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GS Paper II: Current Affairs

a. Introduction

Insurance is an essential component of a modern economy because it provides financial security, risk
protection, long-term savings, and investment mobilisation. It helps households manage uncertainty,
supports businesses during crises, and strengthens economic stability by creating long-term financial
resources.

In developing economies such as India, insurance also performs a social protection function. Wider
insurance coverage can reduce vulnerability arising from illness, accidents, crop failure, natural
disasters, and sudden economic shocks.

India has gradually liberalised Foreign Direct Investment norms in insurance to expand the sector
and attract greater capital. The decision to permit 100 per cent Foreign Direct Investment under the
automatic route marks a major step in financial sector liberalisation and reflects India’s broader
strategy of integrating with global capital markets.

However, this reform has also generated debates regarding foreign dominance, consumer protection,
rural inclusion, data security, and long-term financial sovereignty.
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b. Conceptual Foundations
i. Meaning and Importance of Insurance
Meaning of Insurance

Insurance is a financial arrangement in which individuals or organisations pay premiums to an
insurer in return for compensation against specified risks or losses.

It may provide protection against death, accidents, illness, property damage, crop failure, natural
disasters, and business losses.

Economic Importance
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In economic terms, insurance reduces uncertainty and enables individuals and firms to plan for the
future with greater security.

Its major contributions include:

e Mobilisation of household savings.

e Creation of long-term investment funds.

e Support for infrastructure financing.

e Expansion of financial inclusion.

e  Social security for vulnerable populations.

Thus, insurance is not merely a financial product. It is also an instrument of economic stability and
social resilience.

ii. Meaning of Foreign Direct Investment

Foreign Direct Investment refers to investment made by foreign companies or investors in the
business assets or enterprises of another country.

Unlike short-term portfolio investment, Foreign Direct Investment usually involves long-term
participation, ownership stakes, managerial involvement, technology transfer, and strategic control.

In the insurance sector, FDI can bring capital, global expertise, technological systems, risk-
management practices, and product innovation.

iii. Understanding the Automatic Route

Under the automatic route, foreign investors do not require prior government approval for investment
in sectors where such investment is permitted.

Such investment remains subject to sectoral regulations, Reserve Bank of India guidelines, Foreign
Exchange Management Act provisions, and relevant regulatory norms.

The automatic route is important because it reduces delays, improves ease of doing business,
increases investor confidence, and accelerates capital inflows.

By simplifying approval processes, the government attempts to make the investment environment
more predictable and attractive.

c. Evolution of FDI in India’s Insurance Sector
Gradual Liberalisation

India initially maintained strict restrictions on foreign ownership in insurance due to concerns
regarding financial sovereignty, public savings, and domestic control.

When the insurance sector was opened to private participation in 2000, the FDI limit was capped at
26 per cent. It was later increased to 49 per cent in 2015 and to 74 per cent in 2021.

The recent decision to permit 100 per cent FDI under the automatic route represents the latest stage
in this gradual liberalisation.

Larger Reform Context

This evolution reflects India’s broader post-1991 economic reform trajectory, where financial markets
have been progressively opened to private and foreign participation.

Insurance is now viewed not only as a welfare-oriented sector but also as a key pillar of financial
market development and long-term capital formation.

d. Rationale Behind 100 Per Cent FDI

Need for Capital

4|Page




The government increased the FDI limit primarily to attract larger volumes of global capital into the
insurance sector.

Insurance requires substantial long-term investment for:

e Digital infrastructure.

e Actuarial systems.

e Technological innovation.

e Solvency maintenance.

e Expansion into underserved regions.

Improving Coverage and Competition

Greater foreign investment is expected to improve insurance penetration, increase competition,
modernise financial services, and strengthen the availability of diverse insurance products.

Supporting Long-Term Development Finance

Insurance companies mobilise long-term funds. These funds can support infrastructure development,
housing, transport, and wider economic growth.

