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1.How will the E-Rupee work ? 
Theme : Government Policies ; Banking Sector. 
GS - 2 
GS - 3 
TABLE OF CONTENT  
a. Context 
b. CBDC or E-Rupee 
c. Circulation of the E-Rupee in the Market 
d. Advantages of E-Rupee 
e. Associated Challenges 
f. Road Ahead 
 
Context : India launched its Central Bank Digital Currency (CBDC) or digital rupee or e-rupee on December 
1, 2022. It is an electronic version of cash and will be primarily meant for retail transactions. The pilot will 
initially cover the four cities of Mumbai, New Delhi, Bengaluru, and Bhubaneswar. 
 

 
CBDC or E-Rupee :  

 It is a legal tender issued by the RBI in digital form. It is the same as the fiat currency and is 
exchangeable one-to-one with the fiat currency. 

 E-rupee will be in the form of a digital token representing a claim on the central bank and will 
effectively function as the digital equivalent of a banknote that can be transferred electronically 
from one holder to another. 

 Based on usage and the functions performed by the digital rupee, and considering different levels 
of accessibility, the RBI has demarcated the digital rupee into two categories: 

o Retail E-rupee: It is an electronic version of cash primarily meant for retail transactions, 
which can potentially be used by almost everyone, and can provide access to safe money 
for payment and settlements. 

o Wholesale CBDC: It is designed for restricted access to select financial institutions. 
 Financial transactions involving government securities (G-Sec) and interbank transactions could be 

transformed by this technology. 
 It also makes the capital market more efficient and secure in terms of operational costs, use of 

collateral, and liquidity management. 
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Advantages of E-Rupee :  
 

 Reducing Dependency on Dollar: India can establish Digital Rupee as a superior currency for trade 
with its strategic partners, thus reducing reliance on the dollar. 

o This occurs at a time when India is already in talks with Russia, UAE and Saudi Arabia to allow 
settlement of trade in the Indian rupee. 

 Cutting Cost of Maintaining Physical Currency: CBDC has the potential to reduce dependency on 
cash. To the extent large cash usage can be replaced by CBDCs, the cost of printing, transporting, 
storing and distributing currency can be reduced. 

 Regulated Intermediation: Along with reducing operational costs, it will offer the public the same 
features as any private virtual currency (cryptocurrency) without any risks associated with it. 

o Unlike crypto, E-rupee has regulated intermediation and control arrangements that plays 
the crucial role of ensuring integrity and stability of the monetary and financial ecosystem. 

 Globalization of Payment System: CBDC can also enable a more real-time and cost-effective 
globalization of payment systems. It could eliminate the need for an expensive network of 
correspondent banks to settle cross-border payments. 

 
Associated Challenges :  
 

 Privacy and Security Concern: E-rupee has the capacity to accumulate sensitive user and payment 
data on a massive scale. In the wrong hands, this data can be easily used to spy on the private 
transactions of citizens. 

o If implemented without proper security protocols, an E-Rupee could substantially amplify 
the scope and scale of many of the security and privacy threats that already exist in today’s 
financial system. 

 Digital Divide and Financial Illiteracy: High level of digital illiteracy is the biggest challenge and 
hindrance in the success of E-rupee in India. India had a rank of 73 out of 120 countries for internet 
literacy (2021). 

o Also, digital services are not available in local languages, which is a major barrier to financial 
literacy. 

 Acceptability Concern: Traceability of e-rupee transactions could become a deterrent to its uptake 
in India where cash transactions are still hugely popular, largely because of their anonymity. 
According to government data, the volume of bank notes in circulation rose 5% in fiscal year 2022. 

Circulation of the E-Rupee in the Market :  
 

 E-rupees will be issued in the same denominations as paper currency and coins, and will be 
distributed through the intermediaries, that is banks. 

o Transactions will be through a digital wallet offered by the participating banks and stored 
on mobile phones and devices. 

 Transactions can be both person to person (P2P) and person to merchant (P2M). 
o For P2M transactions (such as shopping), there will be QR codes at the merchant location. 

 Users will be able to withdraw digital tokens from banks in the same way they can currently 
withdraw physical cash. 

o They will be able to keep their digital tokens in the wallet, and spend them online or in 
person, or transfer them via an app. 
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Road Ahead :  
 Secured Digital Environment: India’s regulatory systems need to catch the evolving risks of data 

privacy and guide banking institutions to place appropriate safeguards and cushions to avoid any 
personal data breach. 

