record all transactions of 

their customers.  

o However, that’s where the similarity ends. In a bank, the ledger is controlled 

by the bank itself. Only the bank can see the transactions. The bank has its own 

security and access system to secure the ledger and to enter transactions. 

o In the blockchain, a copy of the ledger file is shared between thousands of 

participants globally, also called miners.  

 New bitcoin transactions are added in the blockchain by a consensus of a majority of 

the miners.People do mining because they receive new created bitcoins in return for 

their efforts. Once a transaction is entered in the blockchain, it can never be erased 

or modified. 

Implications of Bitcoin and blockchain for banking sector : 

Positives: 

http://www.insightsonindia.com/2016/06/14/7-understand-bitcoin-blockchain-examine-implications-technologies-banking-sector/
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 People no longer have to rely upon the bankers who have been handling their 

money for generations to make a transaction. They can do it by themselves. So 

transferring funds becomes easy . 

 Fundamentally changes the financial services industry – by dropping the cost and 

complexity of financial transactions, making the world’s unbanked a viable new 

market, and improving transparency and regulation.  

  Due to a number of innovative technical protocols, the blockchain ledger has proven 

to be exceptionally accurate and secure. 

 Blockchain could reduce banks’ infrastructure costs by US$15 – 20 billion per annum 

by 2022. 

 Dozens of large financial institutions, including many of the world's major banks, 

have already launched initiatives to explore blockchain's potential 

o Financial institutions are exploring a variety of opportunities to use blockchain, 

including applications to improve and enhance currency exchange, supply 

chain management, trade execution and settlement, remittance, peer-to-peer 

transfers, micropayments, asset registration, correspondent banking and 

regulatory reporting. 

 Banks are now so interested in blockchain technology is they see it as a way to 

respond to the competitive threat that bitcoin poses to traditional money.  

o J.P. Morgan Chase and Citigroup completed a successful trial of blockchain 

technology for keeping track of credit-default swaps in April 2016, with a view 

of extending the technology out to credit-default swaps or even for tracking 

live trades. 

 However, because of the full public registration of the transactions, it would be 

easier for the authorities to trace the origin and destination of funds with Bitcoin 

than using more traditional schemes 

Negatives: 

 Since bitcoin became popular, it has undermined the authority of banks and 

financial institutions on the financial system.  

 The decentralized nature of bitcoin prevents any government and financial 

institution from acting as a trusted third party to facilitate transactions, instead, 

people who are part of the network themselves act as trusted third party. 

 The implementation of bitcoin creates a decentralized trust, which is a bank’s main 

asset. 

 It also challenges governments’ money-minting monopoly. 

 Although this technology is revolutionary and promising, it is very immature. Banks 

need to guarantee the security, robustness and scalability of our customers’ 

operations. 
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 There is still no legal framework protecting the rights of users of these technologies 

or overseeing the obligations of the institutions that use them. 

Q) Write a note on the vaccine-derived polio virus (VDPV) and the concerns around it. (200 

Words) 

Livemint 

Background : 

 Recently the Telangana government called for a special polio immunisation drive in 

Hyderabad, as part of preventive action after a surveillance study conducted by the 

World Health Organisation (WHO) found traces of vaccine-derived polio virus in the 

city. 

Vaccine derived polio virus: 
 

 In this the  source of the virus is the vaccine itself.  
 The oral polio vaccine called polio drops, which India deployed extensively to fight 

against polio, contain a live, attenuated or weakened polio virus.  
 When a child is vaccinated, the weakened vaccine-virus replicates in the intestine and 

enters into the bloodstream, triggering a protective immune response in the child.  
 Like wild poliovirus, the child excretes the vaccine-virus for a period of six to eight 

weeks.  
 Importantly, as it is excreted, some of the vaccine-virus may no longer be the same as 

the original vaccine-virus as it gets genetically altered during replication. 
  In areas of inadequate sanitation, this excreted vaccine-virus can quickly spread in 

the community and infect children with low immunity. 
 The cases of paralysis due to VDPV are rare as the virus has to circulate for a long 

time in the community of under-immunised population before it can infect and 
cause paralysis in someone.  

 Vaccine-associated paralytic poliomyelitis (VAPP) occurs in an estimated 1 in 2.7 
million children receiving their first dose of oral polio vaccine, according to the 
Global Polio Eradication Initiative. 

 There are three types of vaccine-derived poliovirus: 
   1. circulating vaccine-derived poliovirus (cVDPV) 
   2. immunodeficiency-related vaccine-derived   poliovirus (iVDPV) 
   3. ambiguous vaccine-derived poliovirus (aVDPV). 

Why is it a matter of concern ? 

 India reports high number of non-polio Acute flaccid paralysis or paralytic cases in 
children who are less than 15 years of age, which the study links to the VDPV.  

http://www.insightsonindia.com/2016/06/20/8-write-note-vaccine-derived-polio-virus-vdpv-concerns-around/
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 Oral polio vaccine has been the mode to give vaccine all over India . This complicated 
the issue further. 

 Sanitation and sewage problem in the Indian cities is enormous . This can trigger 
vaccine derived polio virus. 

 The lower the population immunity, the longer these viruses survive. The longer 
they survive, the more they replicate, change, and exchange genetic material with 
other enteroviruses as they spread through a community.In a country with the 
highest malnutrition children India has a great challenge ahead to control this virus. 

 Once wild poliovirus transmission has been stopped globally, the vaccine-viruses will 
be the only source of live polioviruses in the community and could potentially lead 
to the re-emergence of polio. 

Q) ISRO is planning and gearing up to test a scramjet engine based on air-breathing 

propulsion. Write a note on this technology and its applications. (200 Words) 

The Hindu 
Scramjet engine based on air breathing propulsion:- 

 While conventional rocket engines need to carry both fuel and oxidiser on board for 
combustion to produce thrust, scramjets obtain oxygen from the atmosphere by 
compressing the incoming air before combustion at hypersonic speed. 

