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1. Cooling Doctrine - On India’s Response to Extreme Heat (TH)
GS Paper lll - Environment & Disaster Management
Topic - Disaster and disaster management; Conservation, environmental pollution, and degradation.
Sub-Topic - Heatwave Management, 16th Finance Commission Recommendations, Heat Action Plans
(HAPs), and Climate Adaptation.
1. Introduction
In May 2026, intensifying summer temperatures across the subcontinent highlighted a critical

policy shift - the 16th Finance Commission recommended officially classifying heatwaves as a "National
Disaster”. This classification aims to unlock dedicated central funding. As climate change increases the
frequency, duration, and intensity of these events, India’s strategy must evolve from short-term
emergency relief toward a long-term, structurally integrated national cooling framework.
2. Current Heatwave Response Framework & Limitations
Administrative Actions - The National Disaster Management Authority (NDMA) oversees the
deployment of regional Heat Action Plans (HAPs).
Short-Term Relief Bias - Existing interventions focus heavily on temporary, low-cost surface measures -

1. Setting up public water kiosks.

2. Issuing meteorological advisories and health warnings.

3. Providing shaded public spaces and bus stops.
The "Cut-and-Paste” Policy Lacuna - Many localized HAPs lack micro-climatic data, frequently copying
templates from other regions without adapting to local topographies or urban heat island variations.
Failure of Long-Term Adaptation - While current plans lower immediate mortality risks, they fail to
reduce systemic human exposure to extreme, prolonged thermal stress.
3. Vulnerabilities in Workplace and Indoor Environments
The Exposure Gap - Current policies focus on outdoor ambient temperatures but neglect severe indoor
heat exposure.
High-Risk Sectors - Millions of workers in factories, non-air-conditioned warehouses, commercial
kitchens, and courier/delivery services work under hazardous thermal conditions.
Productivity and Health Degradation - Chronic heat exposure causes systemic health complications
and significantly lowers labor productivity, affecting rural and semi-urban livelihoods.

4. Systemic Friction with Western Cooling Models

Copying cooling blueprints from the Global North creates structural mismatches in India due to distinct
socio-economic conditions -

Climatic Variance - Indian heatwaves are characterized by high relative humidity and prolonged
duration, making dry-climate Western cooling models ineffective.

The Affordability Barrier - Western models assume high consumer capacity for expensive mechanical
cooling (Air Conditioning), which remains economically unviable for most Indian households due to high
operational energy costs.
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Grid Vulnerability - Massive adoption of standard, high-energy-consuming AC units risks overwhelming
India’s electricity grid, causing peak-load failures during severe summer months.

5. The Proposed National Cooling Doctrine

Experts are calling for a centralized National Cooling Doctrine to replace fragmented local responses -

Public Health Entitlement - Establishing access to safe indoor thermal environments as a basic public

health right.

Mandatory Workplace Standards - Enacting legal, upper-limit thermal thresholds for indoor industrial

and commercial workspaces.

Transparent Enforcement - Deploying independent inspection frameworks to ensure businesses

comply with workplace cooling and ventilation norms.

Vulnerability Prioritization - Focusing cooling infrastructure resources on dense, low-income urban

settlements and high-exposure labor sectors.

6. Technology and Climate-Resilient Infrastructure

To scale sustainable cooling, India must integrate structural engineering with energy-efficient

technology -

Passive Cooling Technologies - Promoting building designs that minimize heat gain without consuming

electricity.

1. Reflective Roofing - Large-scale application of cool roofs and high-albedo coatings to lower indoor
temperatures by up to 3°C to 5°C.

2. Passive Ventilation - Utilizing traditional architectural methods alongside modern insulative
materials.

District Cooling Systems - Developing centralized cooling networks for dense urban spaces, which can

be up to 40% more efficient than decentralized AC units.

Humid-Climate Innovation - Innovating affordable, low-energy, and high-efficiency cooling appliances

designed specifically for tropical, humid environments.

7. Way Forward

Institutional Integration - Aligning the recommendations of the 16th Finance Commission with State

Disaster Response Funds (SDRF) to operationalize heatwave relief.

Upgrading Infrastructure Codes - Integrating mandatory passive cooling guidelines into local building

bye-laws and the National Building Code.

Decentralized Green Infrastructure - Increasing urban green cover, preserving wetlands, and

developing urban forests to mitigate the Urban Heat Island (UHI) effect.