 Strict KYC Norms: A digital rupee may well be a boon but there is a need to enforce strict compliance 
of Know Your Customer (KYC) norms to prevent the digital currency’s use for terror financing or 
money laundering. 

 
MAINS PRACTICE QUESTION : What is the relevance of Central Bank Digital Currency (CBDC) in Indian 
context? (150 words) 
 
FAQs :  
 
a.What is E-Rupee ? 
ANS.  

 It is a legal tender issued by the RBI in digital form. It is the same as the fiat currency and is 
exchangeable one-to-one with the fiat currency. 

 E-rupee will be in the form of a digital token representing a claim on the central bank and will 
effectively function as the digital equivalent of a banknote that can be transferred electronically 
from one holder to another. 

 
b.Does CBDC help in Globalization of Payment Systems ? 
ANS. CBDC can also enable a more real-time and cost-effective globalization of payment systems. It could 
eliminate the need for an expensive network of correspondent banks to settle cross-border payments. 
 

2. Indian and German Partnership. 
 
Theme : International Relations 
GS - 2 
TABLE OF CONTENT 
a. Context 
b. Points of Agreement 
c. India-Germany Relations 
d. Significance of Indo-German Ties 
e. Road Ahead 
 
Context : India and Germany signed an agreement on a ‘Comprehensive Migration and Mobility 
Partnership’ to facilitate mobility and employment opportunities between India and Germany. 
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Points of Agreement :  
 

 It has specific provisions to facilitate mobility and employment opportunities for fostering the 
exchange of skills and talents. These include the Academic Evaluation Center in New Delhi, 18 
months extended residence permits to students, 3,000 job seeker visas annually, liberalized short 
stay multiple entry visas, and streamlined readmission procedures.  

 It aims to create a network of agreements with prospective labor market destination countries with 
the twin objectives of creating a favorable visa regime for Indians towards accessing the labor 
market of these countries. 

 
India-Germany Relations :  
 

 Diplomatic ties: Germany is one of India’s most important partners in Europe owing to the strength 
of bilateral relations, as also Germany’s key role in the EU. 

o India was among the first countries to establish diplomatic ties with the Federal Republic of 
Germany after the Second World War.  

o In 2021, India and Germany marked the 70th anniversary of the establishment of diplomatic 
relations 

  Economic and developmental partnership: India and Germany share a robust economic and 
developmental partnership. Besides the economic interest, both countries have a shared interest 
in upholding democratic values, the rules-based international order, and multilateralism as well as 
the reform of multilateral institutions. 

 Parliamentary Exchanges:  On the German side, the Indo-German Parliamentary Friendship Group, 
which was established in the Bundestag in 1971, has contributed to the strengthening of links 
between the two Parliaments.  

 Multilateral Cooperation:  Germany and India support each other on UNSC expansion within the 
framework of the G-4. 

o Germany joined the Coalition for Disaster Resilient Infrastructure (CDRI) in February 2020 
and participated in the first Governing Council meeting in March 2020. 

 Other Engagements: The year 2022 has seen intense high-level engagement, as Prime Minister 
Narendra Modi made two visits to Germany — for the India-Germany Inter-Governmental 
Consultations with Chancellor Olaf Scholz in Berlin and the G-7 outreach summit in Bavaria.  

o The leaders also met at the G-20 summit in Bali. In 2023, Mr. Scholz is expected to be in 
Delhi, in the spring, and again in September for the G-20 summit in India. 
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 Security Cooperation: The MoU on Security Cooperation signed at the 3rd IGC held in Delhi in 2015 
defines collaboration in this field. There are dialogue mechanisms on various aspects of security, 
including Joint Working Group on Counter Terrorism; Cyber Consultations; Joint Steering Group on 
Disaster Management in Berlin . 

 Defense Cooperation: Bilateral Defense Cooperation Agreement signed in September 2006 and the 
Agreement on Mutual Protection of Classified Information signed in October 2007, provide the 
framework for bilateral defense ties. 

 Economic & Commercial Relations: Germany is India’s largest trading partner in Europe. It has 
consistently been among India’s top ten global partners and was the seventh-largest trading partner 
in FY 2020-21 (12th during FY 2021-22 up to December 2021).  