  The scramjet engine can also liquefy the oxygen and store it on board. 

 Obviating the need to carry oxygen, the lift-off mass is considerably reduced, thereby 
enhancing the payload capacity. 

 Challenges: 
o maintaining combustion in supersonic conditions poses technical challenges 

because the fuel has to be ignited within millisecond 
o Difficult / expensive testing and development 
o Very high initial propulsion requirements 

Applications: 

 Space agencies across the world are focussing on the development of scramjet 
technology because it contributes to smaller launch vehicles with more payload 
capacity and promises cheaper access to outer space. 

 may first see use on launchers to low-Earth orbit 

 Military applications in the next 5 to 10 years include future scramjet cruise missiles, 
which will are mostly to be fielded by the U.S. military.  

 Scramjet speeds could reach 15 times the speed of sound. An 18-hour trip to Tokyo 
from New York City becomes a 2-hour flight. 
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Topic: IPR related issues 

Q) “The National Intellectual Property Rights Policy seeks to enhance creativity. However, it 

pays scant regard to experience that shows that the intellectual property rights route has 

rarely enhanced creativity. The policy should be seen in the context of the Indian 

government’s attempts to address US concerns.” Do you agree with this assessment? 

Critically comment. (200 Words) 

EPW 

Yes the assessment is right: 

 There is no mention at all of the use of critical safeguards in India’s patent law such 

as compulsory licences, parallel imports or support for patent oppositions.  

o Therefore, it seems there was some truth in reports that talked about India 

assuring the US industry that compulsory licences will no longer be issued in 

the country.  

 Indian applicants lead in the matter of trademark applications and not patents.  

o Out of the 1,79, 317 applications in 2010–11, the class consisting of “medicinal, 

pharmaceuticals, veterinary and sanitary substances” accounted for 31,634—

17.64%. 

o An analysis shows that the number of design patents to the Indian assignees, 

as provided in the US system, was as low as 271. Thirty-three percent of design 

patents came from the jewellery and ornament sectors.  

 The policy has to be seen in the context of the pressure from the United States (US) 

government under the country’s Special 301 law. 

o  It should also be viewed in the context of the Trans-Pacific Partnership (TPP) 

gaining in favour amongst Ministry of Commerce and Industry officials. The 

partnership has several TRIPS (Trade-Related Aspects of Intellectual Property 

Rights)-plus provisions.  

 A vast majority of patents obtained by CSIR (2001–10) have not been able to 

generate licensing revenue to the extent of covering even 4%–5% of the cost 

incurred on the filing of patents by the CSIR.  

 Indian industry and R&D organisations are not at the stage of development 

wherein the patent strategy is going to yield much return 

 While the policy speaks of promoting free and open source software, it could have 

given a genuine boost to the idea of open source in the areas of software, seeds 

and creative publishing had the government announced a public procurement policy 

in order to encourage open source in software  
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No it enhances creativity : 

 The policy adopts an IP maximalist agenda of maximum possible incentive for IP 

owners to drive the future course of development of industry, publicly-funded 

research and development organisations, educational institutions and government 

departments.  

 its impact is expected to be felt in sectors as diverse as pharmaceuticals, software, 

electronics and communications, seeds, environmental goods, renewable energy, 

agricultural and health biotechnology, information and communication.  

 The policy focuses on improving the output of national research laboratories, 

universities, technology institutions and researchers by encouraging and facilitating 

researchers to work for the acquisition of IPRs  

 The policy proposes to establish and strengthen IP facilitation centres as nodal 

points in industrial and innovation university clusters  

Topic: Conservation 

Q) The Global Environment Facility (GEF) has set up a new fund named Capacity-Building 

Initiative for Transparency (CBIT) fund. Examine the objectives, design and significance of this 

new Fund. (200 Words) 

Down to Earth 
Objective : 

 The Global Environment Facility (GEF) has set up capacity building initiative for 

transparency fund to help developing countries monitor and report the progress on 

their climate actions domestically.  

 GEF established this in response to a decision during COP21 in Paris for an urgent 

reporting-related mechanism, including through voluntary donor contributions.  

 Aims are : 

o Strengthen national institutions for transparency-related activities in line with 

national priorities 

o Provide relevant tools, training and assistance for meeting the provisions 

stipulated in Article 13 of the Agreement 

o Assist in the improvement of transparency over time. 

Design : 

 A number of donor countries have expressed their support for the new fund. This 

includes pledges of US $15 million from the United States, $14 million from the 
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United Kingdom, and $4 million from Canada. Others, including Germany, Italy and 

New Zealand have expressed their intentions to announce pledges of support in the 

near future.  

 The World Bank has been invited to serve as the trustee for the CBIT Trust Fund. 

Significance :- 

 Many developing countries still lack the necessary capacity to effectively monitor and 

report their progress vis-a-vis national greenhouse gas emission reduction, and track 

progress made in the implementation of their Nationally Determined Contributions, 

or NDCs 

o This initiative also aims to strengthen national institutions for transparency-

related activities in line with national priorities by helping countries track their 

progress according to their Nationally Determined Contributions (NDCs). 

 Helps to build on the momentum created by the SDGs and Paris and strengthen this 

emerging global movement for safeguarding the global environmental commons.  

 Brings both developed and developing countries together in the fight against 

climate change harmoniously with developed countries taking the lead. 

 Can ease the financial burden on the developing countries as now their budget can 

be focussed on developmental issues. 

Q) More radical options such as removing greenhouse gases from the atmosphere and 

storing them underground are being explored to mitigate climate change effects. Discuss any 

such recent technology available. (200 Words) 

Down to Earth 

Carbon sequestration : 

 Most CO₂ sequestration projects inject and store “supercritical CO₂”, which is CO₂ gas 

that has been compressed under pressure to considerably decrease its volume. 

