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To the Aspirants

The UPSC Civil Services Mains Examination is not merely a test of knowledge but a challenge of
precision, clarity, and smart revision. In the vast syllabus of General Studies Paper lll, the Economy
section continues to play a decisive role in boosting overall marks. Recognizing this, VISION IAS
brings to you the Mains 365- Economy, a meticulously curated document designed to serve as
your ultimate revision companion.

This document is not just a compilation of current affairs—it is a strategic tool crafted to help
aspirants enhance answer quality, incorporate current economic developments with conceptual
clarity, and fetch those crucial extra marks that often make the difference in final selection. With
issue-based categorization, value-added insights, and model-ready content, this compilation
allows you to revise comprehensively and quickly, even during those intense last few days before
the exam. Designed to be exam-centric, crisp, and insightful, Mains 365 Economy is your shortcut to
smart preparation and strategic edge in the examination hall.

Let this be your go-to guide—for clarity, for revision, and for success.

\.

Q.1 Why do even well-read aspirants struggle with GS-lil Economy?)
< Fragmented Sources: Jumping between multiple sources creates confusion

= Static-Dynamic Disconnect: Knowing theories without real-time examples
makes answers shallow.

- Data Fatigue: Facts are abundant, but few know where and how to use them
effectively.

< Concept Cramming: Without analytical framing, even the best data fails to
impress UPSC.

Mains 365 Economy is built to solve these.

Q2. Why this document is your edge in GS Paper-Ill Economy? )

- It mirrors UPSC’s demand for interlinked, analytical answers—e.g., how the gig
economy links to social security, or how WPI base revision shapes inflation debates.

- Every topic from Public Investment to Land Reforms, from FDI to Skill India—is mapped ¥
to current affairs with a clear Context->Analysis>Way Forward/Conclusion
framework.

Infographics, Tag tables, and data boxes help you recall faster and write sharper,
especially under time pressure.

Generd! studies |

Q3. How does it enhance answer writing?)

Let's take a Question: “Discuss the significance of Microfinance Institutions (MFIs) in O
driving socio-economic transformation in India’s informal economy. What are the key i
challenges they face in fulfilling this role? Suggest suitable measures to enhance

their effectiveness.”

Answer: Mains 365 — Economy enables you to answer such questions with ease and
precision. For instance:
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INTRODUCTION CAN BE ADDED FROM HERE:

3.4.2. 50 YEARS OF MICROFINANCE

Why in the News?

Self Employed Women’s Association (SEWA) Bank, started in Gujarat in 1974 as a cooperative bank
marks the completion of 50 years of microfinance institution (MFI) in India.

BODY PART-1 FROM HERE:

What is microfinance?

+ Definition: Microfinance, also called microcredit, is a banking service targeting poor households and
small enterprises in rural areas.

e Services: Providing credit to poorer households and small enterprises, but many also take deposits,
some MFIs offer other financial services, such as insurance, or advice and training to their clients.

Significance of microfinance in India

« Poverty Alleviation: NABARD through SHG Bank Linkage Programme which is the largest
microfinance programme in the world, empowers 17.8 crore households through more than 144 lakh
SHGs.

+ Entrepreneurship Promotion: 46% of microfinance loans are provided to families having monthly
income less than Rs. 20,000, for working capital for their income generating activities and assets.

¢ Empowerment of Women: 88% of SHGs linked to banks being women-led. E.g., Kudumbashree in
Kerala

* Financial Inclusion: Microfinance fills the gap left by traditional banks.

o Client of MFIs had grown substantially within the last ten years touching 140 million families in FY
2024.

+ Social Impact: E.g.. Ujjivan Small Finance Bank Chote Kadam initiative, has made significant
contributions to the healthcare sector by renovating multiple Primary Health Centres (PHCs) and
hospitals.

BODY PART-2 FROM HERE:

Challenges in Microfinance in India

¢ Over-Indebtedness: 8-10% of the sector's total assets under management (AUM) is linked to
borrowers with more than four lenders. Micro credits are also charged at higher interest rates.

¢ Multiple Regulator: MF Banks in India are regulated by the RBI, State governments through State
Cooperative Societies Acts (for cooperative banks) regulate microfinance cooperative banks and
cooperative societies.

¢ Lack of collateral and risk of default: Increases NPAs.

« Sustainability of Microfinance Institutions: Striking a balance between social impact and financial
sustainability is an ongoing challenge as very few MFI are actually profitable.

INFOGRAPHICS FOR VALUE ADDITION:

LR . . - 0.
| Initiatives Undertaken to Promote Microfinance | =
® ®) ® & @)
SHG-Bank Linkage: MUDRA Yojana: NBFC-MFI Flexibility: RBI Framework NABARD
Promotes Offers collateral-free | RBI(2014) allowed (2022): Defined Refinance:
production-based | micro credit up to NBFC-MFls to act as microfinance Provides
lending among ‘ 220 lakh for small Business loans and long-term
SHGs. businesses. Correspondents. repayment norms. | financial support
to MFls.

\— —
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WAY FORWARD FROM HERE:

Way forward

* Limiting the number of lenders per borrower to three from four: Cap outstanding loans per
borrower at Rs 2 lakh from Rs 3 lakh.

* MFis can be classified under various sectors: such as affordable housing, climate action, water and
sanitation, to usher in holistic development at the bottom of the financial pyramid.
industry.

*» Learning from best practices: Southern states including Tamil Nadu, Karnataka, and Kerala have
well-developed microfinance distribution networks, making microfinance operations easier.

Conclusion

The 50-year journey of microfinance in India reflects its transformative role in poverty alleviation. women
empowerment, and financial inclusion. Going forward, a more sustainable, tech-driven, and regulated
microfinance ecosystem will be crucial to deepen its impact on India’s socio-economic development.

Result? You don't just answer the question—you demonstrate policy awareness, data precision, and
UPSC's desired multidimensional thinking.

y

Q4. What makes it ‘exam-ready’?

- GS-ll-Aligned Structure: Each chapter aligns with syllabus heads—Growth,
External Sector, Fiscal Policy, Agriculture, Infrastructure etc.

< Ready-to-Quote Facts: E.g. 7.7 million workers engaged in gig economy;
Agriculture contributes ~16% of the country's GDP etc.

< Comparative Insights: Global innovation Index rankings, middle-income trap
issue, Nobel Prize in Economics all explained in usable formats.

