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6thDec, 2024

1. States and the Challenge Before the Finance Commission
GS 3 (Economy)

 Why in News:
o The Government of Tamil Nadu recently hosted the Sixteenth Finance Commission, chaired by

renowned economist Arvind Panagariya.
o With its panel of distinguished experts, the

Commission is uniquely positioned to tackle
critical fiscal challenges and rectify the
existing imbalances in the financial
relationship between the Union and the States.

o Its decisions will not only shape the economic
trajectory of India for the next five years but
will also set the foundation for the country’s
fiscal health in the decades ahead.

 Global Economic Shifts and Opportunities for Finance
Commission

o The Sixteenth Finance Commission's work comes at a time of significant global economic
transformations.

o Emerging concepts like friend shoring and reshoring are redefining international trade and investment.
o For India, and progressive States, these trends offer unique opportunities.
o However, the challenge lies in achieving a dual objective: equitable redistribution of resources and

incentivising high-performing States to maintain their growth momentum.
o Since its inception in 1951, each Finance Commission has sought to address the fiscal challenges of its

time, often through vertical and horizontal devolution of resources.
o Vertical devolution pertains to the Union-State revenue sharing, while horizontal devolution aims to

allocate resources among States to bridge developmental disparities.
o Despite these efforts, significant gaps between intended objectives and actual outcomes persist.

 The Case for Equitable Devolution
o Vertical Devolution: A Need for Increased State Autonomy

 Vertical devolution refers to the sharing of the central tax pool between the Union and the
States.

 Historically, Finance Commissions have sought to increase the States’ share to empower them
in implementing developmental programs.

 However, the effectiveness of this mechanism has been diluted due to the Union's increasing
reliance on non-divisible revenue sources such as cesses and surcharges.

 For instance, while the Fifteenth Finance Commission recommended allocating 41% of the
divisible pool to States, the effective devolution during the first four years of its award period
stood at only 33.16% of the Union's gross tax revenue.

 This discrepancy arises from the Union’s practice of collecting a significant portion of its revenue
through cesses and surcharges, which are not shared with States.

o Horizontal Devolution: A Shift Towards Balanced Growth
 Horizontal devolution addresses the distribution of resources among States, considering factors

like population, area, and developmental indicators.
 While this mechanism aims to uplift less-developed States, its outcomes have often been

suboptimal.
 The redistribution policies of the past have focused predominantly on equalising resources

without adequately incentivising performance, resulting in limited real growth in many recipient
States.
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 This raises a critical question: Should the focus remain on redistributing a smaller national
economic pie to less-developed States, or should the goal be to expand the national pie while
ensuring equitable distribution?

 A more balanced approach is essential and there should be a progressive resource allocation
methodology.

 For instance, the Finance Commission can create a system where high-performing States
receive adequate resources to sustain their growth trajectory while less-developed States are
supported in achieving baseline development goals.

 Challenges Faced by Progressive States
o Declining Revenue from Consumption-Based Taxes

 Older populations typically consume less, reducing the revenue generated from consumption-
based taxes like Goods and Services Tax (GST)

 For States that rely heavily on such taxes, this decline can create a fiscal deficit that hampers
their ability to fund developmental initiatives.

o Rising Social Expenditure
 As the population ages, the demand for healthcare, pensions, and social welfare programs

increases.
 This puts additional strain on the State's finances, forcing it to allocate a larger share of its

budget to non-productive expenditures.
 If left unaddressed, this could lead to stagnation in developmental spending and slow

economic growth.
o Infrastructure Development

 Rapid urbanisation necessitates massive investments in infrastructure, including transportation
networks, housing, water supply, waste management, and energy systems.

 Without adequate funding, these critical projects can stagnate, leading to overcrowded cities,
inadequate public services, and declining quality of life.

o Environmental Concerns
 Urbanisation often exacerbates environmental challenges, such as air and water pollution, loss

of green spaces, and climate-related vulnerabilities like flooding.
 For a coastal State like Tamil Nadu, these risks are particularly acute and demand proactive

resource allocation to build climate-resilient cities.
o Social Equity Issues

 Urban areas tend to attract a diverse population, including migrant workers seeking better
opportunities.