  However, supercritical CO₂ is buoyant, like a gas, and this approach has thus proved 

controversial due to the possibility of leaks from the storage reservoir upwards into 

groundwater and eventually back to the atmosphere. 

 

Carbfix project :- 

 Successful trial converting carbon dioxide (CO₂) to rock and storing it underground in 

Iceland. 
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 In this process first CO₂ is dissolved in water to create sparkling water. This 

carbonated water has two advantages over supercritical CO₂ gas. 

o First, it is acidic, and attacks basalt which is prone to dissolve under acidic 

conditions. 

o Second, the CO₂ cannot escape because it is dissolved and will not rise to the 

surface. As long as it remains under pressure it will not rise to the surface  

 Mineralisation of CO₂ requires basaltic rocks because these types of rocks are rich in 

the metals required to form carbonates and bind the CO₂. 

o The mineralisation process removes the crucial problem of buoyancy and the 

need for permanent monitoring of the injected CO₂ to stop and remedy 

potential leakage to the surface, an issue that supercritical CO₂ injection sites 

will face for centuries or even millennia to come. 

 Problems: 

o On the downside, CO₂ mineralisation with carbonated water requires 

substantial amounts of water. 

o However, there is no shortage of seawater on the ocean floor or continental 

margins. Rather, the costs involved present a major hurdle to this kind of 

permanent storage option, for the time being at least. 

 What is needed? 

o It means that as long as there are no financial incentives such as a carbon tax 

or higher price on carbon emissions, there is no real driving force for carbon 

storage, irrespective of the technique used. 

Q) Critically comment on recommendations of the Shailesh Nayak Committee on the review 

of the Coastal Regulation Zone Notification. (200 Words) 

The Hindu 
Coastal Regulatory Zone notification has been amended 25 times since 1991. Last one was 
in 2011. Shailash Nayak committee was formed to review 2011 guideline. Coastal 
management deals with sustainable development, livelihood of local communities. 

Shailesh Nayak committee formed in 2014 amidst rising state concerns over procedural 
delays and complications over coastal zone regulations. 

It tried to strike a balance between environment and economy, criticized waste 
dumping, sought to increase local governance powers and reduce regulatory powers of 
the Centre. It focuses on promoting tourism, port development and infrastructure. It 
divides the areas and 
1. CRZ 1: Delineate Ecologically Sensitive Zone and prepare coastal zone plan under 
Environment Protection act 1986. 

http://www.insightsonindia.com/2016/06/27/6-critically-comment-recommendations-shailesh-nayak-committee-review-coastal-regulation-zone-notification/
http://www.insightsonindia.com/2016/06/27/6-critically-comment-recommendations-shailesh-nayak-committee-review-coastal-regulation-zone-notification/
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2. CRZ 2: Allow housing development and slum rehabilitation. 
3. CRZ 3: Differentiate between dense and lightly populated areas and No Development 
Zone be 50m for dense and 200m for lightly dense, from High Tide Line. 
4. CRZ4: Allow sea reclaim. 

Some concerns regarding suggestions are: 
1. No consultation with coastal communities. 
2. Allows land reclamation for infrastructure projects which may allow exploitation. 
3. Allows temporary tourist facilities in No Development Zone and even permanent 
structures on landward side of National and State highways. 
4. The report itself was kept secret and ordered to be released under RTI. 
Thus the recommendations may have an effect on booming real estate, commercial 
development of area, displacement of local communities, etx. 
 

Topic: Environmental pollution and degradation,  

Q) A recent report published by the Food and Agriculture Organization (FAO) of the United 

Nations says that public–private partnerships can significantly contribute to sustainable 

agricultural development in developing countries. Discuss. (200 Words) 

Down to Earth 
Benefits : 

 Public–private partnerships in agriculture have the potential to modernise the sector 

and provide numerous benefits to smallholder farmers 

o  Findings show that when well-designed and monitored, agri-PPPs can help 

them adapt to changing agrifood systems. 

 Along with PPPs, e-agriculture strategy can also help countries boost agricultural 

development by improving farmers’ access to vital information. 

 Partnerships can help in four areas: 

o develop agricultural value chains 

o conduct joint research focusing on innovation and technology transfer in 

agriculture 

o  build and upgrade market infrastructure  

o  deliver business development services to farmers and small and medium 

enterprises. 

 Findings from the review show that in several cases agri-PPPs helped to increase on-

farm productivity for smallholder farmers through the increased adoption of new 

technologies, improved market access through closer relationships with agribusiness 

http://www.insightsonindia.com/2016/06/18/6-recent-report-published-food-agriculture-organization-fao-united-nations-says-public-private-partnerships-can-significantly-contribute-sustainable-agricultural/
http://www.insightsonindia.com/2016/06/18/6-recent-report-published-food-agriculture-organization-fao-united-nations-says-public-private-partnerships-can-significantly-contribute-sustainable-agricultural/
http://www.insightsonindia.com/2016/06/18/6-recent-report-published-food-agriculture-organization-fao-united-nations-says-public-private-partnerships-can-significantly-contribute-sustainable-agricultural/
http://www.downtoearth.org.in/news/public-private-partnerships-can-help-achieve-sustainable-agricultural-development-goals-54436
http://www.downtoearth.org.in/news/e-agriculture-can-drive-rural-development-boost-agriculture-54079
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firms, reduction in post-harvest losses and guaranteed markets for farmers through 

contract-farming agreements. 

 Environmental benefits were also reported in some cases where the PPPs lead to a 

reduction in the use of chemicals, reduced energy consumption and water savings 

through improved on-farm management practices 

 In Asia and Latin America, PPPs have long been applied in advanced agricultural 

research and development projects. These projects aim to address the complex 

problems limiting productivity gains such as pest and disease outbreaks, climate 

change impacts, post-harvest losses, poor product quality and food safety. 

 partnership project from Pakistan that developed a drought-resistant wheat variety 

adapted to suit a specific geographical area where food security was a problem for 

the rural poor. 

