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Affairs_The Hindu" compilations to help you with UPSC Civil Services
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Affairs_The Hindu" would help students, especially beginners save time
and streamline their preparations with regard to Current Affairs. A content
page and an Appendix has been added segregating and mapping the
content to the syllabus.
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UPSC Civil Services Examinations. I would like to express my sincere
gratitude to Dr. Babu Sebastian, former VC - MG University in extending
all support to this endeavour. Finally I also extend my thanks to thank
Ms. Shilpa Sasidharan and Mr. Shahul Hameed for their assistance in the
preparing the compilations.
We welcome your valuable comments so that further improvement may
be made in the forthcoming material. We look forward to feedback,
comments and suggestions on how to improve and add value for students.
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at their Email ID.
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Modi holds bilateral talks with Nordic leaders
Blue economy,
clean energy, IT
and innovation
discussed
Press Trust of India
Copenhagen

Prime Minister Narendra
Modi on Wednesday held a
series of bilateral meetings
with his counterparts from
Norway, Sweden, Iceland
and Finland.
Mr. Modi, who arrived at
Copenhagen on Tuesday
from Berlin on the second
leg of his visit to three European nations, met the four
Nordic leaders on the sidelines of the second IndiaNordic Summit in the Danish
capital.
He began his day by meeting Norwegian counterpart
Jonas Gahr Store. “Our talks
included furthering cooperation in sectors such as the
blue economy, clean energy,
space, healthcare and more.
Norway is a key pillar of India’s recently announced
Arctic Policy,” Mr. Modi
tweeted.
Mr. Modi also had a meeting with Swedish counter-

Narendra Modi with, from left, Sanna Marin, Magdalena
Andersson, Mette Frederiksen, Jonas Gahr Store and Katrin
Jakobsdottir in Copenhagen. PTI
*

part Magdalena Andersson
during which they discussed
ways to deepen bilateral ties
and the progress in the Joint
Action Plan. . “We discussed
ways to deepen bilateral
cooperation in key sectors
like security, IT, research
and innovation. Strong ties
between our nations will benefit our people,” Mr. Modi
tweeted.
In a separate meeting, Mr.
Modi held talks with Iceland
Prime Minister Katrin Ja-

kobsdottir.
Mr. Modi lauded Ms. Jakobsdottir’s personal efforts
at promoting gender equality and briefed her on India’s
advances on the issue, the
External Affairs Ministry
said.
Mr. Modi also met his Finnish counterpart Sanna Marin and discussed ways to
further cement bilateral ties
in trade, investment, technology, culture and other
sectors.
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‘NEET exemption Bill
sent to Home Ministry’
T.N. CM terms development ‘historic’
Special Correspondent
CHENNAI

Chief Minister M.K. Stalin on
Wednesday informed the
Tamil Nadu Legislative Assembly that Governor R.N.
Ravi has forwarded the
NEET exemption Bill to the
Union Home Ministry to be
sent to the President of India for his assent.
Terming the development ‘historic’, Mr. Stalin
called upon all parties in the
Assembly to come together
and take all efforts to ensure
that the President gives his
assent to the Bill that was
passed for the second time
earlier this year after the Governor returned the previous Bill to the Assembly.
Mr. Stalin informed the
Assembly that the Governor’s secretary had spoken
to him over the phone on
Wednesday afternoon and

informed him of the decision.
The Chief Minister recalled that all the parties
[except the BJP] had taken
part in the discussion on the
Bill and the Assembly
passed the Bill for a second
time by sending it to the Governor.
Meeting with PM
Following this, Mr. Stalin
said, he had met the Governor and had insisted that he
send the Bill without delay
to the Home Ministry.
He had also met Prime
Minister Narendra Modi and
Home Minister Amit Shah
on the issue.
Further, MPs of all political parties in the State had
given a representation to
the President’s office seeking his assent to the Bill, Mr.
Stalin said.
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J&K delimitation panel award
likely to be notified today
Completion of the exercise will pave way for polls, the first in the Union Territory
Damini Nath
New Delhi

After over two years since it
was appointed, the Delimitation Commission for Jammu
and Kashmir is likely to
make its award public on
Thursday, according to officials aware of the development.
The number of constituencies and their boundaries is likely to be made public
through a Gazette notification on Thursday morning,
an official said. The completion of the delimitation exercise would pave the way for
elections in Jammu and
Kashmir, the first since the
erstwhile State was split into
two Union Territories and its
special status under Article
370 of the Constitution withdrawn in August 2019.
The term of the commis-

Members of Delimitation Commission during their visit to
Jammu, Monday on April 4, 2022. PTI
*

sion, headed by Justice Ranjana Prakash Desai (retd.)
and including Chief Election
Commissioner Sushil Chandra as a member, is set to
end on Friday, after two extensions — first from March
6, 2021 to March 6 this year
and then for two months till
May 6.
Appointed on March 6,

2020, the commission was
tasked with redrawing the
boundaries of Assembly constituencies in Jammu and
Kashmir and increasing the
number of seats from 83 to
90. In its draft report, the
commission proposed increasing six seats in Jammu
region and one in Kashmir.
The commission had pu-

blished its draft report, seeking public objections and
suggestions, on March 14,
and then visited Jammu and
Kashmir in April to hold consultations.
The National Conference,
whose three MPs are associate members of the Delimitation Commission, had rejected the panel’s draft
reports, raising concerns over the variation in population across seats and the
creation of “islands” where
parts of a constituency are
completely cut off from the
rest of it.
The NC also questioned
the validity of the delimitation exercise, which is being
carried out under the Jammu and Kashmir Reorganisation Act, 2019, a challenge to
which is pending in the Supreme Court.
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President has no role to play
in Perarivalan’s plea, says SC
Governor had no authority to transfer mercy plea: Bench
Krishnadas Rajagopal
NEW DELHI