Coordinated Policy Execution - Synchronizing actions across the Ministry of Environment, Ministry of

Power, NDMA, and state labor departments to implement the cooling framework.

Conclusion

India’s escalating heatwave crisis can no longer be managed as a temporary summer
inconvenience. Classifying heatwaves as a national disaster provides the financial resources needed for
reform, but the ultimate solution lies in establishing a comprehensive National Cooling Doctrine. By
combining passive cooling infrastructure, strict indoor labor protections, and localized engineering
innovations, India can safeguard public health and sustain its economic productivity in an era of
accelerating climate realities.
Source - https -//www.thehindu.com/opinion/editorial/cooling-doctrine-on-indias-response-to-
extreme-heat/article7097794l.ece
Question
"The recommendation of the 16th Finance Commission to classify heatwaves as a national disaster
marks a crucial shift in India’s climate policy. Analyze the operational limitations of the existing Heat
Action Plans (HAPs) and explain how a comprehensive ‘National Cooling Doctrine’ can enhance long-
term structural resilience.” (250 Words, 15 Marks)
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1. Introduction

By recommending that heatwaves be officially classified as a "National Disaster”, the 16th Finance
Commission has acknowledged that extreme thermal stress is no longer a temporary summer
inconvenience but a structural threat to public health and economic productivity. As climate change
accelerates, India’s disaster response must transition from superficial emergency relief to deep
structural adaptation.
2. Operational Limitations of Existing Heat Action Plans (HAPs)
An analysis of the current regional HAPs reveals several systemic gaps -
Short-Term Relief Bias - Existing measures prioritize immediate, superficial interventions—such as
setting up public water kiosks, distributing advisories, and shading bus stops—which reduce immediate
mortality but fail to lower long-term exposure.
The "Cut-and-Paste” Policy Approach - Many localized plans lack granular micro-climatic data,
frequently copying strategies from other regions without accounting for local topographies or the Urban
Heat Island (UHI) effect.
The Indoor Heat Blind Spot - Current frameworks focus heavily on ambient outdoor temperatures,
completely neglecting dangerous indoor heat accumulation in workplaces like factories, non-insulated
warehouses, commercial kitchens, and low-income urban housing.

3. The Structural Role of a National Cooling Doctrine
A centralized National Cooling Doctrine can correct these deficiencies by introducing mandatory,
technology-driven structural changes -
Rights-Based Framework - It redefines access to safe indoor thermal environments as a basic public
health entitlement rather than an economic luxury.
Workplace Thermal Regulation - It establishes legally enforceable upper-limit thermal thresholds for
indoor industrial and commercial workspaces, backed by transparent enforcement and independent
inspection mechanisms.
Promotion of Passive Cooling Technology - It mandates structural, low-energy architectural changes in
building bye-laws, such as the large-scale use of reflective roofing materials (cool roofs), which can
reduce indoor temperatures by up to $3A\circ\text{C}$ to $5A\circ\text{C}$ without consuming
electricity.
Urban Infrastructure Overhaul - It promotes localized, efficient engineering models like District Cooling
Systems for high-density areas, which operate up to 40% more efficiently than decentralized air
conditioning systems, thereby protecting the integrity of the electricity grid.
Conclusion

Classifying heatwaves as a national disaster provides the financial resources needed for reform,
but the ultimate solution lies in changing how India builds and works. Analysing the crisis shows that true
climate resilience cannot be achieved through short-term disaster relief. Only by implementing a
comprehensive National Cooling Doctrine that balances passive cooling infrastructure with strict labor
protections can India safeguard its population and sustain its economic productivity.
Source - https -//www.thehindu.com/opinion/editorial/cooling-doctrine-on-indias-response-to-
extreme-heat/article7097794l.ece

2. 3 Reasons Why the Modi Government Banned Sugar Exports (IE)

GS Paper lll - Indian Economy [ Agriculture / Food Security

Topic - Major crops - cropping patterns in various parts of the country; Supply chain management;
Issues related to direct and indirect farm subsidies and minimum support prices; Inflation.

Sub-Topic - Sugar Economy, El Nifio Impact on Agriculture, Geopolitical Supply Chain Disruptions, and
the Food vs. Fuel Dilemmma.
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1. Introduction

In May 2026, the Directorate General of Foreign Trade (DGFT) shifted sugar exports from the
‘restricted"” to the "prohibited” category until September 30, 2026. This preventive intervention closes
international outward shipments (except for limited, pre-existing quota shipments to the US and EU). The
policy response is triggered by a combination of a projected El Nifio-induced weak monsoon, global
supply chain disruptions in raw fertilizer components via West Asia, and the domestic imperative to
anchor food inflation.

