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MODEL PRACTICE QUESTION No – 165 (22.06.2019) 
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1. Illustrate the meaning of merit and non-merit subsidies with respect to Indian 

Agriculture? Critically analyze why the non-merit subsidies must be phased out slowly? 

           (150 Words) 

 

Answer: 

 Subsidies can correct for the under-consumption of goods with positive 

externalities. With the social benefits of a particular service or commodity 

exceeding the aggregate of private benefits to individual consumers, market 

solutions result in under-consumption and subsidies can make the necessary 

correction. 

 However, the benefits can be maximized only when the subsidies are transparent, 

well targeted, and suitably designed for effective implementation without any 

leakages. All subsidies should be targeted sharply at the poor and the truly needy 

like small and marginal farmers, farm labour and urban poor. 

 Major non-merit farm subsidies include, 

a. Under Nutrient Based Subsidy scheme, the prices of all fertilizers except urea 

are almost decontrolled. Urea prices are governed by New Pricing Scheme-III 

(NPS-III). Due to this urea is the most consumed fertilizer. It leads to 

Unbalanced use i.e. even in areas which requires potash as nutrient we apply 

urea, which is a major source of nitrogen which affects productivity. 

b. In case of major irrigation (canals) then there are no maintenance charges and 

in case of minor irrigation i.e. tube-wells then electricity is provided at 

subsidized rate and sometimes even free. It leads to over-exploitation of 

groundwater which in turn leads to lowering of ground water table; leads to 

water-logging and consequent salinity. 

 Similarly, a few merit subsidies would include, soil and water conservation, 

agricultural research and education, flood control and drainage, as these benefit 

the needy and non-needy alike and non-needy sections can't take undue 

advantages of such subsidies. 

 Thus, from above discussion it is clear, how subsidies distort markets, price, and 

usage of resources. Also the benefit of subsidy goes to more affluent ad rich 

farmers and not to small and marginal farmers as they can only have access to 

tube-wells; Price subsidies in electricity can only benefit the (relatively wealthy) 

67.2 percent of household that are electrified. 

 Further these contributes to high fiscal deficit -In 2014-15, our fertilizer subsidy 

bill alone was Rs 70,000 crore. We must slowly phase them out and replace them 

with other mechanisms such as direct cash transfer to the needy farmers. For 

better targeting JAM Number Trinity-Jan Dhan Yojana, Aadhaar and Mobile 

numbers- solution could be explored which will allow the state to offer this support 

to poor households in a targeted and less distortive way 
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PRACTICE QUESTIONS 

Answer the following Questions   

1. History has disproved the prediction that democracy would not succeed in India. In 

this context, critically assess the achievements and challenges of democracy in India 

since Independence. (150 words) 

2. Enumerate the key issues faced by working women in contemporary Indian society 

and the steps taken by the government to address them. Also, critically examine the 

key features of Maternity Benefit (Amendment) Act 2017. (150 words) 

 


