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Methods to calculate GDP:
Product Method or Value added Method:
● Calculate the aggregate annual 

value of goods and services 
produced (if a year is the unit of 
time).

● Net contribution made by a firm: 
value of production of the firm – 
value of intermediate goods used by 
the firm.

● GDP ≡ Sum total of gross value added 
of all the firms in the economy.

Income Method:
● Adding income earned by all factors 

of production for their factor services 
during a year.

● Factor payments:
○ Compensation of employees: 

Wage, bonus, other benefits
○ Operating Surplus: Rent, 

interest & Profits
○ Mixed Income of Self 

employed: When elements of 
factor incomes cannot be 
separated from each other.

Expenditure Method:
● looks at the demand side of the 

products.
● GDP ≡ C+I+G+NX
● Private Final Consumption 

Expenditure: biggest engine of GDP 
growth in India, accounting for 55% to 
60% of the GDP.

● Gross Fixed Capital Formation: 
25%-30% of India’s GDP.

● Expenditures made by the 
government to run its daily affairs 
(excluding the investments such as 
roads). This accounts for the 
remaining 10% of GDP.

● Main benchmark for almost all the 
key economic variables: 
○ For instance, tax collections are 

benchmarked to nominal GDP, 
as is the country’s overall debt, 
the government’s gross fiscal 
deficit or even the total market 
capitalisation of listed 
companies.

● State of the economy: the process of 
the next Union Budget will start, and 
the nominal GDP and its growth rate 
will be the starting point for all 
calculations.

● Capture the demand story of the 
economy better: than the real GDP, 
which maps the supply story better.

Concept of GDP Deflator:
● Nominal GDP/ Real GDP * 100

New Methodology in Estimation of GDP  
● National statistical commission has 

recommended base year for 
computing national income be 
revised every 5 years.

● Change in base year: 2004-05 to 
2011-12

● Change in data used to measure 
manufacturing sector growth:

○ Pre-2015: IIP & ASI - 2 lakh 
factories

○ Post - 2015: MCA21 - 5 
lakh companies

● Factor Cost v/s Market Price:
○ Pre-2015: GDP at factor 

cost
○ Post - 2015: GDP at 

market Price
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● Sector-Wise estimates: GVA at Basic 
Prices ( get an idea of taxes )

● Agriculture Sector:
● Pre-2015: value added in 

agriculture confined to value 
addition in farm produce.

● Post - 2015: now includes 
livestock data as well.

● Wide Coverage of Financial sector:
○ Pre 2015: banking, 

insurance, mutual funds 
etc.

○ Post 2015: Stockbrokers, 
stock exchanges, asset 
management 
companies, pension 
funds and regulatory 
bodies.

Mains Practise Question :
“Explain the different methods used for 
calculating Gross Domestic Product 
(GDP).”
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Relevance of panchayati Raj Institutions :
● Strengthen grassroots-level 

democracy: 
○ Panchayat of Hiwara, 

Uttarakhand: access to clean 
water, road infrastructure, 
promoted solar energy etc

○ Pedda Amberpet Gram 
Panchayat, Telangana: village 
council set up a waste 
segregation unit where organic 
and inorganic waste is 
separated and processed.

● Decentralization of power: Gram 
Panchayat Development Plan

● Ensures Good Governance: 
‘Consensus oriented’ and 
‘Participation’ are two important 
pillars of Good Governance

● Inclusive governance and 
empowerment of women:
○ Odisha - 50% reservation for 

women in 2012
○ nearly 14 lakh elected women 

representatives
○ For ex: Chhavi Rajawat- An 

MBA turned Sarpanch.
● Localisation of SDG Goals: Local 2030 

Platform, 4 pillars:
○ Institutional ownership
○ Robust review & Monitoring 

system
○ Integrating SDGs in Planning
○ “Whole of Society” Approach

Challenges faced by Panchayats 
● Lack of Devolution of 3 F's: 

○ Ministry of Panchayati Raj 
report, 2022: less than 20% of 
States have devolved all 29 
subjects listed in the Eleventh 
Schedule of the Constitution.

○ Karnataka have assigned 
functions in maximum numbers

● Limited Financial Autonomy:
○ significant reduction in untied 

grants, from 85% in the 
Thirteenth Finance Commission 
to 60% in the Fifteenth Finance 
Commission.

● Proxy representation: Sarpanch pati
● Parastatal Bodies: e.g. National Rural 

Infrastructure Development Agency - 
PMGSY

● Diminishing role of PRI due to 
Technology: 
○ JAM - (PM-KISAN) scheme, 

which disburses ₹6,000 
annually to farmers, operates 
through direct transfers without 
the active involvement of 
panchayati raj institutions.