2. Structure and Dynamics of India’s Sugar Economy

Global Position - India stands as one of the world’s largest producers and domestic consumers of sugar.
Socio-Economic Footprint - The sector serves as an economic lifeline for nearly 5 crore farmers and
associated agricultural labourers, concentrated heavily in Uttar Pradesh, Maharashtra, and Karnataka.
Resource Intensity - Sugarcane is an input-heavy and highly water-intensive crop requiring prolonged
growing periods, making its lifecycle highly vulnerable to climate shifts and input cost shocks.

Cyclical Timeline - The Indian sugar season runs strictly from October to September, during which mills
process cane into sugar, ethanol, molasses, and other co-products.

3. Intersecting Catalysts Driving the Export Prohibition

A. Climate Risks - EL Nifio and Monsoon Vulnerabilities

The Pacific Phenomenon - El Nifio triggers abnormal warming of surface waters in the central and
eastern Pacific Ocean, directly weakening the Indian southwest monsoon circulation.

2026 Projections - Climate models indicate an emerging weak-to-moderate El Nifio in 2026, with a high
probability of intensification later in the year.

Agricultural Stress - Sub-normal rainfall severely threatens crop yields and reservoir levels. This is
critical for Maharashtra's high-yield regions, which depend extensively on stable irrigation.

B. Geopolitical Crises - West Asian Friction and Fertilizer Disruption

Choke-point Vulnerability - Escalating tensions involving Iran and the broader Gulf region threaten
transit through the Strait of Hormuz, a vital maritime lane for global energy and fertilizer trade.

Input Shocks - India imports a significant volume of fertilizer raw materials from West Asia. Supply chain
blockades directly escalate domestic input costs, threatening future sugarcane yields that require heavy
fertilization.

Macroeconomic Strain - Rising imported crude prices exacerbate baseline domestic inflationary
pressures.

C. Domestic Buffer Strain - The Nine-Year Stock Low

supply Balance - Estimated production for the 2025-26 season stands at 279 lakh tonnes (It). Paired
with opening stocks, total availability.is 329 It, which technically covers domestic demand.
Precautionary Action - Despite having previously exported 20 It earlier in the sugar year, the
government enacted the ban because closing stocks are projected to drop to 42.5 lt—the lowest buffer
in nearly nine years.

Data Asymmetry - Concerns over the physical accuracy of monthly stock reports declared by individual
sugar mills prompted the state to opt for a conservative baseline.

4. Macroeconomic and Policy Implications

A. Controlling Food Inflation

Headline Inflation Link - Food inflation heavily influences household expenditure and expectations. The
Reserve Bank of India (RBI) tracks these trends closely, as high food prices complicate monetary policy
and interest rate management.

Cascading Prices - Sugar spikes directly inflate downstream processed foods, beverages, and
confectionery products.
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The Protectionist Trend - This decision aligns with a broader domestic policy pattern that prioritizes
domestic price stabilization over global export integration, seen in previous bans on wheat, rice, and
onions.
B. The Food vs. Fuel Dilemma - Sugar Diversion for Ethanol
Energy Decoupling - Under the Ethanol Blended Petrol (EBP) Programme, sugarcane juice and molasses
are diverted as primary feedstocks to meet national blending targets, lowering crude oil import reliance.
Policy Trade-off - A drop in raw cane yields forces a difficult policy choice - prioritizing food security
(sugar availability) or energy security (ethanol production). The export ban acts as a buffer, preserving
internal cane volumes to support both sectors.
5. Systemic Vulnerabilities and Climate Change
Extreme Weather Sensitivity - According to the Intergovernmental Panel on Climate Change (IPCC),
tropical agriculture faces structural yield declines due to erratic weather patterns.
Recovery Rate Declines - Rising temperatures and erratic rainfall profiles lower both overall cane
tonnage per hectare and the ultimate sugar recovery rate during mill crushing.
6. Strategic Way Forward
Climate-Smart Agronomy - Transitioning sugarcane cultivation toward drip irrigation and climate-
resilient, drought-resistant crop varieties to decouple production from monsoon variability.
Supply Chain Diversification - Reducing absolute import dependence on West Asian fertilizer
components by expanding alternative import channels and building strategic domestic fertilizer
reserves.
Digital Inventory Mapping - Replacing manual stock reporting with real-time digital and blockchain-
tracked monitoring systems across all mills to eliminate speculative market hoarding.
Adaptive Policy Frameworks - Developing a dynamic, formula-driven policy mechanism that
automatically balances sugar export quotas, domestic buffers, and ethanol diversion based on real-
time reservoir and yield data.
Conclusion