Q5. What's the last-mile benefit in exam hall? )

When others are thinking "what to write,” you'll already be structuring your 250-word
answer with impact. Mains 365 is built not just for coverage, but for retention, recall, and
razor-sharp delivery.

Final Word

Treat this document as your answer bank. Use it to enrich your notes, simulate questions, and visualise answers
in UPSC language. Remember—when content meets clarity and context, marks follow.

Let this be your economic toolkit—not just for the exam, but for the future administrator in you.
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1. SNAPSHOT OF INDIAN ECONOMY

11.1. INDIAN ECONOMYAT A GLANCE I
: ®°
Indian Economy
& Key Economic Indicators
National GDP External Trade Unemployment Debt Poverty
At current prices, India’s exports Unemployment India's external India’s extreme
India’s GDP is reached USD rate in India for debt is usd 717.9 poverty, fell
estimated at 331.03 | 778.21billion in April 2025 was billion in sharply from 16.2
lakh crore in 2023-24. 5.1% as per december 2024. % in 2011-12 to
2024-25. - monthly Periodic | The external just 2.3 % in
India’s goods
Currently its world’s trade deficit Labour Force det,’t to GDP 2022-23 (WB).
fourth-largest narrowed to $21.88 | SUVeY (PLFS). rgtl:: stood at
economy billion in May 2025. 10.1%.
\
Sectoral Composition of Nominal GVA in FY 2024-25
Public Administration, Agriculture, Livestock, | Mining & Manufacturing | Electricity, Gas, Water
Defence & Other Services Forestry & Fishing Quarrying 2% | 14% Supply & Other Utility
15% 18% Services 2%
Construction Trade, Hotels, Transport, Communication & Services Financial, Real Estate &
9% related to Broadcasting 17% Professional Services 23%
N
4 K Key Goals
Government has | India has targeted to Foreign Trade Government Government aims
set a goal of become third largest Policy 2023 aims | aims to raise per | to reach a fiscal
becoming a economy witha GDPof | to boost India’s capitaincome to | deficitlevel
developed $5 trillion by 2027-28 exportstoUSD2 | $4,418 from below 4.5% of
country by 2047. | and $7 trillion by 2030. | trillion by 2030. around $2,500. GDP by 2025-26.
e
£ @ Key Constraints
A large debt | Risks emanate | Increased Artificial Availability of | Other
stock and from higher geoeconomic Intelligence talented and | challenges
interest global crude fragmentation poses a big appropriately | include digital
burden and and slowdown of | challenge as 40% | skilled divide,
persist. commodity hyper-globalisat | of global workforce to | infrastructural
prices. jon. employment is the industry. deficit.
L exposed to Al.
45 way Forward A
Cautious Increase Improve Diversify Streamline |Integrate Increased focus
fiscal policy | public central export tax system |Indian on the
diminishing |investmentin | bank’s basketand | with low economy in | Manufacturing
government'’s | infrastructure | monetary reduce rates, a the global | sector, aiming
elevated debt | and policy commodity |thorough value chain | to make Indiq,
and interest | incentivise effectiveness | dependency | assessment | through a global
burden. private to effectively | to shield the |and specialisatio| manufacturing
infrastructural | manage economy rationalisati | n and value | hub.
investment. inflation risks. | from global | on of tariff | addition
shocks. structure. activities.
v
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11.2.f ?2f KEWENAOGOONOA xWNA E[ §A~ Nf §

Why in the news?
f~[ W P¥aget DT Wwewi YTerUsBRADEDIVLRE O WIEWK 2 Haqe l-didlidel ¢ Ut n
Technology Frontierk O

More on News:

Structural Transformation: Transition of an economy from low productivity and labouintensive economic
activities to higher productivity and skill intensive activities.

®°
Steps Taken for Structural Reforms >
I
l l l l l
/—Q'ﬁ/—@ﬁ/—%%ﬁ/— 8 — X
Tax reforms Production- Insolvency and Labour Expansion of
GST and Linked Incentive Bankruptcy reforms (four country's
% corporate tax (PLI) scheme to Code (IBC) to codes) To digital
¢ rationalization attract improve the enhance Ease infrastructure
for fostering investments in credit culture of Doing e.g. Bharat Net,
competitiveness key sectors. and resource Business. India Stack, etc.
, address rising allocation
\ inequality. A A___mechanism. A A )

D! Wft+t 2t WecRNBGRNSqUIT WH! WGe G WRUWFf UT Rekt W ql erAagel ¢

u

9 Sectorial Imbalance: Agriculture still accounts for 42% of employment.

1 Uneven tech-adoption by industries: Services outperformed manufacturing in techadoption.

1 Rise of low skill jobs: Construction sector rises with about 12 percent of workers in 2019.

1 Low Productivity: Labour in 201920 in manufacturing and services were ovet.5 times more productive
than in agriculture.

1 Paper estimates that India needsat least 143-324 million jobs for its growing population by 2050.

Key Policy Recommendations:

§ Strengthening Education and Skilling: f UT R¢ k 1 LUTstl Hag fewdn yédrsrbfformal education than
peers and quality of its education remains low(ASER, 2023).

1 Advancing Labor Market Reforms: Working with states to loosen restrictive employment protection
legislation would be essential to furtherenhance labor market flexibility .

1 Fostering Trade Integration: E.g. signing bilateral trade agreements, removing tariff and netariff
restrictions.

1 Removing Red Tape:lt can spur private sector growth, leading to more job creation.

1 Continued Public investment Push such as stronger physical public infrastructure etc.

1 Others: Strengthening Social Safety Net, Facilitating Access to Credit for small and medium enterprises,
etc.

Conclusion

A balanced and inclusive structural transformation is vital for India to sustain high growth, generate quality jobs,
and fully harness its demographic dividend. Timely policy interventions in education, labour reforms, and ease
of doing business can acceleate this transition toward a more productive and equitable economy.
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11.3. KEY WORDS I
Key Words
Structural Technology Sectoral Tech-Adoption Low-Skill Jobs
Transformation Frontier Imbalance
Labour Productivity | Education & Labour Market Trade Integration | Bilateral Trade
Skilling Reforms Agreements
Red Tape Removal | Public Investment | Social Safety Net | Ease of Doing Demographic
Business Dividend
11.4. PRACTICE QUESTION I

@ Answer Canvas
Examine the key issues hindering India’s structural transformation from an agrarian to a modern
industrial-service economy. Discuss the major policy initiatives taken to accelerate this transition,
and suggest further measures needed.

