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Q31. With regard to the Pradhan Mantri National Dialysis 

Programme, consider the following statements 

1. Under it, the free dialysis services are provided to the poor 

2. It has been launched as part of the National Health 

Mission(NHM) 

3. The dialysis service under the Pradhan Mantri Jan Arogya 

Yojana (PM-JAY) has declined due to the COVID-19 pandemic 

Select the CORRECT answer using the codes given below 

a) 1 Only 

b) 1 and 2 

c) 2 and 3 

d) 1, 2 and 3 

 

 



Ans: b 

Statements 1 and 2 are correct.  

 

• The Pradhan Mantri National Dialysis Programme was rolled out in 2016 as part 

of the National Health Mission(NHM) for provision of free dialysis services to the 

poor.  

• The Guidelines for Pradhan Mantri National Dialysis Programme envisage 

provision of dialysis services under NHM in PPP (Public Private Partnership) 

mode. 

• Dialysis is a common procedure availed under PM-JAY. Its use did not diminish 

at the onset of Covid-19. This highlights the users’ reliance on PMJAY for the 

life-saving dialysis procedure. 

• Number of dialysis claims has only been growing which hints that the 

National Dialysis Mission could be merged with PMJAY. 

 

 



Q32. P.J. Nayak Committee set up by RBI for: 

a) Financial Inclusion through Digital Literacy 

b) Governance of Boards of Banks in India 

c) Dealing with the issues of Balance Sheets of Banks 

d) Reviewing crisis of Balance of Payments  

 



Ans: b 

Explanation: 

• The P J Nayak Committee or officially the Committee to Review 

Governance of Boards of Banks in India was set up by the Reserve 

Bank of India (RBI) to review the governance of the board of banks in 

India. 

• The P. J. Nayak Committee (2014), constituted by RBI, highlighted in its 

report submitted in May 2014 the twin concerns stemming from the 

forbearance regime: ever-greening of loans by classifying NPAs as 

restructured assets and the resultant undercapitalization of banks.  

• For instance, it stated, “the existing tier-I capital for public sector banks 

is overstated because of the regulatory forbearance which RBI provides 

on restructured assets. 

 

 



Q33. Economic Survey 2020-21 talks about the “Early 

Resolvers” and “Late Resolvers”. It is associated 

with: 

a) Non-Performing Assets (NPA) 

b) Fugitive Economic Offenders 

c) Bilateral and Multilateral Trade Disputes 

d) None of the above 

 

 



A 

 

• The pattern of evolution of non-performing loans over time across G20 

countries provides valuable insights on the costs of extended forbearance 

versus early resolution of banking crises. 

• For this purpose, the year in which a country reached its peak NPA after the 

Global Financial Crisis is identified. The countries that reached their 

peak NPA during 2009 and 2010 (2009-2010) are called “Early 

Resolvers”.  

• These countries were likely early enough to recognize the bad loan problem 

and take the necessary steps to address it. Their share of non-performing 

loans started declining after 2009-10. These include countries like the 

United States, which immediately recognized toxic assets and launched a 

recapitalization program. 

 

 



Q34. Consider the following statements with regard to 

‘Zombie Firms’ 
1. These are unproductive firms  identified using the ratio 

of a firm’s profit after tax to its total interest expenses 

2. Firms with an interest coverage ratio lower are 

categorized as zombies 

Select the CORRECT statements using the codes given below 

a) 1 Only 

b) 2 Only 

c) Both 1 and 2 

d) Neither 1 nor 2 

 

 



Ans: c 

Both the statements are correct. 

Explanation: 

• Regulatory forbearance led to an increase in lending to low-solvency 

and low-liquidity firms. Precisely, the forbearance period witnessed an 

increase in lending to unproductive firms, popularly referred to as 

“zombies”. 

• Zombies are typically identified using the interest coverage ratio, 

the ratio of a firm’s profit after tax to its total interest expense.  