The 2026 sugar export ban highlights the deep connections between climate instability, global
geopolitics, and domestic food security. While current internal supplies are sufficient, the government's
intervention acts as a necessary hedge against systemic shocks. Protecting India’s agricultural economy
over the long term requires moving past short-term export bans toward climate-resilient farming,
secure supply chains, and transparent inventory tracking.
Source - https -//indianexpress.com/article/explained/explained-economics/india-sugar-export-
ban-el-nino-stocks-10689599/
Question
The complete prohibition on sugar exports until September 2026 highlights a defensive, consumer-
centric shift in India’s agricultural trade policy. Evaluate the efficacy of using export bans to manage
food inflation against its long-term impacts on farm economy and energy transition goals.” (250
Words, 15 Marks)
1. Introduction

In May 2026, the Directorate General of Foreign Trade (DGFT) prohibited sugar exports until
September 2026. This precautionary measure was driven by fears of an El Nifio-weakened monsoon,
regional volatility in West Asian fertilizer shipping lanes, and a projected nine-year low in closing buffer
stocks ($42.5\text{It}$). While such trade interventions stabilize domestic retail markets, their broader
economic trade-offs require a critical evaluation.
2. Efficacy in Managing Food Inflation (The Merits)
Price Stabilization - Sugar is a politically and economically sensitive commodity that directly impacts
headline inflation. Prohibiting exports insulates domestic consumers from global price spikes.
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Securing Domestic Buffers - The ban prevents speculative hoarding and artificial scarcity by forcing
mills to retain stocks for domestic consumption, shielding the market from potential El Nifio crop failures.
Predictable Monetary Policy - By anchoring food inflation, the ban allows the Reserve Bank of India (RBI)
greater flexibility in managing macroeconomic growth without being forced into defensive interest rate
hikes.

3. Long-term Structural Liabilities (The Demerits)

A. De-linking from Global Supply Chains

Loss of Market Reliability - Repeated, abrupt export bans (previously seen in wheat, rice, and onions)
damage India’s reputation as a reliable global trading partner.

Financial Strain on Sugar Mills - Restricting access to high-paying international markets hurts the
revenue of sugar mills. This undermines their liquidity and delays payments to sugarcane farmers,
leading to an accumulation of cane arrears.

B. Disruption of Energy Goals (The Food vs. Fuel Conflict)

Threat to Ethanol Blending Targets - India's Ethanol Blended Petrol (EBP) Programme relies heavily on
sugarcane juice and molasses. Lower sugarcane yields combined with export caps force a difficult
policy choice - divert cane to keep domestic sugar cheap or use it to meet green fuel targets.
Macroeconomic Backlash - Restricting ethanol production increases dependency on expensive
imported crude oil, weakening the long-term goal of energy self-reliance.

4. Way Forward

To move away from blunt export bans, India needs a more balanced policy framework -

Dynamic Export Controls - Implementing a flexible, formula-driven system where export quotas adjust
automatically based on real-time reservoir data and domestic buffer levels.

Climate-Resilient Agronomy - Transitioning water-heavy sugarcane fields to drip irrigation to insulate
crop yields from El Nifio shocks.

Supply Chain De-risking - Creating strategic domestic fertilizer reserves to shield farmers from
geopolitical disruptions in the Strait of Hormuz.

Conclusion

Evaluating the 2026 sugar export ban reveals that while it succeeds as a short-term tool to
control food inflation, it functions as a temporary fix for deeper issues. Over-relying on trade prohibitions
creates financial stress in the rural economy and slows down the clean energy transition. For long-term
stability, India must transition from restrictive trade controls to structural agricultural resilience, ensuring
food security without compromising its energy goals or international trade standing.
Source - https -//indianexpress.com/article/explained/explained-economicsfindia-sugar-export-ban-
el-nino-stocks-10689599/

3. Keonjhar Incident - An Institutional Failure (BL)
General Studies Paper - General Studies Paper Il.— Governance and Social Justice
Topic - Welfare delivery mechanisms
Sub-Topic - Banking regulation and accountability
Introduction

The Keonjhar incident from Odisha, involving the death of a vulnerable tribal citizen while
attempting to access banking services, exposed serious weaknesses in India’s governance and financial
inclusion architecture. The tragedy highlighted institutional apathy, weak last-mile banking
infrastructure, lack of accountability, and inadequate responsiveness of regulatory bodies. The article
argues that the incident was not merely an isolated event, but a reflection of broader systemic failures in
governance and public service delivery.
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1. Nature of the Incident
Human Tragedy and Institutional Failure

1.