 This influx can create social equity issues, such as access to affordable housing, healthcare, and
education, which require targeted interventions.

o Rising Costs of Developmental Programs
 High-performing States are expected to maintain their momentum by investing in

infrastructure, innovation, and welfare programs.
 However, inadequate fiscal transfers from the Union and the burden of counterpart funding for

centrally sponsored schemes leave little room for discretionary spending.
o Reduced Incentives for Performance

 Progressive States often feel penalised for their success.
 The redistribution model prioritises less-developed States, sometimes at the expense of

rewarding high-performing ones.
 This lack of incentives can demotivate these States from continuing their ambitious

development programs.
 Way Forward

o The Need for Tailored Solutions
 The unique challenges faced by progressive States like Tamil Nadu highlight the need for

tailored fiscal policies and resource allocation frameworks.
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 The Sixteenth Finance Commission must recognise these challenges and adopt a more nuanced
approach to devolution.

 By providing adequate incentives, addressing urbanisation pressures, and supporting
demographic transitions, the Commission can ensure that these States not only sustain their
growth but also serve as role models for inclusive and sustainable development across India.

o Envisioning a Balanced Future
 The Sixteenth Finance Commission’s mandate extends beyond fiscal allocations.
 It must envision a future where all States, regardless of their developmental status, contribute

to and benefit from the nation’s progress.
 This involves creating manufacturing growth, addressing urbanisation challenges, and ensuring

climate resilience.
 The Commission's decisions will shape not just fiscal policies but the socioeconomic fabric of

the country, influencing millions of lives and solidifying India’s position as a global economic
leader.

 Conclusion
o The Sixteenth Finance Commission holds immense responsibility in recalibrating India’s fiscal framework.
o By prioritising equitable resource distribution and incentivising high-performing States, it can address

developmental disparities without stifling progress.
o The Commission’s decisions will serve as a cornerstone for India’s journey toward inclusive and

sustainable growth, ensuring every State’s potential is realized in the nation’s collective advancement.

2. Proba-3 Mission
GS 3 (Science and Tech)

 Why in News: The Indian Space Research Organisation (ISRO) successfully launched the European Space Agency's
"groundbreaking" Proba-3 mission on board its PSLV-59
rocket.

 What is Proba-3 mission?
o Proba stands for "Project for On-Board

Autonomy", and it refers to a series of
experimental missions initiated by the European
Space Agency (ESA).
 Proba-1: Launched in 2001, focused on

demonstrating advanced onboard
autonomy.

 Proba-2: Launched in 2009, focused on
solar observation.

 Proba-V: Launched in 2013, an Earth-
observing satellite dedicated to
vegetation mapping.

o Proba-3 is a joint mission aimed at exploring
the Sun’s corona, the outermost layer of its atmosphere, which plays a crucial role in understanding solar
dynamics and space weather phenomena.

o The mission aims to study the Sun’s corona at an entirely new scale by creating an artificial eclipse.
o Mission life: Two years
o Launch Vehicle: The PSLV-C59 launch vehicle will carry two ESA satellites, each weighing approximately

550 kg, into a highly elliptical orbit of around 600 x 60,530 km and have an orbital period of 19.7 hours.
o The Proba-3 mission will be unique as it marks the first time two satellites, that will work together to

mimic a natural solar eclipse:
 Occulter Spacecraft (weighing 200 kg)
 Coronagraph Spacecraft (weighing 340 kg)
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o Launched together in a stacked configuration, the two small satellites will demonstrate “precise
formation flying. After launch, they will separate and fly in a coordinated manner, creating an artificial
solar eclipse in Earth’s orbit.

o The artificial eclipse will provide a 100-fold increase in observation time, enabling scientists to study the
corona for longer periods than was previously possible. This mission is expected to generate about 50
eclipses per year, each lasting approximately six hours.

o Study of the Sun’s Corona: Studying the corona is crucial because it is the source of space weather—solar
winds, solar storms, and other phenomena that affect both the Earth’s atmosphere and satellite
operations. Understanding the corona is key to predicting and mitigating space weather events.

 Increasing reliability of ISRO’s PSLV
o ISRO's PSLV has built a reputation for reliability, with only two failures in 60 launches.
o This track record, coupled with India's active space diplomacy and evolving space policy, makes PSLV a

favored choice.
o The European Space Agency (ESA) has been increasingly reliant on ISRO for launching missions, such

as Proba-3, due to the unavailability of its own operational launch vehicle.
 Historically, ESA's Ariane rockets were known for their reliability, and India frequently used Ariane to launch its

satellites. However, with Ariane 5 retired and Ariane 6 still under development, ESA lacks an active launch
vehicle, leading them to seek alternative providers like ISRO.