 When it comes to small-holder farmers, several partnerships have showed the 

evidence of positive impacts on their net income. 

 Partnerships on agriculture can help improve the access of poor, smallholder 

farmers to access productivity-enhancing technologies by ensuring that these 

technologies move from the pilot stages to commercialisation and are made available 

to them in remote rural areas at affordable prices. 

Challenges: 

 A certain level of pre-existing skills and assets are required for smallholders to be 

suitable candidates for participating in agri PPPs. The results are, therefore, less 

promising in terms of the impact on the poorest farmers where this approach is 

unlikely to be suitable 

 Legislation and regulation concerned with protecting land rights, enforcing contract 

farming agreements, protecting intellectual property, ensuring food safety and 

sustainable natural resources management are all critical for the successful 

implementation of agribusiness PPPs. 

 There is often a lack of experience on both sides and limited guidance and support 

provided to public and private partners during the design phase of PPP projects. This 

means that important issues such as conflict resolution, risk sharing and mechanisms 

to protect small farmers are often overlooked. 

Way ahead : 

 build closer ties with agribusiness firms in a more equitable way under the guidance 

and support of the public sector and NGOs. 
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 Both public and private partners need to be held accountable for the roles they play 

in agri-PPPs. Public partners, in particular, need to uphold their roles as regulators 

and ensure transparency and due diligence when selecting private partners for 

inclusion in projects.  

 Strategies such as improving the affordability and access to agricultural insurance 

schemes for farmers as part of the PPP design, ensuring responsible contract farming 

agreements and providing business management training to farmer organisations 

and small and medium enterprises so that they can negotiate with agribusiness firms 

as more equitable partners are vital in ensuring successful PPPs. 

Topic: Environment Impact Assessment (EIA)  

Q) Recently, the Ministry of Environment, Forest and Climate Change (MoEF) issued a draft 

notification seeking to amend the Environment Impact Assessment (EIA) of 2006, allowing 

those who violate this law to continue work with an Environment Supplement Plan (ESP). 

Critically discuss the importance of EIA process and the implications of the new amendment. 

(200 Words) 

The Hindu 

Background: 

 The Ministry of Environment, Forest and Climate Change (MoEF) has issued a draft 

notification seeking to amend the Environment Impact Assessment (EIA) of 2006, 

allowing those who violate this law to continue work with an Environment 

Supplement Plan (ESP). 

 An Environmental Supplemental Plan (ESP) is an environmentally beneficial project or 

activity that is not required by law, but that an alleged violator of Environmental 

Impact Assessment Notification, 2006 agrees to do to be eligible for environmental 

clearance. 

Implications of this amendment: 

Positive: 

 The decision was mooted after hundreds of builders across the country felt helpless 

after the NGT  order in 2015 condoned the post-facto clearance for the projects. This 

has put a lid on several under-construction residential projects and thousands of 

crores of investment.  

 Ministry felt it is necessary to bring these violators under the purview of EIA 

Notification, 2006 early rather than leave them unregulated and unchecked, which 

will be more damaging to the environment. 

http://www.insightsonindia.com/2016/06/20/6-recently-ministry-environment-forest-climate-change-moef-issued-draft-notification-seeking-amend-environment-impact-assessment-eia-2006-allowing-violate/
http://www.insightsonindia.com/2016/06/20/6-recently-ministry-environment-forest-climate-change-moef-issued-draft-notification-seeking-amend-environment-impact-assessment-eia-2006-allowing-violate/
http://www.insightsonindia.com/2016/06/20/6-recently-ministry-environment-forest-climate-change-moef-issued-draft-notification-seeking-amend-environment-impact-assessment-eia-2006-allowing-violate/
http://www.insightsonindia.com/2016/06/20/6-recently-ministry-environment-forest-climate-change-moef-issued-draft-notification-seeking-amend-environment-impact-assessment-eia-2006-allowing-violate/
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 With this and other draft notification recently proposed to do away with the current 

environmental regime where builders had to obtain prior environment clearance 

from the Union government for projects exceeding 20,000 square metres of built-up 

area. Once these amendments are notified, the builders need not obtain EC for 

projects whose build-up area was up to 1.5 lakh sqm. 

Negative:  

 Government seeks to provide an ESP for projects that have already initiated 
construction activity and expansion before going through an EIA process. It merely 
ends up providing illegally operating project developers an ESP as a license to 
violate. 

 The ESP will draw up an assessment and cost of damages which the project 
developer is expected to pay up.  But as seen in the case studies of the fine of 
Rs.200 crore on the Adani SEZ in Gujarat, or Rs.5 crore for the Art of Living event 
on the Yamuna floodplains projects don't pay up. Even if they pay the 
government’s ability to use these resources to restore the environment, or provide 
justice to affected people not very satisfactory . The Comptroller and Auditor 
General’s report on how the money has been spent is an eye opener. 

 By killing the EIA process, it is the government that will lose its claim to sustainable 
development. 

 Experts fear if the draft is notified it would reverse the good work done by NGT so 
far. 

 notification is silent on the quantum of penalty when the ‘polluter pays’ norm is 
invoked 

EIA: 

 The EIA process has its origins in the 1992 Rio Earth Summit to balance 
environmental concerns and economic needs. 

 In India, it has been in place since 1994 and is also called the environment clearance 
process.  

 It is the law that mandates that detailed studies be carried out before implementing 
projects that carry social risks and could damage the environment.  

 The studies are discussed at public hearings before being evaluated by a set of 
identified experts who then recommend a decision to the Ministry or State 
government on the project. 

Importance of EIA: 
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 the EIA process has been the only official forum to bring to view the fact that land 
and water are not simply resources to be allocated to thermal power plants, 
ports, and mines.  

 As more and more projects have been proposed on forests, common lands, coastal 
areas, and freshwater lakes over the years, citizens have brought to bear on this 
clearance process, values of aesthetics, attachment, sustenance, risk and 
trusteeship. 