The incident symbolised the hardships faced by vulnerable citizens in accessing essential financial
services.

Failure of Public Institutions

1.

Multiple institutions, including banks and regulators, appeared insensitive and unresponsive.

Breakdown of Welfare Delivery

1.

Citizens entitled to financial services and welfare support faced avoidable suffering.

2. Financial Inclusion - Achievements and Gaps
Expansion of Banking Access

1.

India has significantly expanded formal banking access through Jan Dhan accounts, Aadhaar
linkage, and digital payments.

Persistence of Exclusion

1.

Physical access to banking services remains inadequate in remote and tribal regions.

Inclusion Beyond Account Opening

1.

True financial inclusion requires accessibility, affordability, trust, and institutional responsiveness.

3. Challenges in Rural and Tribal Banking
Limited Banking Infrastructure

1.

Rural areas often face shortages of bank branches, ATMs, and trained personnel.

Geographic and Social Barriers

1.

Vulnerable communities face difficulties due to distance, illiteracy, and administrative complexity.

Dependence on Human Intermediaries

1.

Citizens frequently rely on middlemen or local officials to access banking services.

4. Institutional’Apathy and Governance Deficit
Lack of Administrative Responsiveness

1.

Delayed action and absence of emergency support reflect weak governance culture.

Weak Accountability Mechanisms

1.

Institutions often fail to take responsibility after service delivery failures.

Procedural Over Human-Centred Governance

1.

Excessive procedural rigidity sometimes overrides humanitarian considerations.

5. Role of RBI and Banking Regulators
Regulatory Responsibility

1.

RBI plays a central role in ensuring safe, accessible, and inclusive banking systems.

Need for Stronger Oversight

1.

Regulators must ensure that financial inclusion initiatives work effectively at the grassroots level.

Importance of Public Confidence

1.

Banking systems depend heavily on institutional trust and credibility.

6. Banking Ombudsman and Grievance Redressal
Purpose of Ombudsman Mechanism

1.

Banking ombudsman systems exist to address customer grievances and institutional failures.

Concerns Raised by the Incident

1.

Delayed or inadequate responses weaken public trust in grievance redressal institutions.

Need for Citizen-Centric Systems

1.

Complaint mechanisms must become more accessible and proactive.

7. Financial Inclusion and Social Justice
Inclusion as a Democratic Responsibility

1.

Access to banking services is closely linked to dignity, welfare access, and economic participation.
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Vulnerability of Marginalised Groups

1. Tribal communities, elderly citizens, women, and poor households remain disproportionately
affected.

Welfare Delivery Linkages

1. Banking access is essential for Direct Benefit Transfers (DBTs) and social protection schemes.

8. Digital Financial Inclusion - Opportunities and Risks

Expansion of Digital Banking

1. Aadhaar-enabled payment systems and digital banking have improved outreach.
Digital Divide Concerns

1. Poor connectivity, low literacy, and technological barriers still limit access in rural regions.
Need for Assisted Banking Services

1. Human support systems remain essential for vulnerable populations.

9. Broader Governance Lessons

Citizen-Centric Governance

1. Institutions must prioritise empathy, accessibility, and responsiveness.
Importance of Local Administrative Capacity

1. Grassroots institutions should respond rapidly during emergencies.
Ethical Governance

1. Public institutions must function with accountability and social sensitivity.

10. Way Forward

Strengthen Rural Banking Infrastructure

1. Expand branches, banking correspondents, and mobile banking units in underserved areas.
Improve Grievance Redressal

1.  Ombudsman and complaint systems should become faster and more transparent.

Enhance Regulatory Accountability

1. RBI and banking institutions should monitor service delivery quality more closely.

Promote Financial Literacy

1. Vulnerable populations should receive support in accessing formal banking systems.

Build Humane Governance Systems

1. Administrative systems should prioritise dignity and citizen welfare over procedural rigidity.
Conclusion

The Keonjhar incident revealed that financial inclusion cannot be measured merely by the number of
bank accounts opened. True inclusion requires accessible institutions, responsive governance, effective
grievance redressal, and humane public administration that protects the dignity of every citizen.
Source - https -//www.thehindubusinessline.com/opinion keonjhar=incident-an-institutional-
failure/article70979603.ece# -~ =

text=This%20incident%20also%20exposes%20the repeatedly%»20emphasised%20such%20an%20outreach