Thus, the reform is linked not only to insurance expansion but also to India’s larger development
financing needs.

e. Insurance Penetration and Density

e Insurance Penetration: Insurance penetration refers to insurance premium as a percentage
of Gross Domestic Product. It indicates the extent to which insurance is integrated into the
economy.

e Insurance Density: Insurance density refers to per capita insurance premium. It reflects the
average expenditure on insurance by individuals.

e India’s Challenge: India’s insurance penetration and density remain relatively low compared
to many developed economies and several emerging economies. Rural and low-income
populations continue to remain inadequately covered.

This limited coverage is one of the major reasons behind efforts to attract greater investment into the
sector.

Low coverage explains the policy push, but the design of the new FDI framework determines how this
investment will enter the sector.

f. Main Features of the New FDI Policy

e Full Foreign Ownership: The new policy allows foreign investors to own 100 per cent equity
in Indian insurance companies under the automatic route.

e Coverage of Intermediaries: The liberalised framework also extends to insurance
intermediaries such as brokers, surveyors, third-party administrators, insurance repositories,
and reinsurance intermediaries.

e Continued Regulatory Oversight: Despite liberalisation, regulatory supervision continues
through institutions such as the Insurance Regulatory and Development Authority of India,
along with compliance requirements under FEMA and RBI regulations.

Thus, liberalisation has been combined with continued regulatory control.

This makes the role of the insurance regulator central to the success of the reform.

g. Role of IRDAI

Regulatory Mandate
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The Insurance Regulatory and Development Authority of India is the principal regulator of the
insurance sector.

Its responsibilities include:

e Regulating insurers.

e Protecting policyholders.

e Monitoring solvency standards.

e Approving products.

e Ensuring financial stability.

e Promoting orderly growth of insurance markets.

Importance After Liberalisation

The role of IRDAI becomes even more important after liberalisation because stronger regulation is
necessary when private and foreign participation increases.

In a sector dealing with household savings and long-term financial security, regulatory credibility is
essential for maintaining public trust.

While private insurance has been liberalised, LIC continues to be treated differently because of its
unique public character.

h. Why LIC is Treated Separately

Life Insurance Corporation of India operates under a separate legal framework governed by the LIC
Act, 1956.

FDI in LIC remains capped at 20 per cent because LIC is state-owned, strategically important, and
deeply connected with public savings and government financial operations.

LIC also performs a wider social role beyond commercial insurance, especially through support for
government borrowing and long-term investment programmes.

Therefore, the government maintains tighter control over LIC compared to private insurers.

The distinction between LIC and private insurers shows that liberalisation is selective rather than
absolute.

i. Potential Benefits of 100 Per Cent FDI

e Greater Capital Inflow: Foreign investment can provide long-term capital required for
expansion of insurance infrastructure, solvency maintenance, technological development, and
business growth.

e Improved Insurance Penetration: Additional investment may help companies expand into
rural areas, strengthen digital platforms, and design products suited for underserved
populations.

e Increased Competition: Greater competition can improve efficiency, customer service,
product innovation, and product diversity within the insurance market.

e Technology and Expertise Transfer: Global insurance firms can bring advanced digital
systems, actuarial expertise, artificial intelligence-based risk assessment, and sophisticated
financial management techniques.

e Employment Generation: Expansion of the insurance industry can create employment in
finance, technology, customer support, sales, analytics, and management.

e Infrastructure Financing: Insurance companies mobilise long-term funds that can support
infrastructure projects, housing, transportation, and development financing.

Therefore, insurance expansion can contribute indirectly to economic growth.
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j- Concerns Regarding 100 Per Cent FDI
Fear of Foreign Dominance

Critics argue that excessive foreign ownership may weaken domestic control over a sector closely
linked with household savings and financial security.

There are concerns that profit maximisation may receive greater emphasis than social protection.
Urban-Centric Growth

Private insurers may focus mainly on profitable urban and affluent markets while neglecting rural
populations and vulnerable groups.

This could widen inequalities in insurance access.
Profit Repatriation

A significant share of profits may flow abroad through dividends, royalties, and other transfers,
reducing domestic retention of financial gains.

Unequal Competition

Large global insurance companies may dominate smaller Indian firms due to superior capital
strength, technological capacity, and brand power.

Consumer Protection Risks

Aggressive commercial competition may increase risks of mis-selling, hidden conditions, and
prioritisation of sales targets over policyholder welfare.