Introduction Body Part: 1 Body part: 2 Conclusion

Introduce Structural | Key issues Mention Initiatives taken | Way Forward
| Transformation
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2. GROWTH AND DEVELOPMENT

2.1. HOUSEHOLD CONSUMPTION EXPENDITURE SURVEY (HCES), 2D23
24

Household Consumption Expenditure Survey (HCES), 2023-24 &’

Important Findings of HCES: 2023-24 \

< Average Monthly Per Capita Expenditure (MPCE):
» Rural: 24,122 (4,247 with imputed benefits)
» Urban: 6,996 (27,078 with imputed benefits)
< Growth in MPCE: Increased by 9% in rural and 8% in urban areas from 2022-23.
- Urban-Rural Gap: Reduced from 84% (2011-12) to 70% (2023-24), indicating rural consumption growth.
- Increased Spending on Non-Food Items: Non-food items dominate expenditure (53% rural, 60% urban).
» Percentage share of food in average monthly expenditure had fallen.

< Consumption Inequality: Gini coefficient declined to 0.237 (rural) and 0.284 (urban), reflecting reduced
income disparity

About Household Consumption Survey Expenditure (HCES) >

< Aim:To capture detailed data on household consumption and expenditure patterns, essential for analysing
living standards and well-being across India.

< Conducted by: National Sample Survey Office (NSSO) at regular intervals,
- Key Objectives of HCES
» Consumption Patterns: Captures data on household consumption of goods and services, reflecting living
standards and well-being.
» Consumer Price Indices: Facilitates the development of weighing diagrams for Consumer Price Indices
(cP1), crucial for economic analyses.
» Economic Indicators: Provides a basis for revising the base year for macroeconomic indicators such as
GDP and CPI.
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12.2. INCLUSIVE GROWTH AT A GLANCE I

("/o

Inclusive Growth

Definition: Inclusive growth is an economic growth that “creates opportunity for all segments of the
population and distributes the dividends of increased prosperity, both in monetary and non-monetary
terms, fairly across society (OECD).

ﬁbimensions of Inclusive Growth R
Social Economic Political Environmental Stakeholders
E.g. Affordable E.g. Financial E.g. Transparent | E.g.Sustainable E.g. Private Sector,
Education, Quality | Inclusion and and Efficient Development, Government, NGOs
Healthcare etc. Literacy, Agriculture | Governance, zero | Biodiversity etc.
Development etc. Corruption etc. protection etc.
8 Challenges to Inclusive Growth in India )
Poverty Inequality Social and Cultural Unemployment Others:
E.g. 129 million E.g. By the end of Barriers: Discrimination | E.g. Agricultural
(2024) Indians still 2023, India's richest | based on caste, gender, | Unemployment issues, Skill
living in extreme citizens owned 40.1 | religion, or other factors | Ratesaw a minor | Gaps,
poverty (World Bank). | percent of the restricts access to drop (5.0% to Corruption
country's wealth education, employment,| 4.9%) (PLFS data) | etc.
(world Inequality and healthcare for
L Lab study 2024). many. )
( ﬁg Initiatives
Education and Skill Health and Social Financial Employment Generation: | Others:
Development: Security: Inclusion: E.g. Mahatma Gandhi Agricultural
E.g. New Education E.g. Pradhan Mantri | E.g. Prime Mantri | National Rural issues, Skill
Policy, Pradhan Jan Arogya Yojana, | Jan Dhan Employment Guarantee Gaps,
Mantri Kaushal Vikas | Pradhan Mantri Yojana, Pradhan | Act Scheme, Prime Corruption
Yojana etc. Jeevan Jyoti Yojana | Mantri MUDRA Minister’'s Employment etc.
etc. Yojana etc. Generation Programme
etc.
\. J
( b' Way Forward
Focus on Financial Expand Health and Universal Basic Income: Others: Strengthen Skill
empowerment Social Security: A periodic cash payment Development initiatives,
through credit, E.g. Expanding Pradhan | unconditionally delivered | expanding corporate
financial skills and Mantri Jan Arogya to all can reduce poverty, | Social responsibility,
entrepreneurship Yojana to cover missing | Improve financial promoting Circular
development. middle class. inclusion etc. Economy etc.

123. §ANcE ENW EWh[ A§ NAO EAWS|[ W] Agh K

Why in the News?

Recently, Prime Minister of India inaugurated thRising North East Summit 2025.

Key highlights of focus sectors of NER in the Summit to showcase it as Frontrunner of Growth

Textiles, f NERR} W¢ W62 HWNnY! W 2t q¢ RUE HEG U Wa J# q Rdaghed]
Handlooms & ~2ND¢cWt RGt AW ¢nNcacecUl kt Wl RAcCOW 6¢csidt 4
Handicrafts 1 More than50% of looms and weavers in the country belong to North East States.
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and Logistics

Renewable 9 It holds over 60 GW of exploitable conventional hydropower potential 40% of

Energy f Ul RCkt WaqYaqcidsbto

IT &ITES I Rapid IT infrastructure development. E.g100-acre IT Park in Assam, IT SEZat
Imphal etc.

Infrastructure 1 InFY 202425, 78 km of NH were built with bridges lik®©hola-Sadiya and Bogibeel

further enhances connectivity.
9 Air connectivity has been improved with 17 airports (up from 9 in 2013).

Education 9 High literacy: Mizoram (91.3%), Tripura (87.2%), Nagaland (80.1%)

Agriculture

Rich agro-biodiversity and climate support organic & highvalue crops (Assam tea,
Joha rice, Kachai lemon,
9 There are Over 70% populationin agriculture, mostly small/marginal farmers.

kiwi, pineapple).

Sports 9 Indigenous sports (archery, thangta, polo etc).

