Q.1) “MSMEs are key to employment generation and inclusive growth yet face persistent
structural challenges.” Discuss the major bottlenecks faced by MSMEs in India and examine
the effectiveness of recent policy interventions aimed at addressing them. (150 words, 10
marks)

Introduction

MSMEs are growth engines of the Indian economy, contributing 30% to GDP, 49% to exports,
and employing over 11 crore people (Annual Report, Ministry of MSME, 2022-23). They are
crucial for equitable growth, grassroots entrepreneurship, and regional development.
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Key to Employment Generation and Inclusive Growth

1. Labour-Intensive Sector: MSMEs create four times more jobs per unit of capital than large
enterprises (Economic Survey 2020-21).

2. Geographic Spread: Promote balanced regional development, especially in semi-urban and
rural areas.

3. Women and SC/ST Empowerment: Schemes like Stand-Up India encourage
underrepresented groups in entrepreneurship.

4. Support to Informal Sector: MSMEs offer livelihood to a large informal workforce, aiding in
poverty reduction and inclusion.

Major Bottlenecks Faced by MSMEs

1. Credit Crunch: The credit gap is 25 lakh crore (IFC Report, 2018); banks perceive MSMEs as
high-risk.

2. Delayed Payments: Over 10,000 crore in dues remain unpaid by PSUs and large firms (ClI
Report, 2022).

3. Low Formalisation: Only around 1.3 crore MSMEs are registered under Udyam out of ~6
crore total.

4. Technology and Skill Gaps: Outdated machinery and unskilled labour reduce global
competitiveness.

5. Prevalence of Dwarf MSMEs: As per Economic Survey 2018-19, firms older than 10 years
with low productivity dominate the sector, blocking growth and job creation.

Recent Policy Interventions

1. Emergency Credit Line Guarantee Scheme (ECLGS): Disbursed over X3.6 lakh crore to 1.2
crore MSMEs post-COVID.

2. Udyam Portal: Seamless, Aadhaar-based registration has led to over 2 crore MSMEs being
formalised (2024).

3. RAMP Scheme (2022-27): X6,000 crore World Bank-supported initiative for productivity and
export readiness.

4. Trade Receivables Discounting System (TReDS): Enables quicker invoice settlement through
fintech-led platforms.




5. MSME Act Reforms: Proposals to decriminalise minor offences and introduce time-bound
payment enforcement aim to ease compliance and protect working capital.

Successes So Far

1. Enhanced Formal Credit Access: Share of institutional lending to MSMEs has increased post-
ECLGS.

2. Improved Registration and Data: Udyam has helped build a real-time MSME database for
targeted policy.

3. Boost to Digital Adoption: Over 1.5 lakh MSMEs onboarded on Government e-Marketplace
(GeM), increasing public procurement access.

4. Increased Participation in Exports: MSME share in exports rose from 48.5% in 2020 to 49.5%
in 2023 (DGFT data).

Way Forward

1. Implement Payment Enforcement Mechanisms: Strengthen the SAMADHAAN portal and
introduce statutory penalties for delayed payments to MSMEs.

2. Adopt Cluster-Based Strategy: As per U K Sinha Committee (2019), promote credit,
technology, and skill development through cluster models.

3. Improve Access to Formal Credit: Deepen fintech-banking partnerships and expand CGTMSE
coverage to high-risk but viable MSMEs.

4. Upgrade Technology and Productivity: Provide targeted incentives for Industry 4.0 adoption
and enhance tool room support in manufacturing hubs.

5. Build Integrated Policy Architecture: Establish a unified MSME digital platform for
registration, compliance, finance, skilling, and export facilitation (Economic Survey 2020-21).

Conclusion

MSMEs hold the key to sustainable and inclusive growth, but require continued reforms in
finance, regulation, and technology. A dynamic, digitally integrated MSME ecosystem is essential
for India’s $5 trillion economy vision.

Q.2) “Public-Private Partnerships (PPP) have been promoted as a viable model to modernize
Indian Railways.” Evaluate the potential and limitations of PPP in railway station
redevelopment and infrastructure upgradation. (150 words, 10 marks)

Introduction

Indian Railways, the fourth-largest railway network globally, serves over 8 billion passengers
annually. With rising capacity constraints and modernisation needs, PPP has emerged as a vital
model to infuse private capital, technology, and operational efficiency.