Concerns due to EIA : 

 Because of the importance given to this type of assessment decision-making was 
complicated on big-ticket projects due to which it was considered as a hindrance  

 As a result, cases have piled up in courts, especially at the National Green Tribunal 
(NGT) that was set up to look into complaints regarding the environment clearance 
process. 

 the lack of timely availability of reliable and authentic environmental data has been a 
major bottle neck in achieving the full benefits of EIA. Because of this it takes more 
time to generate environmental impact assessments and receive timely 
environmental clearances from regulators 

Topic: Role of external state and non-state actors in creating challenges to internal security.  

Q) In recent months, lone wolf terrorist attacks are increasing in their frequency around the 

world. Examine their causes and suggest how India should prepare itself to avoid such 

attacks. (200 Words) 

The Hindu 

IDSA 

Causes: 

 Radical influence : 

o Attacks may also result from their larger disillusionment or anger with 

society, which is fuelled by a radical ideology that encourages the use of 

violence to rid the world of its ills or seek revenge for the perceived injustice 

towards people of a certain religion.  

o past cases suggests that these were either related to psychological problems 

of individuals or the influence of closed sects, as in the case Frazier Glenn 

Miller in the US in 2014 for instance. 

o IS group has turned to ‘do-it-yourself’ terrorism, which is hard to predict and 

deadly in its outcome as such terrorism rests on locally based unknown 

assailants with no prior criminal records. 

 Gun control : 

http://www.insightsonindia.com/2016/06/14/6-recent-months-lone-wolf-terrorist-attacks-increasing-frequency-around-world-examine-causes-suggest-india-prepare-avoid-attacks/
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o The current gun sales environment in the U.S. allows such people to have 

licensed weapons, which often include assault rifles  

o Nationally, the lack of gun-control measures allowed him to acquire the 

means to carry out the attack. 

 Linked to a deeply held belief of injustice along with a loss of faith in the societal 

fabric.  

 Lone wolf terrorism is caused by relative deprivation. 

o  In their social exclusion, lone individuals feel deprived of what they perceive 

as values to which they are entitled, and form grievances against the 

government responsible for their unemployment, discrimination and 

injustices.  

How should India prepare itself to avoid such attacks ? 

 Keeping recruitment under check : 

o While India has not experienced a lone wolf terrorist strike, there have been 

cases of recruitment for propagating the IS ideology and participating in the 

ongoing conflict in Syria. 

 Rather than viewing this as a threat that needs to be eliminated, there is a need to 

see it as an ailment that requires professional care and support.  

 The approach must follow the sequence of awareness of the contagion, detection 

of potential and existing recruits and finally remedial action. 

 There is a need to focus attention on potential target groups through monitoring 

and infiltration of social media sites that are the principle source of radical 

propaganda. 

 Big data analytics must be used to discern the level of radicalisation of potential 

recruits, their networks and sources of information, funding and leadership in order 

to help unravel the roots of radicalisation. 

 The police and intelligence services need to be trained and equipped to handle the 

vital aspect of rolling back radicalisation in society.  

 Helplines should be created and manned by professional counsellors and 

psychologists who can help reverse the process as part of the efforts of Non-

Governmental Organisations (NGOs) supported by the state. 

 The hardened ideologues must be prosecuted under the counter terrorism laws of 

the state. 

 The need for regular revision and tightening of laws to ensure that terrorist groups 

do not find loopholes and misuse of laws. 
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Q) Do you think Al-Qaeda is a spent force and poses less threat to world peace? Analyse how 

ISIS differs from Al Qaeda. (200 Words) 

The Hindu 

Yes AlQeada is a spent force : 

 The Islamic State (IS) has, in many ways, overshadowed al-Qaeda as the world’s most 

serious terrorist threat.  

 Western security officials now view IS as the greater danger to their domestic 

security, especially because of its mastery of social media and its ability to recruit 

thousands of disenchanted young Muslims into its ranks 

 Overall, IS has displaced al-Qaeda as the dominant force in international jihadism.  

No, AlQaeda is still valid : 

 The al-Qaeda still poses a danger to the West, West Asia and the wider Muslim 

world. In recent years, it has become more active in Yemen and has established a 

strong affiliate in Syria, the Jabhat al-Nusra, which is a dominant force among the 

jihadists fighting the regime of Syrian President Bashar al-Assad. 

 It’s essential not to underestimate al-Qaeda’s ability to evolve and adapt to a new 

landscape — as it has done before. When the U.S. invaded Afghanistan in October 

2001 to drive out the ruling Taliban movement that sheltered bin Laden and his 

supporters, the al-Qaeda was temporarily thrown off balance. It quickly regrouped, 

dispersing its surviving members, distributing its ideological tracts and terrorist 

techniques to a wider audience on the Internet, and encouraging new recruits to act 

autonomously under its banner. 

 Even while in hiding, bin Laden and his top lieutenant, Ayman al-Zawahiri, freely 

addressed their supporters through dozens of videos, audiotapes and Internet 

statements. They helped inspire hundreds of young men to carry out suicide or 

conventional bombings in Iraq, Saudi Arabia, Egypt, Jordan, Morocco, Spain, Turkey 

and Britain. 

Differences between the two groups: 

Near enemy vs far enemy: 

 the latter wants to overthrow what it views as the corrupt and “apostate” regimes of 
West Asia — the “near enemy”. But in order to do so, al-Qaeda’s leaders focussed 
on the “far enemy:” the U.S. and the West. 

 In targeting the U.S., the al-Qaeda believes it will eventually force Washington to 
withdraw its support for the autocratic Arab regimes and abandon West Asia entirely. 

http://www.insightsonindia.com/2016/06/15/5-think-al-qaeda-spent-force-poses-less-threat-world-peace-analyse-isis-differs-al-qaeda/
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  But the IS does not subscribe to al-Qaeda’s vision and instead it mainly focusses on 
the “near enemy” — meaning the so-called apostate regimes in Syria, Iraq and other 
parts of the Arab world. So far, IS has been more successful in its strategy, which 
relies on capturing and holding territory. 