Thus, stronger regulation becomes essential after liberalisation.

These concerns show that insurance reform cannot be judged only through investment inflows; it
must also be evaluated through inclusion, protection, and sovereignty.

k. Insurance Liberalisation and Financial Inclusion
Link with Financial Inclusion

Insurance expansion supports financial inclusion by helping vulnerable households manage risks
associated with illness, crop failure, accidents, disasters, and income shocks.

Without insurance, unexpected crises can push families into debt and poverty.
Social Security Dimension

Wider insurance coverage contributes to economic resilience and social security, especially among
low-income households, farmers, informal workers, and vulnerable groups.

Therefore, insurance liberalisation must serve inclusion rather than only commercial profitability.

To ensure this balance, regulation must evolve alongside liberalisation.

1. Importance of Regulation After Liberalisation

Even in a liberalised framework, strong regulation remains essential because insurance deals with
public trust, household savings, and long-term financial commitments.

Regulators must ensure:

e Solvency of insurance companies.
e Prevention of fraud.
e Policyholder protection.
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e Transparency in products.
e Fair pricing and claim settlement.
e  Overall financial stability.

Liberalisation without effective regulation can increase systemic risk and consumer exploitation.
Therefore, liberalisation and regulation must evolve together.

Regulatory strength becomes even more significant when foreign investment intersects with data
security and national interest.

m. China-Related FDI Relaxation and Security Concerns

India has relaxed certain FDI norms for companies with limited Chinese shareholding under specified
conditions.

However, insurance involves sensitive financial data, digital systems, and long-term household
information. Therefore, strategic and security concerns remain important while evaluating foreign
investment proposals.

This reflects the growing intersection between economic policy, digital security, and national interest.

Beyond security, India must also address deeper structural weaknesses within the insurance sector.

n. Challenges in India’s Insurance Sector
India’s insurance sector continues to face several structural challenges.

These include:

e Low insurance penetration, especially in rural areas.

e Limited financial literacy.

e Poor understanding of insurance products.

e Trust deficit due to complicated terms and claim disputes.

e Mis-selling and hidden conditions.

e Inadequate coverage of informal workers and low-income households.

These challenges indicate that insurance expansion requires not only investment but also
institutional credibility, consumer awareness, and regulatory discipline.

Hence, India’s policy response must combine capital inflow with inclusion and accountability.

o. What India Should Do

India must strengthen IRDAI’s regulatory oversight to ensure consumer protection, transparency, fair
pricing, and financial stability.

Insurance expansion should prioritise rural populations, informal workers, farmers, and low-income
households instead of focusing only on profitable urban markets.

Financial literacy campaigns are necessary to improve public understanding of insurance products,
risk management, claim procedures, and policy conditions.

India must also balance liberalisation with national interest by ensuring data security, domestic
oversight, and protection of strategic financial infrastructure.

Strict action should be taken against unethical sales practices, hidden conditions, and misleading
insurance products.

These measures can help convert FDI liberalisation into inclusive insurance development.
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p. Way Forward

India should pursue inclusive insurance expansion rather than focusing solely on attracting foreign
capital.

The long-term objective should be to improve affordability, increase coverage, strengthen policyholder
protection, and deepen financial inclusion.

Foreign investment should function as a means to strengthen the insurance ecosystem rather than
merely expanding commercial profitability.

Ultimately, insurance reforms should contribute to economic security for citizens alongside financial
sector growth.

Conclusion

India’s decision to allow 100 per cent Foreign Direct Investment in the insurance sector represents a
major step in financial sector liberalisation. It aims to attract capital, increase competition, improve
insurance penetration, and modernise the industry.

The reform has the potential to strengthen investment flows, expand insurance services, improve
technology adoption, and deepen financial inclusion.

However, concerns regarding foreign dominance, consumer protection, urban-centric growth, profit
repatriation, data security, and equitable access remain significant.

The long-term success of the reform will therefore depend on India’s ability to balance liberalisation
with strong regulation, financial stability, policyholder protection, national interest, and inclusive
expansion of insurance coverage.