Body

Potential of PPP in Railways




Resource Mobilisation: PPP reduces the financial burden on Indian Railways, which needs
over X50 lakh crore in investments by 2030 (NRP Vision 2030).

Operational Efficiency: Private partners bring advanced tech, timely project delivery, and
better asset utilisation.

Station Redevelopment: Projects like Habibganj and Gandhinagar stations showcase world-
class designs and better commuter experience.

Modernisation of Infrastructure: PPP is being used in high-speed corridors (Mumbai-
Ahmedabad bullet train), and private freight terminals.

Limitations of PPP Model

1.

Lack of Bankable Projects: Private investors find limited commercial viability in smaller
stations with low footfall.

Land and Clearances: Delays due to unclear land titles and cumbersome approval processes
hinder PPP rollout.

Revenue Model Challenges: Monetisation from real estate or commercial activities often falls
short, making ROl unattractive.

Past Project Failures: BOT station redevelopment attempts under 2009 policy saw poor
response and minimal execution.

Risk Aversion: Long gestation periods and regulatory uncertainty dissuade serious private
players.

Recent Policy Interventions

1. Station Redevelopment Policy 2020: Shifts to EPC + O&M model with assured returns and
transparent bidding norms.

2. Railways Infrastructure for Future Initiative: Budget 2023 allocated X2.4 lakh crore, with PPP
in capex-heavy areas like rolling stock, terminals.

3. Asset Monetisation Pipeline: Railways identified 400+ stations and land parcels under NMP
to attract private investment.

4. Gati Shakti and PM Gati Shakti Cargo Terminals: Integrated logistics with private
participation and faster clearances.

Way Forward

1. Streamline Approval Process: Create a single-window clearance mechanism with fixed
timelines.

2. Ensure Viable Revenue Models: Provide long-term leases and allow dynamic pricing and real
estate monetisation.

3. Risk Sharing and Policy Clarity: As advised by the Kelkar Committee (2015), adopt balanced
risk allocation and restructuring of Railways to separate policy, operations, and regulation.

4. Capacity Building in Railways: Train officials in PPP appraisal, monitoring, and stakeholder
engagement.

5. Strengthen Accountability and Regulatory Oversight: Establish independent dispute

resolution and performance review bodies.




Conclusion

Guided by the Bibek Debroy Committee’s reform vision, PPPs can make Indian Railways future-
ready by integrating private capital with public planning to deliver efficient, modern, and
commuter-friendly infrastructure aligned with national growth priorities.

Q.3) “India’s renewable energy ambitions are high, but implementation faces multiple
hurdles.” Critically assess India’s progress in the sector and outline key challenges that need
urgent policy focus. (150 words, 10 marks)

Introduction

India is the world’s 4th-largest renewable energy producer with over 180 GW installed capacity
(MNRE, 2024). Despite global praise and ambitious goals under UNFCCC and Panchamrit,
implementation gaps persist, demanding a realistic policy rethink.

Body

India’s High Renewable Energy Ambitions

1. 500 GW by 2030 Target: India aims for 500 GW non-fossil fuel capacity by 2030, announced
at COP26.

2. Energy Transition Leadership: Under ISA and CDRI, India positions itself as a global

renewable’s leader.

‘Panchamrit’ Commitments: Net-zero by 2070, with 50% power from renewables by 2030.

4. Green Hydrogen Mission: Budget 2023-24 allocated X19,744 crore to promote green
hydrogen and domestic manufacturing.
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Progress Made

1. Rapid Solar Growth: Solar capacity grew from 2.6 GW in 2014 to 75+ GW by 2024 (MNRE).

2. Falling Tariffs: Solar tariffs dropped to INR 2.14/unit, making renewables more competitive

than coal.

International Partnerships: Collaborations with EU, UAE, and Japan support FDI and R&D.

4. Rooftop and Off-grid Initiatives: Over 11 GW roof-top solar installed; Saubhagya electrified
2.8 crore homes.

5. Energy Storage Push: Budget 2023 supports Battery Energy Storage Systems (BESS) of 4,000
MWh via Viability Gap Funding.
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Challenges in Implementation

1. Land Acquisition & Transmission Bottlenecks: Solar parks face delays due to land and grid
unavailability.

2. DISCOM Financial Stress: Poor payment records disincentivise private developers.

3. Policy Uncertainty: Frequent changes in import duties and PPA renegotiations deter
investment.




4. Slow Storage Capacity Growth: Lack of viable storage hampers round-the-clock renewable

supply.
5. Manufacturing Dependence: Over 80% of solar modules still imported, mostly from China.