3. Bharatiya Vayuyan Vidheyak 2024
GS 2 (Governance)

 Why in News: The Bharatiya Vayuyan Vidheyak (2024), or the Indian Aviation Bill, has been passed in the Indian
Parliament. It aims to replace the Aircraft Act of 1934 and update India’s aviation laws to align with international
standards and improve the sector's efficiency. The bill,
passed by both Houses of Parliament, seeks to address
key issues in India’s aviation sector, including safety,
consumer protection, and ease of doing business.

 Key Provisions and Objectives of the Bill:
o Enhancing Safety and Regulatory Oversight: The

bill aims to improve safety standards in the
aviation sector, ensuring better regulatory
oversight and consumer protection in line with
global practices.
 It focuses on setting up stronger

governance structures for civil aviation
authorities to boost accountability and
transparency.

o Self-Reliance in Aircraft Manufacturing: The bill encourages self-reliance in aircraft
manufacturing and maintenance within India, which could help the country become more competitive in
the global aviation market.

o Regulation of Aviation Components: The bill allows the central government to regulate various aspects
of civil aviation, including the issuance of licenses for aircraft-related operations (e.g., Radio Telephone
Operator Certificate).
 It also empowers the government to establish rules for civil aviation security and adherence

to international aviation conventions
o Removal of Redundancies: The bill seeks to remove ambiguities and redundancies in the existing

Aircraft Act of 1934, making the system more streamlined and easier to implement.
 It also includes provisions for penalties, fines, or imprisonment for violations, making

enforcement more robust.
o Emergency Powers: The government is empowered to take emergency actions related to public safety

and tranquillity in the aviation sector.
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 This includes the ability to provide compensation for losses or damages in aviation-related
incidents, along with mechanisms for appeals against certain decisions
(e.g., compensation, licensing, penalties).

o Repeal of the Aircraft Act, 1934: The bill repeals the Aircraft Act of 1934 and updates the legal
framework to better cater to current challenges and future growth in the aviation sector.

 Issues Addressed in Parliament:
o Airfare Concerns: During the debate, MPs raised concerns about rising airfares. In response, the Civil

Aviation Minister clarified that airfares in India are deregulated (since 1994) and determined by airlines.
However, the government monitors fares and mandates that airlines inform the Ministry before setting
prices for specific routes.
 He also emphasized that the UDAN Scheme (Ude Desh ka Aam Naagrik) is helping to increase

accessibility by improving air travel options for more people.
o Title Change of the Bill: There was a debate over the bill’s title being changed from English to Hindi. The

minister explained that the change was made to highlight India’s heritage and culture, and assured that
there was no violation of the Constitution regarding language use in lawmaking.

4. Punatsangchhu-II Hydropower Project
GS 2 (International Relations)

 Why in News: India and Bhutan recently discussed hydropower projects including the 1020 MW Punatsangchhu-II
hydropower project, and expressed satisfaction as it was “nearing completion”.

 About Punatsangchhu-II Hydropower Project:
o It is a 1 GW run-of-the-river hydroelectric power-

generating facility under construction in the Wangdue
Phodrang district of Bhutan.

o It is located on the right bank of the Punatsangchhu
River in the Wangdue Phodrang district in Western
Bhutan.

o The project is being developed by the Punatsangchhu II
Hydroelectric Project Authority, under an Inter-
Government Agreement between the Royal
Government of Bhutan and the Government of India.

o It is funded by the Government of India with 30% grant
and 70% loan.

o The project Authority shall be dissolved within two
years after the commissioning, and the project shall
be handed over to the Royal Government of Bhutan.

o The project involves the construction of a 91m-high and
223.8m-long concrete gravity dam, along with an 877.46m-long and 12m-diametre diversion tunnel with
a discharge capacity of 1118 cubic metres per second.
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5. Focus on Deregulation and Inclusive Growth
GS 3 (Economy)

 Why in News:
o Chief Economic Advisor (CEA) V. Anantha Nageswaran announced that deregulation, or easing

regulations across sectors, will be a major focus of the upcoming Economic Survey 2024-25.
o Set to be presented alongside the FY26 Budget in February 2024, the survey will explore themes like the

role of MSMEs, human capital development, and structural reforms needed to sustain long-term growth.
 What is Deregulation?

o Meaning:
 Deregulation involves the removal or

reduction of government controls over
industries or sectors, fostering
competition by opening the market to more
players.