GS Paper II: Disaster Management

2. Disaster Early Warning Systems and Cell Broadcast Technology in
India

a. Introduction

Timely warning is one of the most important life-saving tools in disaster management. Whether the
threat arises from cyclones, floods, earthquakes, tsunamis, industrial accidents, heatwaves, terrorist
attacks, or extreme weather events, rapid communication to citizens can reduce casualties, prevent
panic, and improve emergency response.

In recent decades, climate change, rapid urbanisation, ecological degradation, and rising population
density have increased disaster vulnerability in India. Therefore, modern disaster management is
shifting from a reactive relief-based approach to a preparedness-oriented and technology-enabled
framework.

India’s testing of Cell Broadcast Technology for instant emergency alerts marks an important step in
strengthening disaster preparedness. It reflects the growing role of digital governance, telecom
infrastructure, and real-time public communication in saving lives.

b. Conceptual Foundations
Meaning of Disaster Management

Disaster management refers to organised efforts aimed at preventing, preparing for, responding to,
and recovering from disasters.

It includes:
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e Risk reduction.

e Preparedness planning.

e Emergency response.

e Rescue operations.

e Relief distribution.

e Rehabilitation and reconstruction.
e Long-term resilience-building.

Modern disaster management focuses not only on post-disaster relief but also on reducing risks
before disasters occur.

Meaning and Importance of Early Warning Systems

An Early Warning System is a mechanism that detects threats, communicates warnings, and enables
people and institutions to take timely preventive action.

Its main objectives are to:

e Minimise loss of life.

e Reduce injuries.

e Protect infrastructure.

e Enable evacuation.

e Improve institutional preparedness.

e Reduce confusion during emergencies.

For example, cyclone warnings enable coastal evacuation, flood alerts help people move to safer areas,
and industrial accident alerts can protect citizens from toxic exposure.

Thus, early warning systems convert scientific information into preventive public action.

This makes communication technology a central part of modern disaster governance.

c. Evolution of Disaster Communication in India
Traditional Communication Systems

India traditionally relied on radio, television, sirens, newspapers, public announcements, and Short
Message Service alerts for disaster communication.

These methods played an important role, especially before the expansion of mobile and digital
networks.

Limitations of Traditional Systems

However, these systems suffered from several limitations:

e Messages could be delayed during emergencies.

e  SMS networks could become congested.

e Internet-based systems excluded people without data access.
e Many alerts depended on phone-number databases.

e Communication often failed during large-scale disasters.

In major emergencies, conventional messaging systems often became overloaded precisely when
communication was most urgently needed.

Therefore, India required a faster, more reliable, and geographically targeted public warning system.

d. Meaning of Cell Broadcast Technology
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Cell Broadcast Technology is a mobile communication system that allows emergency alerts to be sent
simultaneously to all mobile phones within a specific geographic area.

Unlike ordinary SMS, it does not rely on individual phone numbers. Instead, alerts are transmitted
through telecom towers to all compatible devices connected within a selected region.

The technology is designed specifically for mass emergency communication during disasters and
public safety situations.

This makes it different from conventional communication tools.

CELL BROADCAST TECHNOLOGY IN INDIA’S
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e. Difference Between SMS and Cell Broadcast Systems
SMS-Based Communication

Traditional SMS follows a one-to-one communication model. Each message is sent individually to
each user.

During emergencies, this can create delays because telecom networks may become congested.

Cell Broadcast Communication
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Cell Broadcast works on a one-to-many model. A single alert is transmitted simultaneously to all
compatible devices connected to selected telecom towers.

Its advantages include:

e Faster delivery.

e Reduced dependence on network load.

e No requirement of phone-number databases.
e Automatic reach to users in the affected area.
e Greater usefulness during mass emergencies.

Thus, Cell Broadcast is better suited for urgent alerts involving large populations.

f. Working of Cell Broadcast Technology

In a Cell Broadcast system, the government or authorised disaster management authority sends an
emergency broadcast signal through telecom infrastructure.

All compatible mobile phones within the specified geographical area receive a pop-up alert, usually
accompanied by a loud warning sound and emergency instructions.

The system remains functional even during heavy network congestion because it does not depend on
individual message transmission.