● Urban Policy Bias: 
○ 1990 - nearly 

three-quarters of India 
lived in rural areas, now 
decreased to around 
60%.

○ Municipal reforms, both 
of governance and 
financing, is the main 
priority of today.
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Changes Introduced in Odisha Panchayat 
Samiti Accounting Procedure 
(Amendment) Rules, 2025:
● Reduced financial authority:

○ Earlier, BDOs could 
approve bills only up to 
₹2 lakh, with higher 
amounts requiring 
Panchayat Samiti 
chairman’s approval.

○ Now, BDOs can 
independently sanction 
bills up to ₹10 lakh, 
reducing the role of 
elected representatives.

● Authority to approve Panchayat 
Samiti plans and estimates:

○ been given to the Chief 
Development 
Officer-cum-Executive 
Officer of the Zilla 
Parishad, a senior 
bureaucrat, bypassing 
the elected Zilla Parishad 
chairpersons.

● Implementation powers: Under 
MGNREGA, financial authority for 
scheme implementation has been 
transferred to engineers, reducing 
the role of elected representatives.

Way Forward   
● Publish a supplement to the budget 

documents for Panchayats:
○ 13th Finance 

Commission has made 
this recommendation

○ Indicating details of 
transfers separately for 
all rungs of Panchayat.

○ Include details of funds 
transferred to the 
Panchayats outside the 
State government 
budget

● Financial Empowerment: untied 
grants, easier access to performance 
based grants creating independent 
revenue streams.

● Clear Activity mapping
● Independent Panchayati raj 

Administrative Services: Karnataka
● Institutional strengthening: 

Adoption of Kerala model best 
practices appointment of Panchayat 
Ombudsman.

● Capacity enhancement through 
regular training programs for elected 
representatives under Rashtriya 
Gram Swaraj Abhiyan 2018.

● e-governance solutions: 
○ e-Gram Swaraj portal for 

digital documentation, 
record-keeping.

○ SVAMITVA Scheme: drone 
technology for mapping
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“Dunki" route:
● known as the "donkey flight" route, is 

a clandestine and dangerous method 
of illegal immigration primarily used 
by individuals from Punjab, Haryana, 
and other parts of India to enter 
countries like the US, Canada, the UK, 
and Australia.   

● The term "dunki" is derived from the 
Punjabi word meaning "to hop" or "to 
jump," signifying the multiple transit 
points and clandestine nature of the 
journey.

How does the "Dunki" route operate?
● The route typically involves 

obtaining tourist visas for countries 
with lenient visa policies and then 
using these visas to enter the 
targeted destination country illegally.

● Migrants often rely on human 
traffickers or agents who arrange 
travel documents, accommodations, 
and transportation

○
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About NIA :
● Established: Federal terrorism 

investigating agency of India that was 
established in the aftermath of the 
26/11 Mumbai Terror Attack.
○ Under under the National 

Investigation Agency Act, 2008.
● Investigation of Scheduled Offences:

○ On receipt of a report from the 
State Government, if the 
Central Government thinks that 
the offence is a fit case to be 
investigated by the Agency, it 
shall direct the Agency to 
investigate the offence.

○ The Central Government may 
(without any report from the 
State), suo motu, direct the 
agency to investigate the said 
offence.

● Section 8 of NIA Act: While 
investigating any Scheduled Offence, 
the Agency may also investigate any 
other offence which the accused is 
alleged to have committed if the 
offence is connected with the 
Scheduled Offence.
○ Upheld by Supreme Court in 

Ankush Vipan Kapoor vs. NIA, 
2024.

● Schedule of Offences Under the NIA 
Act:
○ The Explosive Substances Act, 

1908.
○ Atomic Energy Act, 1962.
○ Unlawful Activities (Prevention) 

Act, 1967
○ Anti-Hijacking Act, 2016
○ Suppression of Unlawful Acts 

against Safety of Civil Aviation 
Act, 1982 

○ Suppression of Unlawful Acts 
against Safety of Maritime 
Navigation and Fixed Platforms 
on continental shelf Act, 2002

○ Weapons of Mass Destruction 
and their Delivery Systems 
(Prohibition of Unlawful 
Activities) Act, 2005

○ The SAARC Convention 
(Suppression of Terrorism) Act, 
1993

National Investigation Agency 
(Amendment) Act, 2019:
● Inclusion of scheduled offences: The 

amendment added the following 
types of offences under the Schedule 
of the Act:
○ Human trafficking,
○ Offences related to counterfeit 

currency or bank notes,
○ Manufacture or sale of 

prohibited arms,
○ Cyber-terrorism,
○ Offences under the Explosive 

Substances Act, 1908.

● Expansion of Jurisdiction: The Act 
empowers NIA to investigate 
scheduled offences committed 
outside India, subject to international 
treaties and domestic laws of other 
countries.