Challenges in the North -Eastern Region

1 Poor connectivity: E.g.Narrow Siliguri Corridor (or Chicken Neck).
1 Insurgency and armed conflicts: For e.g.,NSCN-IM (National Socialist Council of Nagaland Isak-Muivah)
T 130 ¢ UGréatéirdlagalim i A LW eMeiteiRId$hes in Manipur, etc.

il
il

Narco terrorism: Porous border withGolden Triangle (Myanmar, Laos, Thailand) countries.
Human Rights violations: Supreme Court, NHRC etc. raised concerns about lack of accountability under

Armed Forces(Special Powers) Ac(AFSPA), 1958.
1 Environmental vulnerabilities: For e.g., Annual Brahmaputra floods displace lakhs in Assam.
Initiatives for Development of NER

India

International

1

1
1

North East Special Infrastructure
Development Scheme (NESIDS).

Act East Policy.

Al REWDW~RURY qJI &kt W2 I
for North East Region (PMDeVINE):
Aimed at rapid and holistic development of
NER

Mission Organic Value Chain
Development for North East Region
(MOVCDNER)

Peace and security initiatives: NLFT and
ATTF Peace Agreement 2024 LFA Peace
Accord 2023 etc.

I Regional connectivity projects: Kaladan Multi Modal
Transit Transport Project, IMT (IndiMyanmar
Thailand) Trilateral Highway, BBIM Motor Vehicl
Agreement etc.

I Act East Forum (AEF):Led by India and Japan tq
promote connectivity within NER and between thig
region and Southeast Asia.

f SASEC (South Asia Subregional Economic
Cooperation): It brings together Bangladesh, Bhutan
India, Maldives, Myanmar, Nepal, and Sri Lanka in
project -based partnership.

Way Forward

91 Diversify access routes: For e.g. Hili (West BengajtMahendraganj (Meghalayg transnational corridor.

f Reduce insurgencya W NI RGeal ¢kt Wl WEcAHRGecqRYUOUWGYT DaWl T emUIT WRU

resettled successfully.
1 Address illegal migration and border security: By improving border management.
1 Improving Integration of NER with rest of India: Prevent discrimination and racial attacks (Bezbaruah
Committee).

Conclusion

EAkt W ql ¢ qUNRAWGYHRecqRYUAWHzOGagel ¢cOWI R2J1 1 Rg! aWe OT Wi 13t

ensuring peace can make it a hub of inclusive, sustainable growth.
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12.4. MIDDLE INCOME TRAP I

Why in the News?

India needs togrow by 7.8% on averageover the next 22 years to becomeHigh-Income Country (HIC) by
2047:WB.

What is Middle Income Trap?

1 It refers to a situation whereinrapidly growing economies stagnates at middle -income levels and fails
to graduate into the ranks ofhigh-income countries.
1 World Bank classifies Economies having per capita Gross National Income between US$ 1,135 to
US$13,846 as MIC.
1 Trend: During thelast decade the prospects of MICs migrating to High Income Countries have worsened.
o This is due to therapidly aging populations and burgeoning debt, fierce geopolitical and trade
frictions, and the growing difficulty of speeding up economic progress without fouling the environment.

What makes India vulnerable to Middle Income Trap?

1 Untapped Human Capital
o0 Skill Gap: Only ~51% graduates are employable (Economic Survey 2023).
0 Lack of innovation capability: India's R&D investment as a percentage of GDP stands at just 0.64%
against 2.4% by China and 3.47% by US.
f Rising Income inequality: f UT Rp ¥4 olih 22.6% of income (World Inequality Lab,202223).

9 Stagnated Industrialization: India leapfrogged from agricultural toservices sector and manufacturing
share in output and employment has generally remainedelow 20%.
91 Declining Private Investment: Private investment surged post1990s reforms but it hasfallen as a share
of GDP, particularly since the global financial crisis in 2008.
1 Contemporary Global Headwinds:
0 Rising external debt (it rose by 6.4% in March 2024 as compared to the previous year)
0 Accelerating Climate Action presents new challenges of accelerating growth.
Way Ahead
The World Bank report suggests countries aiming for highcome status should follow the 3i strategy:
Investment (1i) for lower- | Investment + Infusion (2i) for Lower | Investment + Infusion +
income countries MICs Innovation (3i) For Upper MICs
1 Improve the investment| § A goodinvestment climate with | § It should expand its efforts to
climate to increase measures deliberately designed become an innovation
domestic and foreign to bring new ideas from abroad economy.
investment. and diffuse them across the
economy.
Conclusion

India and other MICs need to adopt a weequenced and increasingly sophisticated set of policies tailored to
their specific circumstances and developmental stage in order to move up the income ladder successfully and
avoid middle incometrap.
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|2.5. POVERTY IN INDIA AT A GLANCE

Poverty in India

é Current Status of Poverty in India

India’s poverty rate: At the 3.65
dollars per day line fell from 61.8
percent in 2011-12 to 28.1 percent in
2022-23

Poorer states (UP,
Bihar, Odisha) record
faster decline in
poverty indicating

Significant fall in Indians
living in extreme poverty from
431 million (1990) to 129
million (2024). (World Bank)

MAINS 365 z ECONOMY

reduction in disparities.

( & Factors Behind Poverty in India

Historical Reasons:| Low Agricultural Social Inequalities: Environmental Other:
e.g. Exploitative Productivity due to E.g. India has 53% of factors: E.g., Population
colonial rule small landholdings, women outside the Recurrent Explosion,
lack of investment, and labour force due to floods in Assam Economic
outdated practices ((:are) responsibilities | and Bihar. Inequality
ILO

( <& Initiatives Undertaken

Infrastructure &
Basic Services: PM
Gram Sadak Yojana,

Financial inclusion:
Jan Dhan Yojana, PM
PM-Kisan Samman

Livelihood Security:
MGNREGA, One Nation
One Ration Card,

Human Capital
Development: Sarva
Shiksha Abhiyan, PM

Nidhi etc. PM Awas Yojana — Deendayal Antyodaya Kaushal Vikas
Grami, Ujjwala Yojana Yojana — National Rural Yojana, Ayushman
etc. Livelihoods Mission etc. Bharat etc.
“’/ | 45 way Forward | “\‘1
Two Way Strategy: Enabling Inclusive | NITI Aayog Recommendation: Focus on "Amartya

Modernizes agriculture
to increase productivity
& create more jobs in
industry and services

Growth: improving
core infrastructure
like power, roads
etc.

Employment-intensive
Sustained Rapid Growth,
Making anti-poverty programs
effective etc.