Therefore, Cell Broadcast is especially useful for urgent mass communication where every minute
matters.

g. Major Features of Cell Broadcast Alerts

e Instant Delivery: Cell Broadcast can deliver alerts to millions of users almost
simultaneously, making it highly effective during fast-moving emergencies.

e Geographic Targeting: Authorities can send alerts only to affected or vulnerable regions
instead of sending messages to an entire state or country.

e No Internet Requirement: The system works without internet access, making it useful for
people with basic mobile connectivity.

e  Multilingual Communication: Alerts can be issued in English, Hindi, and regional
languages.

This is especially important for a linguistically diverse country like India.

These features make Cell Broadcast a suitable tool for India’s disaster-prone and demographically
complex environment.

h. Importance of Cell Broadcast Technology for India

India is among the world’s most disaster-prone countries. It faces recurring risks from cyclones,
floods, earthquakes, landslides, heatwaves, industrial accidents, tsunamis, and urban disasters.

Given India’s large population and high population density, rapid warning systems can significantly
reduce casualties and improve emergency preparedness.

In vulnerable regions such as coastal belts, Himalayan zones, floodplains, industrial clusters, and
dense urban centres, even a few minutes of advance warning can save thousands of lives.

Therefore, strengthening emergency communication has become a critical part of India’s disaster
management strategy.

i. Types of Emergencies Where Cell Broadcast Can Be Used
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Cell Broadcast Technology can be applied across a wide range of emergencies.
Natural Disasters

It can be used during:

e Cyclones.

e Tsunamis.

e Floods.

e Earthquakes.
e Landslides.

e Heatwaves.

Industrial and Technological Disasters

It can warn people during toxic gas leaks, chemical accidents, industrial fires, or hazardous material
exposure.

Public Safety and Security Emergencies

In situations such as terrorist attacks, public emergencies, or law-and-order threats, authorities can
use Cell Broadcast for urgent public safety communication.

Thus, the technology has both disaster management and internal security relevance.

j- Importance of Indigenous Technology
The Cell Broadcast system being tested in India has been developed indigenously.

This is strategically important because disaster communication systems form part of critical national
infrastructure. Dependence on foreign technologies may create security vulnerabilities and
operational risks during emergencies.

Indigenous development supports technological self-reliance and aligns with the broader vision of
Atmanirbhar Bharat.

Thus, the initiative has both governance and strategic significance.

k. Advantages of Cell Broadcast Technology
Cell Broadcast provides several advantages for disaster management.

e Rapid Communication: It enables extremely fast delivery of alerts, which is critical during
emergencies.

e Mass Outreach: The system can reach millions of users simultaneously without major
delays.

e Reliability During Congestion: Unlike traditional SMS, it remains more reliable during
periods of network congestion.

e Scalability and Cost-Effectiveness: Since it does not require individual messaging
databases, it is scalable and relatively cost-effective.

e Reduction of Rumours: Official alerts can reduce misinformation, rumours, and panic
during crises.

Thus, the system strengthens both disaster communication and public trust.

1. Challenges in Implementation

e Device Compatibility: Some older mobile phones may not support Cell Broadcast alerts,
limiting universal coverage.
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e Public Awareness: Citizens must understand warning sounds, alert categories, and
emergency instructions. Without awareness, people may ignore or misunderstand alerts.

e False Alarms and Alert Fatigue: Repeated unnecessary alerts may reduce public trust and
create alert fatigue, where people stop responding seriously to warnings.

e Language Diversity: India’s linguistic diversity requires multilingual alerts in regional
languages.

e Last-Mile Connectivity: Remote and geographically isolated regions with weak telecom
infrastructure may continue to face communication challenges.

Therefore, technological expansion must be accompanied by institutional preparedness, public
education, and infrastructure development.

m. Importance of Last-Mile Connectivity

In disaster management, last-mile connectivity means ensuring that warnings reach the final
vulnerable individual.

This is often the weakest component of disaster response systems. Technology alone cannot ensure
effectiveness unless it is combined with:

e Local administration.

e Community networks.

e Grassroots preparedness.
e Public awareness.

e Evacuation planning.