• Firms with an interest coverage ratio lower than one are unable to meet 

their interest obligations from their income and are categorized as 

zombies. 

 

 



Q35. Whish of the following is/are the impact of regulatory or 

capital forbearance on banks in India? 

1. increased lending to firms with poor fundamentals 

2. higher lending to inefficient projects 

3. large proportion of new loans used for capital asset 

creation such as buildings, plants, machinery, etc 

Select the CORRECT statement(s) using the codes given below 

a) 1 Only 

b) 1 and 2 

c) 2 and 3 

d) 1, 2 and 3 

 

 



Ans: b 

Statements 1 and 2 are correct. 

Explanation: 

• Economic Survey 2020-21 studies the policy of regulatory 

forbearance adopted following the 2008 Global Financial Crisis 

(GFC). 

• Regulatory forbearance for banks involved relaxing the norms for 

restructuring assets, where restructured assets were no longer required 

to be classified as Non-Performing Assets (NPAs henceforth) and 

therefore did not require the levels of provisioning that NPAs attract. 

Impact of Regulatory Forbearance: 

1. Undercapitalization of Banks 

 

 

 

 



2. Ever-greening of Loans 

3. Increased Lending to Zombie Firms 

• Thus, forbearance resulted in increased lending to firms with poor 

fundamentals and higher lending to inefficient projects. Consequently, 

the industrial sector’s increased credit growth from 2008-09 to 2014-15 

failed to translate into a higher investment rate.  

• India’s Gross Fixed Capital Formation as a share of GDP reduced 

from 34.7% in 2008 to 28.7% in 2015. 

• In other words, a lesser proportion of new loans were used for 

capital asset creation such as buildings, plants, machinery, etc. A 

larger part of the credit seems to have been used to keep dead loans 

alive by ever-greening. 

 

 



Q36. Consider the following statements with regard to the 

Asset Quality Review (AQR) 

1. RBI conducted AQR of banks in 2015 

2. It has been conducted to know the exact amount of bad 

loans present in the banking system 

Select the CORRECT statement(s) using the codes given 

below 

a) 1 Only 

b) 2 Only 

c) Both 1 and 2 

d) Neither 1 nor 2 

 

 



Ans: c 

Both the statements are correct. 

Explanation: 

• In India, forbearance policy was discontinued in 2015 and RBI conducted an 

Asset Quality Review to know the exact amount of bad loans present in the 

banking system. 

• AQR is the result of asset quality inspection by the RBI on commercial banks. 

Main feature of AQR is that it may not be periodic and rather it is random check. 

• As a result, banks’ disclosed NPAs increased significantly from 2014-15 to 2015-

16. In the absence of forbearance, banks preferred disclosing NPAs to the 

restructuring of loans. Thus, the roots of the present banking crisis go back to 

the prolonged forbearance policies followed between 2008 and 2015. 

• As per the review, almost all public-sector banks were having higher NPAs. In 

the case of private sector banks, the impact was limited to big lenders like ICICI 

Bank and Axis Bank. 

 

 



Q38. Consider the following statements with regard to the 

Capital Adequacy Ratio (CAR) 

1. CAR is the ratio of a bank’s capital in relation to its risk 

weighted assets and current liabilities 

2. As per BASEL-III norms All Indian scheduled commercial 

banks are required to maintain a CAR of 9% 

3. It is decided by central banks and bank regulators to 

prevent commercial banks from taking excess leverage 

and becoming insolvent in the process 

 Select the CORRECT statement(s) using the codes given below 

 a) 1 Only (b) 2 and 3 

 (c) 1 and 3 (d) 1 and 2 

 

 



Ans: c 

Statements 1 and 3 are correct. 

Explanation: 

• According to the Economic Survey 2020-21, the combined effect of 

higher dividends and lower fresh capital led to a stark difference in the 

Capital Adequacy Ratio (CAR) between the two types of banks.  

• CAR was lower by close to 2.5 percentage points for banks with a higher 

share of restructured loans when compared to banks with fewer 

restructured assets in 2014-15. Thus, forbearance left several banks 

undercapitalized. 