● Special Courts: The Act empowers 
the central government to 
designate Sessions Courts as Special 
Courts for the trial of scheduled 
offences.
○ Further, now the state 

governments may also 
designate Sessions Courts as 
Special Courts.
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About Biostimulants :
➔ Biostimulants are substances or 

microorganisms that, when applied to plants or 
soil, enhance nutrient uptake, plant growth, yield, 
and stress resistance.

➔ It is majorly sold in liquid form and sprayed on 
crops.

➔ Unlike Fertilisers, it does not supply nutrients 
directly to crops.

➔ Unlike pesticides, it does not control pests.
➔ They stimulate natural processes by enhancing 

the plant’s own physiological abilities.
➔ Common types of biostimulants: Humic and 

fulvic acids, seaweed extracts, beneficial fungi 
and bacteria (e.g., mycorrhizae, rhizobacteria).

➔ In India Biostimulants are incorporated under the 
Fertilizer (Control) Order,1985.
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About Sir Creek : 
● Originally named Ban Ganga, Sir 

Creek is named after a British 
representative.

● The Creek opens up in the Arabian 
Sea and roughly divides the Kutch 
region of Gujarat from the Sindh 
Province of Pakistan.

What’s the dispute?

● Before India’s independence, the 
provincial region was a part of the 
Bombay Presidency of British India. 
But after India’s independence in 1947, 
Sindh became a part of Pakistan 
while Kutch remained a part of India.

● Pakistan claims the entire creek as 
per paragraphs 9 and 10 of the 
Bombay Government Resolution of 
1914 signed between then the 
Government of Sindh and Rao 
Maharaj of Kutch.

● The resolution, which demarcated the 
boundaries between the two 
territories, included the creek as part 
of Sindh, thus setting the boundary as 
the eastern flank of the creek 
popularly known as Green Line

● But India claims that the boundary lies 
mid-channel as depicted in another map 
drawn in 1925, and implemented by the 
installation of mid-channel pillars back 
in 1924.

● In its support, it cites the Thalweg Doctrine 
in International Maritime Law, which 
states that river boundaries between two 
states may be divided by using the 
deepest navigable line of the river if the 
water-body is navigable.

What’s the importance of Sir Creek?

● Apart from strategic location, Sir Creek’s 
core importance is fishing resources. Sir 
Creek is considered to be among the 
largest fishing grounds in Asia.

● Another vital reason is the possible 
presence of great oil and gas 
concentration under the sea, which are 
currently unexploited thanks to the 
impending deadlock on the issue.
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Q1. Consider the following statements regarding the 
Gross Domestic Product (GDP)  calculation in India:

1. The Value Added method calculates the 
aggregate annual value of goods & services 
produced in a year.

2. The Income method adds income earned by 
all factors of production for their factor services 
during a year.

3. The Expenditure method includes Private final 
consumption expenditure & gross fixed capital 
formation only. 

How many of the above given statements is/are 
correct?
a) Only One
b) Only Two
c) All Three
d) None

Answer: b

Q2. Consider the following statement: 
1. Green Hydrogen is produced by electrolysis of 

water using electricity from renewable energy 
sources.

2. Pink Hydrogen is produced by electrolysis using 
nuclear power.

3. Black Hydrogen is extracted from natural gas 
using steam-methane reforming. 

Which of the above statements are correct? 
a) 1 and 2 only
b) 2 and 3 only
c) 1 and 3 only
d) All of the above

Answer:  d

Q3. Consider the following statements:
1. Foreign Direct Investment (FDI) involves direct 

ownership of a business or assets. 
2. Foreign Portfolio Investment (FPI) involves the 

purchase of financial assets. 
Which of the statements given above is/are correct?
a) 1 only
b) 2 only
c) Both 1 and 2 
d) Neither 1 nor 2 

Answer: c 

Q4. Which of the following statements 
regarding the  Real Estate Investment 
Trusts (REITs) is NOT correct?
a) It is a company that owns or 

operates income-generating real 
estate.

b) It is majorly publicly traded like 
stocks, which makes them less 
liquid in nature.

c) It is mainly modelled after mutual 
funds.

d) The individual investors can earn 
dividends from real estate 
investments. 

Answer: b 

Q5. Consider the following statements 
regarding the National Investigation 
Agency (NIA):

1. It is a statutory body established 
under the National Investigation 
Agency Act, 2008.

2. Under the NIA Amendment Act 
2019, Human Trafficking & 
Cyber-terrorism have been 
included under the scheduled 
offences. 

Which of the statements given above 
is/are correct?
a) 1 only
b) 2 only
c) Both 1 and 2 
d) Neither 1 nor 2 

Answer: c
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