Motivation: 

 ISIS, unlike al-Qaeda before it, has placed a heavy emphasis on motivating individuals 
to kill outside organized plots. 

  It has encouraged lone wolves like Omar Mateen, who have no formal links to the 
organization to just go kill people and say they acted in the Islamic State’s name. 

 ISIS has correctly recognized that this kind of attack is nearly impossible to detect in 

advance, and causes levels of panic in the target state that are wildly 

disproportionate to the actual damage done. 

 "What ISIS understands, more than al-Qaeda before, is that even fairly limited acts of 

violence can be very terrorizing,"  

Different tactics: 

 Since 2013, IS and al-Qaeda have been competing for funding, recruits and prestige 
— and they often argue over tactics. IS leaders prefer the wholesale slaughter of 
civilians, as epitomised by recent attacks in Paris, Baghdad, Beirut and elsewhere. 

Geographical expansion: 

 By late 2014, the IS seized large chunks of territory in Syria and Iraq. The group then 
proclaimed a caliphate in the territory under its control, and named its leader, Abu 
Bakr al-Baghdadi, as caliph and “leader of Muslims everywhere”. 

 The IS established a regional base that has allowed it to govern territory, train 
thousands of fighters and generate income from illicit trade in oil and other resources 
— all on a scale larger than anything al-Qaeda has achieved.  

 With its self-declared caliphate, the IS has gained control of more resources and 
generated more income than the al-Qaeda. The IS generates money by selling oil and 
wheat, imposing taxes on residents of the territory it controls, and through extortion. 

 Al Qaeda and its affiliates remain a threat to the U.S. homeland, while the Islamic 

State’s danger is more to the stability of the Middle East and U.S. interests 

overseas.  

 The two groups’ preferred tactics reflect these strategic differences. Al Qaeda has 

long favored large-scale, dramatic attacks against strategic or symbolic targets: The 

Islamic State evolved out of the civil wars in Iraq and Syria, and its tactics reflect this 

context. The Islamic State seeks to conquer; thus it deploys artillery, massed forces,  
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Income: 

 In 2014, ISIS raked in about $2 billion, according to the U.S. Treasury Department. 
That included $500 million in oil sales in the black market, and up to $1 billion in cash 
stolen from banks while the group made its initial march across Syria and Iraq. By 
contrast, the al-Qaeda has historically relied on donations from wealthy individuals, 
especially in the Gulf states. 

Other differences: 

 The IS has also established a larger recruitment effort and more sophisticated social 
media presence than al-Qaeda’s. 

 The two organizations differ on the main enemies, strategies, tactics, and other 
fundamental concerns. As a result, the threat they pose to the United States differs 
as well. 

Q) Examine the challenges posed by lone wolf terrorists. Do you think strict gun control 

regime would deter such attacks? Comment. (200 Words) 

The Hindu 

Background :- 

 In 2016 alone, there have been 694 terrorist attacks across the world in six months, 

including those carried out by violent non-state actors.  

 Out of these, at least 31 were classified as lone wolf attacks, i.e. actors acting 

allegedly by themselves without any tactical or financial support from an 

established insurgent group or international terrorist organisation. 

Challenges: 

 lone wolf-style attacks are on the rise, as they remain an efficient way of 

disseminating terror in hard-to-access places for terrorist groups like the Islamic 

State (IS).  

o IS group has turned to ‘do-it-yourself’ terrorism, which is hard to predict and 

deadly in its outcome as such terrorism rests on locally based unknown 

assailants with no prior criminal records. 

o Lone wolves typically remain off the security radar, and, even if flagged and 

questioned, like Omar Mateen was in 2013, they do not have enough of a 

record to facilitate any preventive measures. 

o They are not an integral part of any organised hierarchical structure that 

classifies itself as an insurgent group and do not receive training and finances..  
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 In the U.S. lone wolf-style attacks have involved all types of people from different 

ethnic identities. They are not carried out specifically by people belonging to one 

religious or ethnic group. The one thing that they all have in common though is 

“group hate”.  

o Most such assailants are anti-government, anti-women, anti-people of colour, 

or anti-gay. They are all self-radicalised, in some cases, pledging allegiance to 

groups (like the Ku Klux Klan) to which they have no tangible connection 

 people self-radicalising towards an extremist ideology by accessing material on 

social media or by connecting with preachers and espousers of such ideology 

through such media. 

 Mass shootings statistics-there are a disproportionately larger number of such 

incidents in the U.S.  

o In 2016 alone, there have been 136 mass shootings.  

o One of President Barack Obama’s greatest challenges has been putting in 

place gun-control measures.  

Does strict gun control curbs the attacks ? 

Yes: 

 A renewed assault rifles ban could have made it harder for lonewolf to buy an AR-

15. The sale of the same military grade rifle is banned in the U.K., for instance, and 

mass shootings are far fewer. 

 The current gun sales environment in the U.S. allows such people to have licensed 

weapons, which often include assault rifles  

  Nationally, the lack of gun-control measures allowed him to acquire the means to 

carry out the attack. 

 It would note that although Mateen bought his gun legally, a large percentage of 

"lone wolves" — terrorists with no formal link to any militant group — have criminal 

records. Universal background checks might block future lone wolves who fit the 

pattern from getting a gun. 