Sen's Capability
Approachi.e.
investment in
people’s capabilities |

/

EOAE-~E ~Ei §Aull

2.5.100Wf 2?2 f K Nw[ A

Why in the news?
f Ul REkt WGY2WI q! WaWlcect el BaWUqWnl ¢aWs VYl ¢ WORKTY Wel NRUqW 1

More about the News

1 The study compares 202224 Household Consumer Expenditure Survey data with 2011-12, highlighting
poverty and inequality changes.
1 Key Findings
o Poverty headcount ratio (HCR): Poverty HCR, at the $1.90 PPP(Purchasing Power Parity) thpoverty
line, hasdropped from ~ 12% in 2011-12 to 1% in 202324.
> Poverty HCR: Percentage of a population living below defined poverty line.
o Poorest households : Saw significantly higher growth in consumption expenditures than wealthier
households.
o0 Existing official poverty lines (Tendulkar and Rangarajan): Are outdated and don't reflect current
deprivation.
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The Study Proposes Two New Relative Poverty Thresholds:

1

1

Relative Poverty Line Based on the 33rd Percentile of Consumption : Instead of using a fixed poverty line,
Poverty is defined based on the spending of thigottom 33% of the population.

Relative Poverty Line Based on Income: In Europe, poverty is defined a$0% of the median income
(Middle income level when all incomes are arranged in order).

o0 Applying this method to India,16.5% of the population was below thisthreshold in 2023-24.

New Poverty Line Significance:

1 Reflects updated consumption patterns, addressing current deprivation.
1 Ensures poverty thresholds adjust automatically with economic growth.
1 Provides a more accurate measure of poverty in modern India.
Conclusion

NS IW aqal ! WeUT W31+ #HYI Ut WgéWdWel NUWUOqWUUUT WaVYW 32RE JWF YTl

standards and evolving consumption patterns. Adopting relative poverty thresholds offers a more accurate and

dynamic assessment of deprivation ing YT ¢! K+ WIHYUYG! AWIU0t 21 RUNWRUAT 21t R

2.5.2. URBAN POVERTY

Why in the News?

Odisha government launched a collaborative initiativdh E ¢ ddSfdciktate access to government welfare
schemes for the urban poor.

R¢

[J LT

f
f

f
1

f
f

Current Status of Urbanization and Urban Poverty in India

Urban population doubled from 17.29% (1951) to 31.16% (2011).
Over 50%o0f India's population (877 million) will beurban by 2050 (UN).

World Bank Poverty & Equity Brief findings:

Extreme urban poverty dropped from 10.7% (201112) to 1.1% (202223).

Urban poverty (poverty line forlower-middle-income standard: $3.65/day)fell from 43.5% (2011-12)to 17.2%

(2022-23).
Gini index improved from 28.8 to 25.5, showingreduced income inequality.
Urban unemployment fell to 6.6% in Q1 FY24/29pwest since 2017 -18.

Differences between Urban and Rural poverty

T
il
il
il

Relative poverty: e.g., Co-existence of Dharavi, one of the largest slums in Asia, and skyscrapers, luxury
hotels, etc., in Mumbai.

Income sources: Urban poor often rely on informal employment, whereas In rural areas, poverty is closely
linked to limited access to land, water, and other agricultural resources.

Access to services: Rural areas often lack adequate infrastructure and basic services. Urban poor, on the
other hand, may face barriers in accessing basic services despite their availability.

Social networks: In urban settings, the poor may have weaker social networks and support systems
compared to rural areas, where community ties and traditional support structures may be stronger.

Reasons for persistence of Urban Poverty

|l

il

)l

Lack of Planned Development: Haphazard urbanization, migration, and policy gaps excluding urban poor
(e.g.,lack of affordable housing projects.

Regional Disparity: Under -developed Tier II/1ll cities create excessive pressure on megacities like Delhi,
Mumbai.

Social Security Gaps: Poor migrants lack residency/identity proof, excluding them from welfare
programs.
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1 Poverty Cycle: Poverty limits access to education and employment, perpetuatinginter -generational
poverty.

Government Initiatives

One Nation One Ration Card: Aadhaar-based portability ensuring food security for migrants.
Swachh Bharat Mission -Urban 2.0: Sanitation scheme forconstruction and management oflatrines.
PMAY-Urban: Housing for EWS/LIG/MIG categories and slum dwellers.

DAY-NULM: Self-employment and skilled wage opportunities for urban poor.

PM SVANiIdhi:Micro-credit facility for street vendors.

Others: AMRUT 2.0, Smart Cities Missian

=A =4 =4 -4 -8 -4

Way Forward

1 Inclusive Urbanization: Decentralize decision-making with people's participation. E.g. Kudumbashree
(Kerala women's network) in National Urban Livelihoods Mission (NULM)mplementation.

1  Tier-ll/lll Development: Improve rural infrastructure reducing distressed migration.

1 Sustainable Urbanization: Urban Local Bodies prioritizing sustainability (e.g. Indore's SBM success).
1 Empowerment: Encourage skill development, laborintensive industries,etc.

1 Targeted Social Security: Improve portability, fix inclusion-exclusion errors, and enhance monitoring.
Conclusion

By2050, Indian cities are expected to contributemore than 75% of our GDPand about60% of our Green House
Gas emissions. Thus, it is vital to effectivelytackle the issue of urban poverty for sustainable development
of our urban areas. This will contribute to the goal ¢f é Rt t R galitVniakelndiaopi$5 trillion economy.

12.6. ECONOMIC INDICATORS I

2.6.1. GDP BASE YEAR REVISION
Why in the News?

The government has formed a advisory Committeeon National Accounts Statistics (NAS)to update the GDP
base year from the existing 201112 to 202223.

More on the News

9 TheNAS under chairmanship of Biswanath Goldar has been formed.
0 Central Statistics Office (CSO)brings outNAS annuallywhich includes GDP estimates from multiple
approaches.
1 Advisory Committee on NAS will review data sources to align GDP with inflation and industrial indices.
1 Theprevious base year revision in 2015 changed baseyear from 2004-05 to 2011-12.
0 Inthe new series, CSO did away witbross Domestic Product (GDP) at factor cost, and adopted the
international practice of valuing industrywise estimates asGross Value Added (GVA) at basic prices.

What is Base Year?

1 A base year is theeference year whose prices are used to calculate the real growth (minus inflation) in
national income. Thus, Base year is henchmark used for GDP calculation .
o Forexample: If 201112 is the base year, GDP for other years is adjusted to match 2612 prices.