Initiatives and Policy Measures

1. Production Linked Incentive (PLI) Scheme: X76,000 crore to boost solar PV and component
manufacturing.

2. Green Energy Corridor: Strengthening interstate transmission for renewables evacuation.

3. National Hydrogen Mission: Promotes electrolyser production, green hydrogen hubs, and
export ecosystem.

4. PM-KUSUM: Aims to solarise 30.8 lakh pumps and encourage farmer participation in RE.

5. Budget 2024: Emphasised offshore wind, pumped hydro, and grid-scale storage
development.

Way Forward

1. Strengthen DISCOMs: Implement UDAY 2.0 with strict compliance and loss-reduction
mandates.

2. Ease Land & Forest Clearances: Create RE zones with pre-cleared land and simplified
processes.

3. Stable Policy Environment: Ensure long-term certainty in tariffs, duties, and open access
norms.

4. Invest in Storage and Grid Tech: Scale up BESS, pumped hydro and smart grid projects with
PPP support.

5. Foster Domestic Manufacturing: Fast-track PLI rollouts and reduce import dependency in line
with Atmanirbhar Bharat.

Conclusion

India’s renewable journey reflects vision but faces executional strain. Achieving Panchamrit
targets requires aligning PPP, domestic manufacturing, and fiscal policy with ground realities to
create a resilient, green, and inclusive energy future.

Q.4) “India’s Production-Linked Incentive (PLI) scheme is an attempt to transform the
manufacturing ecosystem and reduce import dependence.” Discuss the rationale behind the
PLI scheme and critically analyze its impact on industrial growth, innovation, and job
creation. (250 words, 15 marks)

Introduction

Launched in 2020, the PLI scheme aims to make India a global manufacturing hub by reducing
import dependence—especially in electronics, APls, and renewables where over 70-90%
components are imported—while boosting exports, jobs, and innovation.




Body

Features of the PLI Scheme

1. Financial Incentives: Offers financial rewards to domestic and foreign manufacturers based
on incremental sales over a base year.

2. Sectoral Coverage: Initially launched for 3 sectors—electronics, electrical components, and
medical devices—now extended to 14 sectors including drones, EVs, pharma, and solar.

3. Import Substitution: Targets domestic capability in key sectors like APIs and electronics to
reduce over-reliance on imports.

4. Performance Metrics: In sectors like ACC batteries and drones, incentives are based on sales,
performance, and local value addition over five years.

5. Focus on R&D: Encourages companies to invest in R&D to maintain global competitiveness
and create intellectual property in India.

Rationale Behind the PLI Scheme

1. Reviving Manufacturing’s GDP Share: With manufacturing stagnant at ~16% of GDP, PLI aims
to push this toward 25% through targeted interventions.

2. Global Value Chain Integration: Seeks to position India as a China+1 destination by attracting
global supply chains and enhancing export competitiveness.

3. Strategic Sectoral Independence: Reduces vulnerability in essential sectors like pharma,
solar, and electronics by encouraging local production.

Impact of the PLI Scheme

1. Boost to Electronics Manufacturing: Mobile exports have doubled to 90,000 crore by FY24;
India is now among the top 5 global smartphone exporters.

2. Employment Generation: Estimated creation of over 60 lakh direct and indirect jobs,
especially in emerging and labor intensive sectors.

3. Capital Investment Surge: Approved firms have committed X3.5 lakh+ crore in investments,
bolstering industrial infrastructure and supply chains.

4. Innovation Ecosystem Growth: R&D and design-led manufacturing in EVs, pharma, and
renewable sectors have gained traction.

5. Recent Budget Initiatives: Budget 2023 allocated 19,500 crore for solar PLI; Budget 2024
extended PLI to green hydrogen and semiconductors, promoting next-gen industrial capacity.

Challenges in Implementation

1. Assembly vs. Value Addition: Incentives often reward final assembly rather than deep
domestic manufacturing; most high-value components still imported.

2. WTO Constraints on Local Sourcing: Global trade rules restrict linking incentives to local
content, impeding full value chain development.

3. Vague Disbursal Criteria: Lack of transparent, uniform criteria across ministries leads to
opaqueness and implementation inconsistency.

4. Lack of Centralized Monitoring: Absence of a unified database hinders tracking of outputs
like job creation or incremental exports.