• CAR is the ratio of a bank’s capital in relation to its risk weighted assets 

and current liabilities.  

 

 

 



• It is measured as: Capital Adequacy Ratio = (Tier I + Tier II + Tier III 

(Capital funds)) /Risk weighted assets 

• It is decided by central banks and bank regulators to prevent commercial 

banks from taking excess leverage and becoming insolvent in the 

process. 

• The Basel III norms stipulated a capital to risk weighted assets of 

8%. 

• However, as per RBI norms, Indian scheduled commercial banks are 

required to maintain a CAR of 9% while Indian public sector banks are 

emphasized to maintain a CAR of 12%. 

 

 



Q38. Among which of the following pillars of Global 

Innovation Index (GII), India has performed its best? 

a) knowledge and technology outputs (KTO) 

b) market sophistication 

c) business sophistication 

d) human capital and research (HCR) 

 

 



Ans: a 

Explanation: 

• India entered the top 50 innovating countries for the first time in 

2020 since the inception of the Global Innovation Index (GII) in 

2007, by improving its rank from 81 in 2015 to 48 in 2020. 

• India ranks first in Central and South Asia, and third amongst 

lower middle-income group economies.  

• Among the seven pillars of the GII, India ranks 27th in 

knowledge and technology outputs (KTO); 31st in market 

sophistication; 55th in business sophistication; 60th in human 

capital and research (HCR); 61st in institutions; 64th in creative 

output; and 75th in infrastructure.  

 

 

 



• The GII is co-published by Cornell University, INSEAD, and 

the World Intellectual Property Organization (WIPO), a 

specialized agency of the United Nations. It seeks to assist 

economies in evaluating their innovation performance. 

• GII has two sub-indices: the Innovation Input Sub-Index and the 

Innovation Output Sub-Index, and seven pillars, each consisting 

of three sub-pillars, further divided into a total of 80 indicators.  

 

 

 

 

 



 

 



Q39. Consider the following statements with regard to the 

Gross Expenditure on R&D (GERD) 

1. India's gross expenditure on R&D is less than 1 per cent of 

its gross domestic product (GDP) 

2. It remains low due to the Centre's lower contribution to 

GERD  

Select the CORRECT statement(s) using the codes given below 

a) 1 Only  

b) 2 Only 

c) Both 1 and 2 

d) Neither 1 nor 2 

 

 



Ans: a 

Only statement 1 is correct. 

Explanation: 

• According to Economic Survey, ramping up investment in 

research and development (R&D) will be key for India to become 

the third largest economy, and increased investment from the 

private sector will be vital for this. 

• India’s gross expenditure on R&D is 0.65 per cent of its gross 

domestic product (GDP), significantly lower than the 1.5-3 per 

cent of GDP spent by the top 10 economies.  

• Statement 2: It remains low despite the Centre’s higher 

contribution to GERD (gross domestic expenditure on R&D). 

 

 



Q40. The notion of “saliency bias” in the Economic 

Survey 2020-21 is associated with: 

a) Healthcare 

b) Non Performing Assets 

c) Impact of Lockdown 

d) Centre-States relationship 

 

 



Ans: a 

Explanation: 

• COVID-19 pandemic emphasized the importance of healthcare sector and its 

inter-linkages with other sectors - showcased how a health crisis transformed 

into an economic and social crisis. 

• Economic Survey argues that while key learnings need be gleaned from the 

current health crisis, healthcare policy must not become beholden to 

“saliency bias”, where policy over-weights a recent phenomenon that may 

represent a six-sigma event that may not repeat in an identical fashion in 

the future.  

• To enable India to effectively respond to future pandemics, the health 

infrastructure must be agile. 

• The notion of Six Sigma is really imperative in business arena it eliminates 

mistakes and errors and thus attains perfection. Six Sigma is an advance tool in 

quality management and process improvement since last two decades. 

 

 