Need to Update the GDP Base Year

1 Removing Inflation Effects: Outdated base years can overestimate GDP by ignoring rising prices.
1 Enhances Data Quality: Includes new data from digitization, enhances more reliable data use, etc.
9 Global Comparison: Aids in comparing GDP with other countries.

1 Other Reasons: Adapts to postpandemic dynamics, supports policymaking, etc.
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1 Relevance of it to other Metrics: Such as the Index ofndustrial Production (lIPs), the Wholesale Price
Index (WPI) and the Consumer Price Index (CPI).

About GDP

1 Measurements of GDP: Theoretically, GDP can be measured in three different way, each of which should
give the same answer (refer to the infographic)
o Nominal GDP: Measured at current market prices, ignores inflation.
0 Real GDP:Adjusted for inflation using base year prices, showing true economic growth.
9 Limitations of GDP: Excludes nonmarket activities (e.g., household work), Ignores income inequality,
g2 aYVYtt WHWU2RI YUGUWUq@qedWT ¢aeNPAW~RY Y I WRUONY! G¢ O WIIHEY
living standards etc.

L ]
Methods for Calculating GDP 2

v +

=% Production Approach 25'4 Expenditure Approach % Income Approach

| | |
% &l i

GDP =X GVAiI (Sum Total of Adds up all final spending Sums the incomes

gross value added of all the in an economy generated by production
firms in the economy) =
| | | =
@ & & G
GVA = Gross output GDP=C+I+G+NX GDP = Wages + Profits earned o
-Intermediate Consumption C = Consumer spending by businesses + Investment a1
I = Business investmentin in fixed assets + Net Indirect N
equipment etc. Taxes (i.e. Taxes - Subsidies) g
G = Government spending + Net Primary Income from l®)
NX = Exports minus imports Abroad 2
®)
5

Conclusion

Updating the GDP base year to 20223 is a timely step that will ensurenore accurate, inflation -adjusted, and
policy -relevant economic data . It reflects changing economic dynamics, improves data reliability, and
gl 30Nq6 30t WibéhthRarkits grbivii Roairstglobdbptantards .

2.6.2. WPI BASE YEAR REVISION
Why in the News?

TheGovernment of India has constituted aWorking Group chaired by Prof. Ramesh Chand for base revision
of the current series ofWholesale Price Index (WPI) from base2011-12 to 202223.

About WPI

1 Measure of theaverage change of prices of a fixed set of goods at the first point of bulk sale in a
commercial transaction in the domestic market over a given period of time.

1 Released by: Office of the Economic Adviser, Department for Promotion of Industry and Internal Trade.
1 Measurement: Measured as aveighted average of a basket of commodities.
1 Composition of Basket: Comprises 697 items categorized intothree major groups :

o0 Primary Articles (Weight: 22.618 out of 100
o Fuel and Power (Lowest weight: 13.152 out of 100
0 Manufactured Products (Highest weight: 64.230 out of 10Q
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Need for revision in WPI Base Year

Structural Changes: | Updating Commodities basket: | Goods and Services Tax:
Fundamental changes in the To allow for inclusion of ' To ensure compatibility of WPI
production and consumption emerging products and the series with GST

patterns. removal of obsolete ones.

About Producer Price Index (PPI): It measures theaverage change in the price a producer receives for his
goods/services sold in thedomestic market/ exports.

Need to replace WPI by PPI

1 Multiple Counting Bias: WPI has inbuilt bias due to double/ multiple counting of same product.

1 Exclusion of Services: WPI also excludes the service sector (about 55% of GDP).

1 Exclusion of taxes: News WPI (201112) series considers only basic prices and does not include taxes,
rebate/trade discounts, transport and other charges.

1 Advantages of PPI: Cover services, exclude indirect taxes among somdnternational Prominence of PPI
being used by advanced economies like U.S.A. etc.

Conclusion

The WPI base year revision and the planned transition to PPI maypahe way for a more precise and globally
aligned inflation metric . Moving forward, adoption of PPI can alsorgnance economic policymaking, improve
price tracking across sectors , and provide arobust framework for data -driven decisions in a dynamic
economy.
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12.7. FINANCIAL INCLUSION I
2.7.1. STATUS OF FINANCIAL INCLUSION IN INDIA AT A GLANCE
o o . ° o (9.
Financial Inclusion in India
& Status of Financial Inclusion in India
About 78% of Adult population is estimated to have a RBI's Financial Inclusion Index for March 2024
bank account in India (World Bank Global Findex stands at 64.2 vis-a-vis 60.1 in March 2023.
Database, 2021)
<& Initiatives
PMJanDhan | National Strategy | UPI, Direct Benefits Transfer | Kisan Credit | India Post Payment
Yojana for financial (DBT), Aadhaar-enabled Card Scheme | Banks, Small finance
Inclusion e-KYC system (kce) Banks etc.
4 @ significance of Financial Inclusion 9
Plugs Credit Encourages Inclusive Growth: Plugs Subsidy leaks: | Key enabler for7
gap: E.g., it Saving Habits: This | Creates Multiplier Saving through of the 17
allows MSMEs | can help increase | Effectby Direct Benefit Sustainable
to access capital formation encouraging Transfer during Development <
credit. in the country. investment in FY22-23 crossed Goals >
education & health. 263,000 crore. %
&
" @ Challenges for Financial Inclusion &
~N
Demand Side: | Supply side: Financial Regulatory Barriers: | Gender & Other: Digital & m
Lower income | institutions’ refusal to E.g. stringent Socio-Economic | Infrastructure 0O
or asset serve low-value & Know-Your-Custo Barriers. Gaps, Lack of ©)
holdings, lack | non-profitable mer (KYC) Financial CZ)
of awareness consumers with uneven | requirements. Literacy etc. =
income. <
45 way Forward R
Foster Public-Private Promote Leverage Tailored Strengthen cyber
Partnerships E.g., JAM trinity | Financial | Fintech Financial security and data
( public infrastructures, Literacy Innovations like| Products E.g. protection by
private bank BCs+fintech mobile banking.| PM Atal Pension creating secure data
support). Yojana. sharing protocol etc./

2.7.2. 10 YEARS OF PMJDY

Why in the news?