 Science & Technology: Bilateral Science and Technology cooperation is implemented under an 
Inter-Governmental Agreement on ‘Cooperation in Scientific Research and Technological 
Development’ signed in May 1974 

 Culture: The Indo-German cultural relations have a long tradition that was derived through the 
systematic and academic study of Indian literature, especially Vedas and Upanishads, and also a 
translation of famous works from Sanskrit to the German language. 

 
Significance of Indo-German Ties :  
 

 Tackling slowdown: As both countries are together reeling under slowdown, both can find ways to 
further collaborate and converge to find sustainable and effective solutions.  

 India stands to gain from Germany as Germany is an economic powerhouse just as Germany stands 
to gain because she is a promising market that is growing and developing.  

 High end manufacturing: Germany is famous for internationally acclaimed high-end brands like 
Daimler, Siemens etc.. India is an obvious choice for German companies due to the availability of 
potential markets and talent pools. 

 Renewable sector:  
 India and Germany have signed an agreement on technical cooperation under the Indo-

German Energy Programme – Green Energy Corridors (IGEN-GEC). 
 Germany also provides a loan of 7 million euro for training activities in the photovoltaic solar 

rooftop sector. 
 Post Brexit scenario: The kind of Europe that emerges post Brexit is critical for India. Thus, we need 

to have a very good economic relationship with Germany as well as France in the post Brexit era. 
 Germany's role in reviving the India-EU free trade talks :  

 India has made a special appeal to Merkel to take the lead in this context.  
 India had called off talks when the EU banned 700 Indian pharma companies from exporting 

to the EU because one company was found wanting on quality standards. 
 
Road Ahead :  
 

 Manufacturing reforms: Taking measures to upgrade the technological capacity of its 
manufacturing sector and quality of its scientific establishment. 

 Embracing International Standards and Certifications: This can strengthen the competitiveness of 
the Indian industry and support the integration of India in global and regional value chains 
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 German investment: Germany can invest  in smart cities; modernization of railway networks and 
stations to setting up of high speed rail corridors; generation of renewable energy to construction 
of transmission and distribution networks. 

 Digital India: German and Indian digital companies should jointly work towards further enhancing 
the scope of market opportunity and bilateral investments in each other’s countries and creating 
greater bonds between their thriving tech ecosystems.  

 

MAINS PRACTICE QUESTION : Do you agree that India-Germany relations have yet to achieve their full 
potential? Give reasons. (200 words) 
 
FAQs :  
 
a.What is the Background of Parliamentary Exchanges between India & Germany ? 
ANS. On the German side, the Indo-German Parliamentary Friendship Group, which was established in the 
Bundestag in 1971, has contributed to the strengthening of links between the two Parliaments.  
 
b.What has been the Initial Engagement since the past in Science & Technology ? 
ANS.  Bilateral Science and Technology cooperation is implemented under an Inter-Governmental 
Agreement on ‘Cooperation in Scientific Research and Technological Development’ signed in May 1974. 
 

 
3. Urban 20 : A Call to the G-20. 

Theme : Regional and Global Groupings and agreements involving India 
GS - 2 
TABLE OF CONTENT 
a. Context 
b. What is Urban 20 ? 
c. Urban 20 Provides Unique opportunity to India? 
d. Actions India can take at Urban 20 
e. India taking the Lead at Urban 20. 
Context : Fifty percent of the world’s population currently lives in urban areas, which is projected to 
increase by 1.5 times to 6 billion. However, cities continue to face mounting challenges in accommodating 
the needs of this rapidly expanding population. 
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Urban 20 Provides Unique opportunity to India? 
 India’s U20 prospect can work towards engaging in meaningful policymaking and investments 

towards fulfilling the global 2030 Agenda. 
 By mindfully planning the allocation of urban resources and inspiring sustainable practices, India 

can set a new balanced template. While learning from the best practices of some of the soundest 
cities. 

 
Actions India can take at Urban 20 :  

 Prioritizing post Covid urban social and emotional wellbeing: In a post-pandemic world, U20 2023 
can priorities the role of urban mental health to raise awareness of its bearing as a consequence of 
an overpowering-built environment Urban amenities must account for the improvement of the 
overall quality of life and social-emotional well-being. 

 Emphasizing on efficient data and policies: U20 2023 can create a primer for effective data 
collection, analysis, monitoring, and reporting for timely assessment or urban plans to align with 
G20 and national agendas. Going further, India must emphasize policies for efficient data use and 
supporting data governance. 