 By fostering competition,
deregulation enhances the quality of goods
and services, benefiting end consumers.

 While it promotes economic growth and
investment opportunities, deregulation
often includes compliance requirements to
ensure fair monitoring and accountability.

o Understanding deregulation: Deregulation has its advocates and critics, with both sides shaping market
conditions.
 Proponents: Advocate for free markets. Believe deregulation reduces barriers, enabling

businesses to thrive.
 Opponents: Argue for regulatory frameworks to ensure transparency. Aim to prevent financial

crises and protect consumer interests, particularly in sensitive sectors like finance.
 Analysing the Role of Regulation in Key Sectors:

o Railways: It remains under government control to ensure affordability and accessibility of essential
services.

o Financial markets and banking: Highly regulated sectors like finance and banking are monitored to
protect investors and maintain customer trust.

o Global examples:
 US: The Securities and Exchange Commission (SEC) ensures accountability and transparency in

financial markets.
 India: The Securities and Exchange Board of India (SEBI) performs a similar role in streamlining

financial markets.
 Main Issue Faced by the Indian Economy:

o Creeping informalisation of the workforce:
 The CEA highlighted a shift in hiring trends post-COVID-19, with companies favoring contractual

employees over permanent ones.
 This "creeping informalisation" has led to lower wage growth, which has not kept pace with

inflation, thereby dampening consumption.
o Call for wage structure correction:

 Despite wage stagnation, corporate profits have quadrupled in the past four years and are at a
15-year high as a share of GDP.

 To drive consumption-led growth, Nageswaran stressed the need for corporates to address wage
disparities.

 He warned that failing to align wage growth with inflation could perpetuate a "self-destructive
cycle" of low consumption and savings.
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 Reforms Suggested for Economic Growth in India:
o Deregulation and gender equality:

 The CEA underscored the role of deregulation in bridging the gender divide in employment.
 He criticized the existence of 118 state-level occupational restrictions for women, advocating

for policy changes to improve female labour force participation.
 Examples of change: Women are already excelling in traditionally male-dominated fields such as

defence and aviation.
 Therefore, deregulation at state and local levels is crucial to unlocking job opportunities for

women.
o Strengthening MSMEs: To enhance manufacturing's contribution to GDP, Nageswaran emphasised the

need to expand MSMEs into medium and large enterprises, learning from Germany and Switzerland.
o Breaking the "Tyranny of Concessions": Many enterprises intentionally remain small to avail of

concessions, limiting their growth potential.
o Target for manufacturing: Increasing manufacturing’s share in GDP to 25% is a priority.

 Conclusion:
o The upcoming Economic Survey 2024-25 will focus on addressing systemic issues like wage disparities,

deregulation, and MSME growth to ensure sustainable and inclusive economic development.
o While challenges persist, the CEA projects a positive growth trajectory, emphasising reforms to drive

consumption and investment.

6. Rising Price of Potato in Odisha
GS 3 (Agriculture)

 Why in News:
o Odisha government has blamed the West Bengal government for creating an artificial scarcity of potatoes.
o Odisha has faced high potato prices for months, worsened by West Bengal's recent restriction on

shipments due to rising prices in its own markets.
o As a major supplier, West Bengal's actions have

significantly impacted Odisha, which depends heavily
on these imports.

 Agro-climatic condition required for Potato cultivation
o Climate

 Potatoes grow best in temperate climates
with moderately cool temperatures during
the growing season. The ideal conditions for
growing potatoes are:

o Temperature
 The ideal temperature range for growing

potatoes is 18–29°C during the day and 13–
18°C at night.

 The optimum temperature for vegetative
growth is 24°C, while the ideal temperature
for tuber development is 20°C

 Temperatures above 30°C can stop bulb formation.
o Sunlight

 Potatoes need at least six hours of sunlight per day, but they can also grow in dappled shade.
 However, growing in shade can result in smaller tubers and lower yields.

o Soil
 The potato can be grown almost on any type of soil except saline and alkaline soils.
 Soils, which are naturally loose, offer least resistance to the enlargement of the tubers is

preferred.
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 Loamy and sandy loam soils, rich in organic matter with good drainage and aeration are most
suitable for cultivation of potato crop.

