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Theory of convergence 

The theory of convergence is one of the most 
powerful and noblest ideas in economics. 

Poorer economies should catch up with richer ones 

DIMINISHING MARGINAL PRODUCTIVITY: a small 

amount of investment yields a greater increase in 

output where there is less capital than where there is 

more. 

The experience of advanced economies gave 

economists reason to be optimistic. 

After WW-II, Germany and Japan were much poorer 

than the US; by the 1960s, they had closed the gap. 





In the heyday of globalization, before the great 

financial crisis, economies such as China and 
India, as well as others, were far outstripping the 

growth rates of the US and other rich economies. 

There is an ample room to absorb newer 
technologies at relatively low cost and in a 

relatively short span of time, without 

encountering slowing growth like the rich 

economies. 

Unfortunately, recent evidence suggests that 

convergence is faltering. 

World Bank report: worrying slowdown in 

productivity growth in emerging economies. 



The report’s calculations suggest that emerging 
economies have 14% lower productivity than they 
would have had if previous trends of high 
productivity growth were maintained; for commodity 
exporters, this is a whopping 19%. 

Culprit of insufficient investment in physical and 
human capital, and insufficient mobility of 
machines and workers from less productive to more 
productive sectors of the economy. 

Government needs to do the heavy lifting of 
repairing damage. 

The pursuit of sensible and conventional sound 
economic policies ought to put emerging economies 
as a group back on a higher growth trajectory 



PM Fasal Bima Yojna 

Sowing for the winter crop 2019-20 is about to 

conclude. 

Settlement of crop insurance claims pertaining to 

the last kharif season is progressing at a tardy 

pace 

31 | Dec | 2019: Total claims honoured by insurers 

for kharif 2019 crop damages reported by farmers 

under PM Fasal Bima Yojana (PMFBY) were just Rs 
153 crore.  

While the previous summer crop saw insurance 

payouts to the tune of Rs 14,500 crore. 





What’s also puzzling is a trend of lower-than-expected claims 
— Rs 430 crore till December 31 — despite large-scale crop 
damages in the season, owing to prolonged monsoon showers. 

Analysts observe a delay in endorsement of claims applications 
by the government and insurers. 

September 2018: the government tweaked the PMFBY guidelines 
to address the issue of delays in claims settlement by making 
insurers liable to pay 12% interest for payments made after the 
deadlines set for different crop cycles. 

Since insurance companies were complaining that the delays in 
claims settlement were due to non-payment of premium by the 
state governments, it was also mandated states too pay 12% 
interest for the delay in release of their share of premium 
beyond three months from the cut-off dates. 



As a result of these steps, a significant improvement was 

noticed in claims settlements in 2018-19 crop year, that 

coincided with Parliamentary elections.  

Previously, farmers had to wait for months – sometimes 
even a year – to receive the insurance payments. 

ICICI Lombard, Tata AIG, Cholamandalam MS, and Shriram 

General Insurance — have opted out of the government’s 
flagship corp insurance scheme for both the kharif and 

rabi seasons of the 2019-20 crop year. 

Claims ratios in the states where they were operators in 

the previous year were quite high, leading to losses from 

the business. 



The government’s estimates show nearly 64 lakh 
hectare of kharif areas were inundated by heavy 
rains during monsoon season last year. 

While private weather forecaster Skymet had put 
it at 32 lakh hectares of crops areas in 137 
districts of 12 states.  

The total crop area insured by farmers was 303 
lakh hectare during kharif 2019. 

Since farmers pay a fixed premium under PMFBY, 
the subsidy burden on the government increases 
when premium rates go up.  

Insurance is taken by farmers before sowing and 
the premium quoted by the insurance companies is 
mainly based on monsoon forecast. 



India-Bhutan 

Bhutan is a green and clean nation which pays 

very special attention to ensure that it remains 

carbon negative. 

Bhutan follows a “high value, low volume” 

tourism policy. 

Bhutan aims to attract only a few tourists each 
year while ensuring that they are high spending. 

Bhutan is able to ensure local people involved in 

the tourism industry make a decent living while 

abiding by its own very high environmental 

standards.  





Any foreign tourist visiting that country must pay a 

minimum of US $ 250 per day which includes 

hotel, food, transportation as well as a 

Sustainable Development Fee of US $65 per day.  

This fee assists the Royal Government of Bhutan 
in its pollution control efforts. 

However, such charges were not levied on tourists 
from India, given the special and unique 

relationship between our two countries.  

Also, as Indian vehicles are permitted to enter 

Bhutan without any hindrance, there have been 

instances of Indian drivers, who are not used to 

mountain roads, being involved in fatal accidents.  



Royal Government of Bhutan intends to pursue a 

new policy for Indian tourists from 2020. 

The levying of a Sustainable Development Fee on 

each Indian tourist which will be lower than the US 

$65 per day charged other tourists.  

Indian tourists will be required to arrange their 

travel through a Bhutanese ground handler who 

will process e-permits, arrange certified guides 

and local transportation. 

Bhutanese vehicles and drivers will have to be 

used. If Indian vehicles are to be permitted into 

Bhutan some condition, such as use of local 
drivers, may be imposed.  



Bhutan is a tiny nation with a total population of 

just 7.5 lakh.  

Bhutan is a landlocked country with its main 

route to the outside world through India.  

So here is an occasion where India and its people 

need to show great sensitivity to our closest 

neighbor Bhutan.  

More than the government of India, it is the 

people of India who will need to ensure that our 

foreign policy and our Neighbourhood First policy 
stays steadfast and remains intact, by willingly 

accepting the higher charges of tourism to Bhutan.  



It is time for the people of India to dictate a 
friendly, asymmetrical and sensitive foreign 

policy to our friendly neighbor Bhutan.  

So, here is a time where the people of India are 

being called upon to take a hand in India’s policy 

towards Bhutan and exhibit sensitivity and 

understanding toward that nation, which has 

steadfastly remained a friend of ours through the 

ages. 

Also, we should be happy and willing to follow an 

asymmetrical policy and permit Bhutanese tourists 

and others to continue using Indian ports and 
airports without imposing reciprocal charges on 
them. 
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 Do you know?  

Nalanda = Na+alam+Daa, meaning “no stopping of the gift of knowledge” 

So do gift share this lecture with your loved ones. Thanks  