 Increasing efficiency of digital services and bridging the digital divide gap: Digital literacy in urban 
India is only at 61 percent, suggesting a pervading low awareness of the government’s e-services. 
Moreover, gender biases in technology and digital skills lead to a greater gender digital divide 
suggesting a huge disparity in access to digital services. New regulatory frameworks are needed to 
encourage research and investment in bridging such gaps. 

 Gender inclusive planning to develop equitable cities: U20 2023 can call for global collaborations to 
develop equitable cities by engaging in dialogues around gender-inclusive planning. This is not only 
to benefit women and children but to include representation of diverse marginalized genders and 
LGBTQ+ persons in the urban planning process. 

 Prioritizing capacity building and training for city planners: It is also essential to highlight the 
importance of capacity building and training for planners and civic officials about the various 

What is Urban 20 ? 
 

 A city diplomacy initiative within the G20 ecosystem: Within the G20 ecosystem, a city diplomacy 
initiative called the “Urban 20” (U20) was launched in December 2017. As one of the formal 
Engagement Groups under G20, the U20 forum was meant to collectively raise critical urban issues 
of G20 cities during the G20 negotiations. 

 Special emphasis on cities: U20’s City Sherpas emphasize on the increasing importance of cities 
(both G20 and non-G20) as a country’s engines of innovation, economic growth, and productivity. 

 Focus on climate change and sustainable development: U20 specifically focuses on climate 
change, sustainable development, and socio-economic issues in connection with the Sustainable 
Development Goals. 

 Largely remained a platform of recommendation: Despite U20’s concerted efforts to run parallel 
to G20, the absence of any written constitution, procedures, or formal agreement has made U20 
unable to effectively address the aspirations and concerns of cities. U20 seems to have largely 
remained a platform for expression and making recommendations without being able to directly 
influence urban planning or implement policy initiatives. 

 In this backdrop India has a unique opportunity: Within this framework, India now has the unique 
opportunity to outline and action specific U20 goals to link with the larger objectives of one of the 
most influential international forums. 
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sensitivities and impacts of urban development plans. India can bolster global joint discussions 
around increased investment in urban healthcare facilities. 

 Boosting investment in sustainable energy transition: While delivering on the Paris Agreement and 
the New Urban Agenda and 2030 Agenda, India can reinforce direct investment in areas such as 
sustainable energy and mobility transition. For instance, managing the risks of urban flooding in a 
changing climate has become a global focus area for policymakers. 

 Investing in quality education and skill development: With cities burgeoning, investing in quality 
education and skilling has become critical to better prepare for the future of work and jobs for. 
Policies, across sectors, must support better skilling and training for entrepreneurship. For example, 
while the PM Employment Generation Programme and other Credit Support Schemes support 
MSMEs for training the youth and generating employment, we are yet to see their effectiveness 
and outreach. On the other hand, the rising trend of the gig economy demands innovative 
policymaking to accommodate the aspirations of the urban youth. 

 Local participation must be enhanced: Most importantly, U20 2023 can reinforce the importance 
of local-regional involvement for the integration of perspectives at the national and sub-national 
government bodies as the way forward. Urban Local Bodies (ULBs) can be strengthened further to 
facilitate basic infrastructure needs, inclusive economic growth and equitable development. 

 
India taking the Lead at Urban 20. :  
 

 India’s theme of G20 2023 holds the promise of interconnectedness to bring in an attitudinal change 
through deliberation, partnerships, dialogues, cooperation and knowledge-sharing. 

 India can lead the way for global response and action by setting the stage for newer partnerships 
and agreements to facilitate community empowerment and social justice at both the local and 
societal levels. 

 By stressing on equity, inclusivity, sustainability and resilience, U20 2023 will be able to honor its 
commitment to establish better cities. 

 
MAINS PRACTICE QUESTION : What is Urban 20 (U20)? How India’s Presidency can set precedents through 
globally agreed actions for Development? (150 words ) 
 
FAQs :  
 
a.What is Urban 20 ? 
ANS. Within the G20 ecosystem, a city diplomacy initiative called the “Urban 20” (U20) was launched in 
December 2017. As one of the formal Engagement Groups under G20, the U20 forum was meant to 
collectively raise critical urban issues of G20 cities during the G20 negotiations. 
 
b.What are the Special Focus areas of U 20 ? 
ANS. U20 specifically focuses on climate change, sustainable development, and socio-economic issues in 
connection with the Sustainable Development Goals. 
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