 The soil with pH range of 5.2-6.4 is considered to be ideal.
 Potato production in India

o India’s Position in Global Potato Production
 India is the second-largest producer of potatoes globally, after China.
 Between 1991-92 and 2020-21:

 Potato cultivation area doubled from 11 to 22 lakh hectares.
 Production tripled from 181.95 to 561.72 lakh metric tonnes.
 Productivity rose by over 50%, from 16 to 25 metric tonnes per hectare.

o Potato Cultivation in India
 Primary Season: Rabi (winter-spring).
 Major Producing States: Uttar Pradesh, West Bengal, Bihar, Gujarat, Madhya Pradesh, Punjab,

Haryana, Assam, Jharkhand, and Chhattisgarh.
 Kharif Cultivation: Limited to Uttarakhand, Karnataka, Himachal Pradesh, Tamil Nadu, and

Maharashtra.
o Top Producers in 2021-22:

 Uttar Pradesh: 161 lakh metric tonnes.
 West Bengal: 124 lakh metric tonnes.
 These two states accounted for almost 50% of India’s total production of 533 lakh metric tonnes.

 Potato’s price rise
o Seasonal Price Trends of Potatoes

 Potato prices typically decline during the arrival of the rabi crop in winter and spring.
 Prices usually rise during late summer and monsoon seasons.
 In 2024, prices have remained consistently high across the country, including Odisha.

o Rise in Potato Prices: Nationwide Trend
 Retail Prices (December 3, 2024):

 Average: Rs 38.08 per kg.
 4.90% higher than a month ago.
 55.49% higher than a year ago.

 Wholesale Prices (December 3, 2024):
 Average: Rs 3,120.99 per quintal.
 5.24% higher than a month ago.
 69. 63% higher than a year ago.

o Impact on Inflation and Economy
 Potato contributes

 0.98 to Consumer Price Index (CPI).
 0.27 to Wholesale Price Index (WPI).

 Price volatility impacts both consumers and the HoReCa (Hotel, Restaurant, and Catering) sector.
 Reasons for the Rise in Potato Prices

o Production Decline: Potato production for the 2023-24 crop year (July-June) dropped by 5.6%, falling
from 601 lakh metric tonnes in 2022-23 to 567 lakh metric tonnes.

o Reduced Cultivation Area: The area under potato cultivation decreased slightly from 23.32 lakh hectares
in 2022-23 to 23.22 lakh hectares in 2023-24, likely due to low prices in the previous year, which
discouraged farmers.

o Impact on Top Producers
 Uttar Pradesh - Production fell from 201.3 lakh tonnes to 191.7 lakh tonnes.
 West Bengal - Experienced a sharper decline, with production dropping by 15 lakh tonnes from

145 lakh tonnes in 2022-23 to 130 lakh tonnes in 2023-24.
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 Odisha’s Dependency on Potato Imports
o Odisha has low potato production due to unsuitable agro-climatic conditions (temperatures required:

15°C-25°C).
o The state heavily depends on imports, primarily from West Bengal, to meet its potato demand.
o Trade Flow: West Bengal typically sends 150-200 truckloads of potatoes to Odisha and Chhattisgarh.
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MCQCurrentAffairs
6thDec, 2024

1. Consider the following statements regarding the Punatsangchhu-II Hydropower Project:
A. It is an under-construction hydroelectric power-generating facility located in Nepal.
B. It is funded by the Government of India (GoI).

Which of the statements given above is/are correct?

a) A only
b) B only
c) A and B
d) Neither of two

2. Sonai-Rupai Wildlife Sanctuary lies in which one of the following States?
a) Uttarakhand
b) Odisha
c) Assam
d) Mizoram

3. Hornbill Festival, recently seen in the news, is celebrated in:
a) Tripura
b) Assam
c) Kerala
d) Nagaland

4. Consider the following statements regarding the Lake-Effect snow:
A. It is a localized weather phenomenon which results from the interaction between cold air passing over warmer

lake water.
B. Its occurrence and location is mainly dependent on wind speed and topography.

Which of the statements given above is/are correct?

a) A only
b) B only
c) A and B
d) Neither of two

5. With reference to the Anna Chakra, consider the following statements:
A. It is a Public Distribution System (PDS) Supply chain optimization tool.
B. It is developed in collaboration with the World Food Programme (WFP) and Foundation for Innovation and

Technology Transfer (FITT).
C. It leverages advanced algorithms to identify optimal routes and ensure seamless movement of food grains

across India.

How many of the above statements are correct?

a) Only one
b) Only two
c) All three
d) None
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AnswersCurrentAffairs
6thDec,2024

1. b
2. c
3. d
4. c
5. c
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