Therefore, disaster communication must integrate digital technology with local governance structures.

n. Shift from Disaster Response to Disaster Preparedness

Modern disaster management increasingly emphasises preparedness rather than only post-disaster
relief.

Preparedness includes:

e Early warning systems.

e Evacuation planning.

e  Mock drills.

e Risk mapping.

e Resilient infrastructure.

e Public awareness campaigns.

Preparedness-oriented systems reduce casualties, minimise economic losses, and strengthen
community resilience.

Cell Broadcast Technology reflects this broader transition toward preventive and anticipatory disaster
governance.

o. Global Examples of Similar Systems
Many countries already use comparable emergency alert systems.

Japan uses advanced earthquake and tsunami alert systems. The United States operates Wireless
Emergency Alerts. South Korea and several European countries also maintain public warning systems
integrated with telecom infrastructure.

India’s adoption of Cell Broadcast Technology therefore reflects convergence with global best practices
in disaster communication.
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The global experience also shows that technology works best when supported by public trust, regular
drills, and institutional clarity.

p.- What India Should Do

India should expand nationwide coverage of Cell Broadcast systems, especially in rural areas, coastal
zones, Himalayan regions, floodplains, industrial clusters, and remote districts.

Telecom infrastructure must be strengthened to ensure reliability during emergencies.

Public awareness campaigns should educate citizens about alert meanings, emergency responses,
warning sounds, and evacuation procedures.

The system should be integrated with institutions such as:

e India Meteorological Department.

e Central Water Commission.

e Tsunami warning centres.

e NDMA and SDMAs.

e District emergency management agencies.

Strong cyber security safeguards are also necessary to prevent hacking, misuse, false messaging, and
panic creation.

These measures can convert Cell Broadcast from a technological tool into a people-centric disaster
safety system.

q. Way Forward
India’s future disaster management strategy should move toward technology-driven resilience.

Cell Broadcast Technology should become part of a broader integrated system involving:

e Artificial intelligence-based forecasting.

e  Satellite monitoring.

e Geographic Information System mapping.
e Community preparedness.

e Climate resilience planning.

e Local-level evacuation systems.

The long-term focus must shift from reactive disaster response toward proactive preparedness and
risk reduction.

Ultimately, disaster governance should aim to create resilient communities capable of responding
rapidly and effectively during emergencies.

Conclusion

India’s adoption of Cell Broadcast Technology represents an important step toward strengthening
disaster preparedness and real-time emergency communication.

As climate change, rapid urbanisation, and disaster risks increase, timely public alerts can
significantly reduce casualties, prevent panic, and improve resilience.

However, technology alone cannot guarantee effective disaster management. India must combine
strong telecom infrastructure, institutional coordination, public awareness, local preparedness, cyber
security, and robust governance systems.

A people-centric disaster management framework must ensure that every warning reaches the right
person, at the right time, in the right language, with clear instructions for action.
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Reader’s Note — About This Current Affairs Compilation
Dear Aspirant,

This document is part of the PrepAlpine Current Affairs Series — designed to bring clarity, structure,
and precision to your daily UPSC learning.

While every effort has been made to balance depth with brevity, please keep the following in mind:
1. Orientation & Purpose

This compilation is curated primarily from the UPSC Mains perspective — with emphasis on
conceptual clarity, analytical depth, and interlinkages across GS papers.

However, the PrepAlpine team is simultaneously developing a dedicated Prelims-focused Current
Affairs Series, designed for:

e factual coverage
e data recall
e Prelims-style MCQs
e objective pattern analysis
This Prelims Edition will be released separately as a standalone publication.

2. Content Length

Some sections may feel shorter or longer depending on topic relevance and news density.
To fit your personal preference, you may freely resize or summarize sections using any LLM tool
(ChatGPT, Gemini, Claude, etc.) at your convenience.

3. Format Flexibility
The formatting combines:
e paragraphs
e lists

e tables

e visual cues

—all optimised for retention.

If you prefer a specific style (lists — paras, paras — tables, etc.), feel free to convert using any free
LLM.

4. Monthly Current Affairs Release

The complete Monthly Current Affairs Module will be released soon, optimized to a compact 100-150
pages — comprehensive yet concise, exam-ready, and revision-efficient.
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