5. Limited MSME Inclusion: High qualification thresholds exclude MSMEs, reducing the
scheme’s penetration in grassroots manufacturing.

Way Forward

1. Enable MSME Participation: Design low-barrier PLIs tailored to MSMEs and industrial clusters
for broader inclusion.

2. Deepen Domestic Supply Chains: Focus on upstream ecosystem development—
components, raw materials, and tooling capacities.

3. Link Incentives to Innovation: Introduce a Research-Linked Incentive (RLI) model to
encourage IP creation and product design.

4. Implement Committee Recommendations: As per EAC-PM, align PLIs with skill development
and state industrial strategies for comprehensive impact.

Conclusion

To fulfil the objectives of the National Manufacturing Policy and realize the vision of
Atmanirbhar Bharat, the PLI scheme must evolve from an assembly-driven approach into a long-
term strategy fostering innovation, self-reliance, and sustainable industrial development.

Q.5) “Efficient logistics is the backbone of economic competitiveness.” Examine the current
challenges in India’s logistics sector and evaluate the significance of the PM Gati Shakti
scheme and National Logistics Policy in overcoming them. (250 words, 15 marks)

Introduction

India’s logistics sector—comprising transport, warehousing, freight, and inventory
management—contributes around 14% to GDP. As per the World Bank, inefficiencies hamper
competitiveness, necessitating reforms like PM Gati Shakti and the National Logistics Policy.
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Challenges in India’s Logistics Sector

1. High Logistics Cost: Costs at 14-18% of GDP, much higher than global benchmarks of ~8%,
reducing competitiveness.

2. Road-Heavy Modal Share: Over 60% freight by road creates congestion, emissions, and

inefficiencies.

Fragmented Infrastructure Planning: Silos across ministries lead to duplication and delays.

Weak Multimodal Integration: Scarcity of rail/port linkage limits economies of scale.

Last-Mile Delivery Bottlenecks: Poor warehousing and clearances block urban logistics.

Low Tech Adoption: 10T/RFID uptake remains restricted to a few players.

State-Level Disparities: Uneven logistics efficiency across states.

The National Transport Development Policy Committee (NTDPC) 2014 advocated integrated

multimodal planning and a unified transport ministry, which remains partly unimplemented.
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Significance of PM Gati Shakti Scheme
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Integrated Planning Platform: GIS portal links 16 ministries to reduce duplication.
Multimodal Connectivity: Enables MMLPs, economic zones, and freight corridor alignment.
Real-Time Monitoring: Tracks project timelines and costs to prevent overruns.

GIS-Based Mapping: Uses satellite data to identify gaps in connectivity.

Economic Survey 2022-23: Recognized PM Gati Shakti as pivotal in boosting capital
formation and reducing logistics inefficiencies.

Role of National Logistics Policy (NLP), 2022
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Cost Reduction Goal: Targets cut logistics costs to ~“8% of GDP by 2030.

Unified Digital Interface (ULIP): Links 30+ digital systems for real-time cargo tracking.
Standardization & Skilling: Advocates warehousing norms and logistics certification.

LEADS Index: Facilitates inter-state benchmarking and policy improvement.

Committee Input: DPIIT’s Logistics Development Committee emphasized digitization and
private-sector integration in NLP formulation.

Progress Achieved So Far

1. World Bank Logistics Index: India’s rank improved from 44 (2018) to 38 (2023).

2. National Master Plan Projects: Over 1000+ projects are live on PM Gati Shakti portal,
enabling quicker approvals.

3. Dedicated Freight Corridors: Western and Eastern DFCs nearing completion; transit time cut
by ~40-50%.

4. Multimodal Logistics Parks: 35 MMLPs are under development in locations like Nagpur,
Chennai, and Guwahati to enhance freight movement.

Way Forward

1. Modal Shift to Rail & Waterways: NITI Aayog recommends increasing rail freight share to
45% and reviving inland waterways for cost-efficient, low-carbon transport.

2. Adopt Green and Smart Logistics: Encourage electric freight fleets, solar-powered
warehouses, and end-to-end digital integration.

3. Build Regional Logistics Hubs: Promote state-level logistics policies and infrastructure
clusters to bridge regional disparities and improve last-mile connectivity.

Conclusion

A robust logistics ecosystem will enhance ease of doing business, support Make in India, and help
achieve the $5 trillion economy vision. Gati Shakti and NLP, if effectively implemented, can
transform India into a global logistics powerhouse.