Recently, India celebrated thelOth anniversary of the Pradhan Mantri Jan Dhan Yojana (PMJDY)launched to
promote Financial Inclusion in India.

About PMJDY

1 It is aNational Mission for Financial Inclusion (NMFI) , and itisthes Y1 GT kKt Wd ¢l NIt qWnRU¢ U
scheme.

1 Aim: For every Indian, ensure access to financial services , namely, Basic Savings Bank Deposit Account
(BSBDA), remittance, credit, insurance, pension in an affordable manner.
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1 Ministry: Ministry of Finance (Department of Financial Services)
1 Basic Tenets of the Scheme
o PMJDY is made up of six pillars (Refer Infographics)
o Banking the unbanked: Focus onevery unbanked adult.
o Securing the unsecured :
> Free accidental insurance cover on RuPay cards increasedfrom Rs. 1 lakhto Rs. 2 lakhsfor
PMJDY accountsafter 28th August 2018.
o Funding the unfunded: Other financial products like microinsurance, overdraft for consumption,
micro-pension & micro-credit.

Key-achievements under PMJDY Pradhan qutri Jan Dhan ®:
1 Large number of New Accounts: By ° ( )

August 2024,53.13 crore Jan Dhan YOjana PMJDY :

accounts were opened, whereas by i

March 2015, it was 14.72 crore
accounts only.

Pension scheme for

Universal access to 3
Unorganized Sector

Banking services

1 Boost to digital economy : 36.14 " o
crore RuPay cards have been issued % o % il
to PMJDY account holders, A xd 6: Basic saving bank
ilitati i Creati f Account with
facilitating cashless transactions recc: elglnt ° 6 PILLARS OF Overdraft facility Of

and providing access to the inbuilt
accident insurance cover.

PMJDY Rs. 10,000 to Eligible

guarantee Fund
adult

1 Bridging Financial gaps in rural & @)
areas: Almost 100% of villages are
covered with banking Financial literacy Micro-insurance
Program Financial literacy Program

outlets within 5 km mapped as per
Jan Dhan Darshak App.

1 Average Deposit in PMJIDY accounts increased: By 4.12 times between 20152024, with total deposits
exceeding Y2.3 lakh crore.

1 Number of zero balance accounts decreased: To 4.26 crores as against 8.52 crores in 2015.

Conclusion

The tenyear journey of PMJDY highlights@ | ¢ Ut nVY1l ¢ qR2 1 Wt 6 RnaqWRUWT UT RE k1t Wn
bringing millions into the formal banking system. By bridging ruralrban financial gaps and promoting digital
payments, PMJDY has laid strong foundation for inclusive and resilient economic growth

2.7.3. 50 YEARS OF MICROFINANCE

Why in the News?

EJONWEGGGY! OT Wi YaWUkt W t1 YHRCqRYUWLEET b W7¢U0t AW qcl ql
completion of 50 years of microfinance institution (MFI) in India.

What is microfinance?

1 Definition: Microfinance, also called microcredit, is a banking service targeting poor households and small
enterprises in rural areas.

1 Services: Providing credit to poorer households and small enterprises, but many also take deposits, some
MFIs offer other financial services, such as insurance, or advice and training to their clients.

Significance of microfinance in India

1 Poverty Alleviation: NABARD throughSHG Bank Linkage Programmewhich is the largest microfinance
programme in the world,empowers 17.8 crore households through more than144 lakh SHGs.
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1 Entrepreneurship Promotion: 46% of microfinance loans are provided to families having monthly income
less than Rs. 20,000, foworking capital for their income generating activities andassets.

1 Empowerment of Women: 88% of SHGs linked to banks being womeled. E.g.,Kudumbashree in Kerala

1 Financial Inclusion: Microfinance fills the gap left by traditional banks.
o Client of MFIs had grown substantially within the last ten years touching 140 million families in FY 2024.

1 Social Impact: E.g., Ujjivan Small Finance Bank Chote Kadaminitiative, has made significant
contributions to the healthcare sector by renovating multiple Primary Health Centres (PHCs) and hospitals.

Challenges in Microfinance in India

f Over-Indebtedness: SNME WY nWaqdé JWt EqY! Kkt WaqYgqcecdaWet t gt We 07T 131 WA
with more than four lenders.Micro credits are also charged at higher interest rates.

1 Multiple Regulator: MF Banks in India are regulated by th&BI, State governments through State
Cooperative Societies Acts (for cooperative banks) regulate microfinance cooperative banks and
cooperative societies.

1 Lack of collateral and risk of default: Increases NPAs.

1 Sustainability of Microfinance Institutions:  Striking a balance between social impact and financial
sustainability is an ongoing challenge as very few MFI are actually profitable

Ll o o L] i3 ('.
Initiatives Undertaken to Promote Microfinance =

1 <
R @) &\ @) >
@ ® ® ® g -
SHG-Bank Linkage: MUDRA Yojana: NBFC-MFI Flexibility: RBI Framework NABARD w
Promotes Offers collateral-free | RBI (2014) allowed (2022): Defined Refinance: A
production-based micro credit up to NBFC-MFlIs to act as microfinance Provides ~N
lending among 220 lakh for small Business loans and long-term m
SHGs. businesses. Correspondents. repayment norms. | financial support @)
to MFIs. Q
Z
®)
Way forward 2
<

1 Limiting the number of lenders per borrower to three from four : Cap outstanding loans per borrower at
Rs 2 lakh from Rs 3 lakh.

1 MFIs can be classified under various sectors: such as affordable housing, climate action, water and
sanitation, to usher in holistic development at the bottom of the financial pyramid.

1 Financial Literacy : Can improve financial inclusion,through insurance and growth of microfinance industry.

1 Learning from best practices: Southern states including Tamil Nadu, Karnataka, and Kerala have well
developed microfinance distribution networks, making microfinance operations easier.