Question
Q. “Financial inclusion is not merely about access to bank accounts but about ensuring dignified and
equitable access to financial services.” Discuss in the context of governance challenges in India. (250
words)
Introduction

India has made major progress in expanding financial inclusion through Jan Dhan accounts,
Aadhaar, and digital payment systems. However, recent incidents involving vulnerable citizens reveal
continuing governance and institutional gaps in access to banking services.
Challenges in Financial Inclusion
1. Rural and tribal regions continue to face inadequate banking infrastructure.
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2. Digital illiteracy and poor connectivity limit access to financial services.
3. Institutional apathy and procedural rigidity often affect vulnerable citizens disproportionately.
4. Weak grievance redressal mechanisms reduce trust in banking institutions.
Importance of Inclusive Banking Governance
1. Banking access is essential for welfare delivery and Direct Benefit Transfers (DBTs).
2. Financial inclusion promotes social justice and economic empowerment.
3. Citizen-centric governance improves trust in public institutions.
Measures Required
1. Strengthen rural banking infrastructure and last-mile connectivity.
2. Improve responsiveness of RBI, banks, and ombudsman systems.
3. Promote financial literacy and assisted digital banking services.
4. Ensure accountability and humane administrative practices in public institutions.
Conclusion
Financial inclusion must move beyond numerical targets toward meaningful access, institutional
responsiveness, and dignified service delivery. Inclusive governance requires empathy, accountability,
and strong public institutions that prioritise citizen welfare.
Source - https -//www.thehindubusinessline.com/opinion/keonjhar-incident-an-institutional-
failure/article70979603.ece# -~ -
text=This%20incident%20also%20exposes%20the repeatedly%20emphasised%20such%20an%20outreach

4. India’s 2047 Aspirations Require Large Foreign Capital Flows and Deep
Reforms (BS)

General Studies Paper - General Studies Paper Il - Governance and Economic Policy
Topic - Economic growth and development
Sub-Topic - Investment models and infrastructure financing
Introduction

India aims to become a developed economy, or “Viksit Bharat,” by 2047. Achieving this ambition
requires sustained high economic growth over several decades. However, domestic savings alone may
not be sufficient to finance the massive investment requirements needed for infrastructure,
manufacturing, urbanisation, energy transition, and technological advancement. The article argues that
India must attract large foreign capital inflows while simultaneously undertaking deep institutional and
governance reforms to create a stable, predictable, and investor-friendly environment.

1. India’s Development Ambition and Investment Needs

Goal of Viksit Bharat 2047

1. India seeks to transition from a middle-income economy:-to a developed economy by 2047.
Requirement of Sustained High Growth

1. Achieving developed-country status requires sustained high GDP growth over a long period.
Importance of Capital Formation

1. Economic growth depends heavily on investment in productive sectors and infrastructure.

2. Role of Investment in Economic Growth

Investment-Growth Relationship

1. Higher investment increases productive capacity, employment, and output.
Incremental Capital Output Ratio (ICOR)

1. ICOR measures the efficiency with which capital generates output.

2. Lower ICOR implies more efficient investment utilisation.

Need for Large Capital Formation

1. Rapid economic transformation requires substantial investment relative to GDP.
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3. Limits of Domestic Savings

Domestic Savings Constraint

1. India’s domestic savings may not be sufficient to finance all developmental needs.

Consumption—-Investment Trade-off

1. Excessive reliance on domestic savings may constrain household consumption.

Capital Gap

1. The gap between required investment and available domestic savings necessitates foreign capital
inflows.

4. Importance of Foreign Capital Flows

Sources of Foreign Capital

1. Foreign Direct Investment (FDI), portfolio investment, sovereign funds, and global institutional capital
contribute to investment financing.