No: 

 gun control have been limited to introducing background checks on suppliers, similar 

checks on organisations buying guns and giving schools and police more resources to 

fight gun violence. These were not enough . 

http://georgetownsecuritystudiesreview.org/wp-content/uploads/2015/08/NCITF-Final-Paper.pdf
http://georgetownsecuritystudiesreview.org/wp-content/uploads/2015/08/NCITF-Final-Paper.pdf
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Q) The U.S. State Department’s annual Country Reports for 2015 released recently highlights 

the growing decentralised and diffused nature of terrorism globally. Discuss its features and 

strategy needed to fight decentralised terrorism. (200 Words) 

The Hindu 
Decentralised terrorism or Lone-wolf attacks refer to the increasing trend of terror attacks 
being carried out in recent times by individuals who are influenced by the ideology of 
oragnizations like the IS, al-Qaeda etc. 

The attackers receive little or no help from the organizations in planning and implementing 
the attacks. As such, it is becoming increasingly difficult to track down the attackers or 
prevent them from unleashing terror. 

Strategy to deal with it: 

1. Lone wolf attackers are mainly influenced by the radical ideology spread by the 
organizations through internet. Thus stricter vigil on cyber security may help the law-
enforcing agencies to keep them in check; care also needs to be taken to prevent radical 
elements in society from fueling communal tensions + allaying minority fears 
2. Since the attackers do not receive any organizational help from the terror outfits, making 
it difficult for them to procure weapons may help in preventing the attacks. The US debate 
on arms regulation is a case in point. 
3. In case of Africa, some success in controlling such lone wolf attacks have been attained 
thorough prompt sharing of information between intelligence agencies, especially travel 
information feed through commercial airlines and railway networks. Its Passenger Name 
Record (PNR) which makes it mandatory for airlines to share the names of the passengers 
with the authorities before the flight takes-off. These efforts need to be built upon and 
scaled on continental and global levels. 
4. Also as seen in the Brexit debate, stricter norms for immigration across countries may 
help in preventing terrorists from entering the countries. 
Increased international diplomatic pressure on countries which host terror organizations 
providing leadership and guidance to such lone wolf attackers  
5. Lastly, typical socio economic profile of individual attackers – mostly citizens, poor 
childhood, violence in family and community, unemployment, lack of quality education – 
points to need for greater focus on inclusive developmental programs, adequate 
representation all sections in government power structures and bringing marginalized 
sections into manifold economic progress. 

This kind of terrorism presents a unique problem for the world as a whole with potential for 
far greater casualties. It needs joint efforts from all concerned stakeholders on a much 
higher scale than ever before. 

http://www.insightsonindia.com/2016/06/28/5-u-s-state-departments-annual-country-reports-2015-released-recently-highlights-growing-decentralised-diffused-nature-terrorism-globally-discuss-features-strate/
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6) “..playing with extremist groups for short-term goals is invariably counterproductive in the 

long run.” Discuss how true is it in Turkey’s case? Examine what lessons should India’s 

neighbours should draw from Turkey’s experience. (200 Words) 

The Hindu 
THE SUPPORT 
Extending support to extremists group to gain benefits in the short run , has been a 
dangerous choice made by the nations. Turkey's support to IS is a case in point. By avoiding 
border control and border sealing it helped the terrorist group to smuggle oil and receive 
monetary benefits. Thus making the group even stronger. But the growing strength of 
extremist group, has even made Turkey a victim of their terrorist operations. The suicide 
attack in Turkey signifies the same. 

LESSONs TO BE LEARNT 
Indian neighbouring countries like Pakistan, Myanmar have been resorting to such 
activities and should take a note of it. 

PAKISTAN 'S ANTI INDIA RHETORIC 
The anti India stance has made Pakistan to sponsor terrorism in India, but today the country 
itself is a victim of such activities carried out by TTP. The turkey experience should be a eye 
opener for Pakistan, which today has made even a strong developed country like Turkey a 
victim. And Pakistan which is still battling with issues of economic development should 
rather give away the support extended to extremists. 

MYANMAR'S INSECURITY 
The country stands sandwiched between China and India which has led to its insecurity. 
Thus in quest to support China, it has been providing shelter to militant groups in North 
east. Though this stance was adopted by the military backed junta, the newly 
democratically elected government should take a strong note which would be beneficial for 
the country affected by ethnic conflicts. 

Terrorism menance has to be fought by coordination with al countries rather than using 
them as proxy against each other to satisfy the rivalries. 
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Topic: Linkages between development and spread of extremism   

Q) Do you think left wing extremism in India is shrinking in its space and activities? Critically 

discuss. (200 Words) 

Livemint 

Yes it is shrinking: 

 Left-wing extremism (LWE) in India has more or less ceased to be a national 

problem: 

o  Over the past two years, there has been a significant drop in the extremists' 

ability to orchestrate violence, and consequently, extremism-related deaths 

have decreased.  

o A far cry from its domination over nearly one-third of the country's 

geographical expanse, the influence of the Communist Party of India-Maoist 

(CPI-Maoist) is now confined to only five states of the country. LWE has now 

become a regional problem, mostly limited to India's eastern board. 

 CPI-Maoist's central committee resolution that was adopted in early 2013 spoke 

specifically about how the mass base and recruitment abilities of the outfit has 

decreased in the Dandakaranya area.  

o Maoist leaders acknowledged the loss of considerable number of party leaders 

at all levels starting from the central committee to the village level party 

committees and weakened movement in rural plains and urban areas. 

 Success of counter-insurgency operations continue in states like Bihar and 

Jharkhand. 

o discomfort regarding the use of drones and helicopters by the security forces 

that further titled the balance in favour of the state,  it also appears extremely 

disturbed about the probable use of aerial attacks on its facilities in the 

Dandakaranya area. 

 The surrender of a large number of Maoist cadres has been projected as a key to the 

declining strength of the outfits and also as a reflection of a growing disenchantment 

with the ideology of mindless blood spilling among the extremists. 

o According to available data, 11,608 CPI-Maoist cadres surrendered between 

2010 and 2015.  

 Attacks were carried out mostly on its near enemy, i.e. the security forces and the 

civilians intruding into its sphere of influence, whereas the far enemy, i.e. the 

government structure removed from the conflict zone, has remained unscathed.  