Conclusion

The 50year journey of microfinance in India reflects its transformative role ipoverty alleviation, women
empowerment, and financial inclusion . Going forward, a moresustainable, tech -driven, and regulated
microfinance ecosystem 5 R{ O WA WHI 2 HR¢ 0 Waq Y WT 1J1J-SdonbiniRdpvekbiRnénG ¢ & a WY U WF |
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2.7.4. DIRECT BENEFIT TRANSFER (DBT) AT A GLANCE

<& Challenges

Direct Benefit Transfer
As per a recent report by the SBI, the DBT amount to women through various schemes has
crossed 2 trillion.
( &2 Direct Benefit Transfer
Cash Transfers: Examples include PM-KISAN In-Kind Support: Fertilizer subsidies, food grain
(farmer income support), pensions (old-aged, distribution (PDS), and school meals (PM Poshan).
widows), and scholarships.
( & KeyEnabler for DBT
JAM (Jan Dhan, Aadhaar, Mobile money | Business Correspondents (BC) Payments Bank
and Mobiles) trinity Infrastructure
€2 impacts of DBT A
Effective implementation of Provided essential relief Reduced Corruption | Financial
schemes: Since 2016, DBT has during the lockdown, E.g., ensuring accurate | inclusion. IMF
delivered over 450 schemes transferred 27,442 crore to | targeting of praised India’s
to 900 million people 11.42 crore beneficiaries. beneficiaries DBT scheme asa
“logistical marvel
& o
-

Identification of beneficiaries
E.g.In 2022, about 6.65 lakh

farmers lost the PM Kisan scheme

Compliance
and operational
Issues

Inconsistent Payment
Systems: Only 27% percent of
villages have financial

Low Financial
Inclusion, Digital
divide and illiteracy

\_benefit. presence of Banks.
- N
45 way Forward
Targeted Outreach for Digital literacy Promoting Digital single-window grievance
marginalized groups such among rural Infrastructure redressal system
as informal workers. populations
o
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12.8. INEQUALITY I
2.8.1. ECONOMIC INEQUALITY IN INDIA AT A GLANCE
o e L3 L] ('/.
Economic Inequality in India
4 42 Status of Inequality in India
Income Wealth Inequality: Rural-Urban Divide: Average Gender Pay Gap: Indian
Inequality: The top 5% of Indians Monthly Per Capita women earn Rs 40 for
India’s top 1% own more than 60 % Expenditure (MPCE): every Rs 100 earned by
own 22.6% of of the country's Rural: 24,122, men: Global Gap Report
income (World | wealth. Urban: £6,996. 2024
Inequolit)y Lab,
2022-23).
L v
i Reasons for Rising Economic Inequality
Uneven Economic | COVID-19 Pandemic: Tax System: Lack of Quality
Growth: Certain COVID-19 has led to the Corporate tax reduced Education and
states, and certain diminishing of wealth for to 22%, while excise Healthcare: Perpetuates
sectors benefiting the bottom 50% of the duties and GST were intergenerational poverty
disproportionately. | Indian population. significantly increased. and limits economic
ke mobility =
2
m\ﬁ; Measures Undertaken to Reduce Economic Inequality %
Inclusive Growth: Financial Inclusion: Social security Gender Equality: Beti Bachao g
Deendayal Antyodaya PM Jan-Dhan Yojana, | Measures: Atal Beti Padhao Scheme, One ol
Yojana-National Rural PM Mudra Yojana, Pension Yojana, PM Stop Centre Scheme, N
Livelihood Mission, Stand-Up India Suraksha Bima SWADHAR Greh etc. m
MGNREGA etc. Scheme etc. Yojana etc. 8
< Z
4 & Challenges in Countering the Wealth and Income Inequality CZ)
India’s limited | Persistent Social Inefficient governance: Resistance to Structural <
financial Inequalities: Based on | corruption, and poor Reforms e.g., land reforms,
resources caste, gender etc. implementation of policies. | progressive taxation etc.
I
45 way Forward
Promote policies Access to Strengthening Addressing Social Taxing India's
that create job Education and Social Security and Cultural Wealthiest
opportunities Healthcare Measures Barriers

2.8.2. REGIONAL DISPARITY IN DEVELOPMENT
Why in the News?

A working paper "Relative Economic Performance of Indian States: 1960 to 202324" by Economic Advisory
Council to the Prime Minister (EAGPM) highlights the uneven growth across Indian states.

Key trends highlighted in working paper

9 Disparity in Relative Per Capita Income: Western and Southern region s are outperforming: Delhi,
NJadecUnR¢cUecAWuel Ucqet ¢cAWeUT Weel ! ¢cU¢cWEe2WaqddWERNE I q L
250.8% of the national average.
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Dominance of Southern States in GDP Contribution: Karnataka, Andhra Pradesh, Telangana, Kerala, and

Tamil Nadu contributed over 30% of India's GDP in 20234.

Better Performance of Maritime States: Overall, maritime states have clearly outperformed the other

states, except for West Bengal.

Eastern states remain a concern: 1 Jt qW7 WUN¢ Okt Wl DIi¢qR2IWIAHYUYGRAWGIII
Bihar's relative position has stabilized in the last two decades, it still lags significantly behind other states.

Factors responsible for regional disparity

Historical: British policies favoured resourcerich areas (like Kolkata, Mumbai and Chennai).

Geographical : Difficult terrain (e.g., NorthEastern states) and adverse climates, like frequent floods in

Bihar and Assam slows down development.

Economic:

o Dominance of primary economic activities: States with more people in manufacturing and services
sectors have higher income compared to those dependent on agriculture. E.g., Maharashtra and Gujarat

o Infrastructure Deficit: limits growth in underdeveloped regions.

Governance

o Political Instability: Unstable governments and law and order issues discourage investment.

o Failure of Planning Mechanisms: Industries prefer locations with established resources such as
consistent power and water supply, road and railway infrastructure and skilled labour.

Way Ahead to Reduce Regional Disparity in Growth

9 Tailored Approaches: E.g.Increased focus onprograms such as Hilly Area Development and Drought Prone
Area Development with target specific regional needs instead of a orsize-fits-all approach.

1 Performance -Based Funding: Funding should be tied to meeting development standards.

1 Strengthening of Good Governance in backward states : Effective administration helps states raise
revenues, attract investment, and improve resource use, especially in backward regions.

1 Balanced Infrastructure Development : Improving infrastructure (power, transport, telecom, irrigation) in
underdeveloped states is key to boosting investment and quality of life.

1 Investmentin agriculture : Especially in the lagging regions with a focus on backward and forward linkages.

Conclusion

For achieving balanced regional development, focus should be on creating an environment that fosters
innovation, attracts investment, and ensures efficient utilization of resources. Strengthening governance,
improving infrastructure, and promoting healthy competition between states through cooperative and
competitive federalism are essential steps.
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