Benefits of Foreign Capital

1. Foreign investment provides capital, technology, managerial expertise, and global market
integration.

Infrastructure Financing

1. Large-scale infrastructure projects require long-term external financing support.

5. Recent Concerns Regarding Capital Outflows

Investor Uncertainty

1. Policy unpredictability and global uncertainty may reduce investor confidence.
Impact on Economic Growth

1. Reduced capital inflows can affect investment, employment, and growth prospects.
Global Competition for Capital

1. Countries increasingly compete to attract global investment flows.

6. Structural Reforms Needed to Attract Capital

Policy Predictability

1. Investors prefer stable and transparent regulatory systems.

Ease of Doing Business

1. Simplified compliance and reduced bureaucratic hurdles improve investment attractiveness.
Tax and Regulatory Certainty

1. Sudden policy changes increase investment risk perceptions.

7. Institutional Reforms‘and Governance

Rule of Law and Contract Enforcement

1. Strong legal systems improve investor confidence.

Administrative Efficiency

1. Efficient governance reduces transaction costs and delays.

Regulatory Credibility

1. Independent and predictable institutions are essential for long-term investment.
8. Capital Account and Financial Sector Reforms

Capital Controls Debate

1. Excessive restrictions on capital flows may discourage investment.

Need for Financial Sector Depth

1. Strong banking and capital markets are essential for absorbing and allocating investment efficiently.
Macroeconomic Stability

1. Stable inflation, exchange rates, and fiscal policy improve investor confidence.
9. Infrastructure and Manufacturing Imperative

Infrastructure Deficit

10
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1. India requires major investments in transport, energy, logistics, and urban infrastructure.
Manufacturing Expansion

1. Industrial growth requires long-term patient capital and policy stability.

Global Supply Chain Integration

1. Foreign investment can help India integrate into global value chains.

10. Risks Associated with Foreign Capital Dependence

Volatility of Portfolio Flows

1. Short-term capital flows may reverse during global crises.

External Vulnerability

1. Excessive dependence on external capital can expose economies to financial shocks.
Need for Balanced Strategy

1.  Domestic savings and foreign investment must complement each other.

11. Way Forward

Build Investor Confidence

1. Ensure policy consistency and regulatory transparency.

Deepen Structural Reforms

1. Simplify taxation, land acquisition, labour regulation, and business procedures.
Strengthen Institutions

1. Improve contract enforcement and governance quality.

Enhance Infrastructure Financing

1. Expand long-term financing mechanisms and public-private partnerships.
Balance Stability with Openness

1. Maintain macroeconomic stability while encouraging productive foreign investment.

Conclusion

India’s aspiration to become a developed economy by 2047 requires unprecedented levels of
investment and institutional transformation. Foreign capital can play a crucial role in bridging the
investment gap, but sustained investor confidence will depend on policy predictability, strong
institutions, macroeconomic stability, and deep structural reforms.
Source - https -//www.business-standard.com/opinion/columns/india-s-2047-ambitions-need-large-

foreign-capital-inflows-deep-reforms-126051401779 _1.html

Question

Q. “India’s ambition of becoming a developed economy by 2047 requires both large foreign capital
inflows and deep structural reforms.” Examine. (250 words)

Introduction

India’s vision of Viksit Bharat 2047 requires sustained high economic growth supported by large-
scale investment in infrastructure, manufacturing, and technology. Since domestic savings alone may
not meet these requirements, foreign capital inflows become essential.

Importance of Foreign Capital

1. Foreign investment supplements domestic savings and supports capital formation.
2. FDI brings technology, managerial expertise, and global market integration.

3. Infrastructure and manufacturing sectors require long-term investment financing.
Need for Structural Reforms

1. Investors require policy stability and regulatory predictability.

2. Ease of doing business and efficient governance improve investment confidence.
3. Strong legal systems and contract enforcement reduce investment risks.

4. Stable macroeconomic conditions encourage long-term capital inflows.
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Challenges

1. Policy uncertainty and excessive regulatory intervention discourage investors.
2. Global capital flows remain volatile and sensitive to geopolitical risks.

3. Infrastructure gaps and administrative delays reduce competitiveness.

Conclusion

Foreign capital can accelerate India’s developmental transformation, but sustainable investment
inflows require deep institutional reforms, predictable governance, macroeconomic stability, and a
long-term commitment to creating a globally competitive investment environment.
Source - https -//www.business-standard.com/opinion/columns/india-s-2047-ambitions-need-large-
foreign-capital-inflows-deep-reforms-126051401779 _1.html
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