 In response, both the Central and State governments were focused on two-pronged 

approach – security and development  with moderate success.  

o On the security front, the Union government has been supplementing the 

efforts of States that included  
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 providing Central Armed Police Forces (CAPFs) and Commando 

Battalions for Resolute Action (CoBRA) 

  sanction of India Reserve (IR) battalions 

  setting up of Counter Insurgency and Anti-Terrorism (CIAT) schools 

  modernisation and upgradation of the state police and their 

Intelligence apparatus under the scheme for Modernisation of State 

Police Forces (MPF scheme) 

  re-imbursement of security related expenditure under the Security 

Related Expenditure (SRE) Scheme  

 filling up critical infrastructure gaps under the scheme for Special 

Infrastructure in LWE affected States. 

 this led to shrinking left wing extremism  
o Developmental funds: 

 On the development front, funds were allocated to the LWE-affected 

States under various Central Schemes like  

 the Backward Regions Grant Fund 

 Mahatma Gandhi National Rural Employment Guarantee Scheme 

  Prime Minister’s Gram Sadak Yojna 

 National Rural Health Mission 

 Ashram Schools 

 Rajiv Gandhi Grameen Vidhyutikaran Yojna  

 Sarva Siksha Abhiyan.  

 In addition, the Government was implementing the Integrated 

Action Plan (IAP) to address development deficit in public 

infrastructure and services in 82 selected Districts.  

 There was no paucity of funds.  

No, Maoists still have influence: 

 Chhattisgarh accounts for 43 per cent of the violent LWE activities. In 2015, against 

the general trend of declining Maoist violence, the state registered a significant 

increase in extremism-related incidents over the previous year from 326 to 488. 

  According to the security establishment, the rise in incidents is due to the proactive 

operations undertaken by the security forces, especially by the District Reserve 

Group (DRG). 

 In 2015, 168 civilians and 58 security forces were killed in LWE-related violence 

across the country.  

o Of the slain civilians, 92 were termed as police informers by the extremists and 

killed as part of its campaign to establish a complete dominance over the area.  



  Secure Synopsis | June -2016 GS III 

©www.InsightsIAS.com  86 ©www.InsightsonIndia.com 

 Destroying of schools, roads, health centres and mobile towers are other 

components of this strategy. While targeting the security forces, the extremists 

resort to morale boosting pre-planned attacks that result in heavy casualties.  

o The January 2016 attack in Palamu, Jharkhand, which killed seven security 

force personnel, and the April 2015 attack in Sukma, Chhattisgarh, in which 11 

police personnel died, are examples. 

 However, even with its current weakness, the outfit's capacity to hold on to its 

strongholds would pose the real challenge to the Indian state 

 At the same time, the left-wing extremists have successfully managed to penetrate 

into some of the states of the northeast and south of India and into few of the 

urban areas. 

o  In 2013, the Maoists continue to push the boundaries of the ‘Red Corridor’ 

and set up support bases in upper Assam and some of the tribal areas in the 

hilly interiors.  

o The Maoists have also been trying to extend their presence in southern India, 

especially around tri-junction of Tamil Nadu-Kerala-Karnataka.  

o As far as urban areas are concerned, significant Maoist activities, especially of 

its front organisations, have been reported from places like Delhi, the National 

Capital Region (Gurgaon, NOIDA), Mumbai, Chennai, Kolkata etc. 

 However, though less in numbers, the attacks by Maoists have been intense and 

brutal. Example the incident in 2013 which wiped out the top congress leaders in 

chattisgarh. 

What can be done ? 

 In fact, weakness of the adversary must not lead to a state of complacency facilitating 

a extremist revival.  

 A nuanced policy of making security force operations accountable and governing 

the reclaimed areas well would form the basis of a future free from extremism. 

 the administrative apparatus should work overtime to ensure that all socio-

economic development and poverty alleviation programmes are implemented with 

high efficiency and honesty and within an urgent timeframe.  
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Topic: Various Security forces and agencies and their mandate 

Q) The deadly fire at the Central Ammunition Depot (CAD) in Pulgaon in May has raised 

questions about the quality and manufacturing process of explosive TNT (trinitrotoluene). It 

has also raised questions about overlapping hierarchies and systemic deficiencies in defence 

production establishment.  Discuss the issue and remedies. (200 Words) 

The Hindu 
The Pulgaon CAD fire not only led to tragic death of 19 military and civil personnel, it also 
raised the apprehension of the civilian population of the contiguous area. The loss of 
ammunition is of special concern as numerous reports point to the decreasing level of 
wartime reserve of ammunition. The tragedy has raised a few questions, 
1) QUALITY AND MANUFACTURING PROCESS: The anti-tank mine (ATM) casing was faulty. 
The result was that TNT leaked out. 
2) FAILUR OF QUALITY ASSURANCE: Controllerate of Quality Assurance (CQA) should not 
have claered the mines for supply to the Army. This points towards a weak system of 
procurement. 
3) OVERLAPPING RESPONSIBILITIES WITH INORDINATE NUMBER OF LEVELS: The CAD had 
flagged its concern over defective ATMs way back in 2010. Its correspondence went went 
back and forth between the various stakeholders involved: the Army, the Armament 
Research and Development Establishment (ARDE), the High Energy Materials Research 
Laboratory (HEMRL), the Ordnance Factory Board and the Defence Ministry. 

Still more embarrassing is the FAILURE OF LEGISLATIVE SAFEGUARD. CAG’s reports had 
pointed of low quality in the ATMs in 2014 and again in 2015. Parliament definitely failed 
in taking the government to task. This lack of oversight definitely aided the disaster. 

Remedies suggested: 
a) Simplifying the hierarchy in the entire supply chain. 
b) Giving sufficient time for CAG reports to be discussed in Parliament. 
c) Establishing a Standard Operating Procedure to deal with such problems in future. 
d) As far as possible, handling of armaments and explosives need to be autamatized. 
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