The Supreme Court on Wednesday disagreed with the
Central government’s suggestion that the court should
wait till the President took a
call on Rajiv Gandhi assassination case convict A.G. Perarivalan’s mercy plea referred to him by the Tamil
Nadu Governor for a
decision.
A Bench of Justices L. Nageswara Rao and B.R. Gavai
said the Centre had missed
the obvious question posed
by the court by a mile. The
pertinent question was
whether the Governor had,
in the first place, the authority to refer the mercy plea to
the President.
Under Article 161 of the
Constitution, the Governor
was bound by the aid and
advice given by the Tamil
Nadu Council of Ministers in
September 2018 to the Governor to release Perarivalan, who has already served
over 30 years of his life sentence. The Governor prima
facie had no authority to
transfer the mercy plea to
the President. There was no
role for the President here
under the Constitution, the
court told Additional Solicitor-General K.M. Nataraj, for
the Centre.
“We cannot shut our eyes
to something that is happen-

ing against the Constitution.
We have to follow our Bible
— the Constitution of India,”
Justice Rao addressed the
Centre.
Justice Gavai said no authority, however high, could
put a spoke in the working of
the Constitution.
Mr. Nataraj urged the
court, “The file has been referred by the Governor to
the President. If the President refers it (mercy plea)
back to the Governor, there
is no need to discuss this issue at all... The President
himself will decide if the Governor could have referred
the file to him or not. Leave
it to the President to take a
call on whether to pardon or
reject or send the file back to
the Governor...”.
Justice Rao shot back,
“We thought it was our duty
to interpret the law and not
the President’s... The question whether the Governor
was right in referring the
State Cabinet’s wish to the

President, instead of exercising his duty under Article
161, has to be decided by the
court”.
Justice Gavai said there
had been ample time for the
Centre to return the mercy
plea file to the Governor.
Mr. Nataraj said, “No, it
was only recently the file
came to us”.
Justice Gavai told Mr. Nataraj, “The Governor decided
to send the file to the President on January 27, 2021... It
is May 5, 2022 today... And
you are saying it came to you
only ‘recently’? This is a
matter concerning personal
liberty”.
Mr. Nataraj persisted,
“The man is out on bail”.
Justice Rao reminded the
Centre, “But he has a Damocles’ sword hanging over
him”. The court said Perarivalan was not interested in
these “finer questions of
law”.
CONTINUED ON  PAGE 12

DAILY NEWS ANALYSIS
COURT E SY

T H E

H INDU

‘President has no role to
play in Perarivalan’s plea’
“He wants to be released.
He has suffered prison for
over 30 years. We have
passed judgments in the
past in favour of life convicts
who have served over 20
years of their sentence...
There cannot be any discrimination in this case
whatever be the magnitude
of the crime... Basically, he
wants to be free. He has acquired several educational
qualifications in prison. He
has shown good conduct.
He has also acquired several
diseases due to the long
years in prison... We are not
asking you for his release...
If you are not willing to consider these aspects, we will
consider ordering his release,” Justice Rao told the
Centre.
The court also asked why
the Centre had to speak for
the Governor.
“Why are you interested?
The State has asked for his
release and the Governor is
bound by the State Council’s
advice under Article 161.
The President has no role
under Article 161. In case the
Governor has a different
opinion, he has to send it
back to the State,” Justice
Rao told the Centre.
The Council of Ministers
of Tamil Nadu had recommended Perarivalan’s release way back in September 9, 2018.

Senior advocate Rakesh
Dwivedi, for Tamil Nadu, argued that the prospect of
the court waiting for the
President’s decision on the
mercy plea, as put forward
by the Centre, was “completely absurd”. Mr. Dwivedi, along with Tamil Nadu
Additional Advocate General Amit Anand Tiwari and
advocate Joseph Aristotle,
said federalism would go for
a toss if that was allowed by
the court.
Distinct powers
Mr. Dwivedi stated that the
President and Governor exercised two distinct powers
of mercy under Articles 72
and 161, respectively. The
former exercised his power
under the aid and advice of
the Council of Ministers at
the Centre while the latter
depended on the State
Council of Ministers.
Senior advocate Gopal
Sankaranarayanan and advocate Prabu Ramasubramanian, for Perarivalan,
said the Governor had in the
past, before referring the
mercy plea to the President,
never denied his responsibility to take a decision in
the case.
“Instead, everytime he
[Governor] came up with an
excuse not to decide,” Mr.
Sankaranarayanan
submitted.
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SC to look into ‘sealed
cover jurisprudence’
Media One ban comes up before court
Legal Correspondent
NEW DELHI

The Supreme Court on Wednesday, in the Media One
ban case, reiterated its intention to examine the legality of governments filing incriminating material in
sealed covers without sharing the information with the
accused/other party.
The court allowed the Union government more time
to file its counter giving reasons for banning Keralabased news channel Media
One.
The issue of “sealed cover
jurisprudence” came up in
the previous hearing on
March 15, when the Centre
wanted to pass on to the
court its internal files regarding the ban in a sealed
cover.
But the Bench led by Justice D.Y. Chandrachud had

objected to the government’s move, asking why
the government could not
disclose the files to the
channel. The court expressed its intention to examine the larger issue of
“sealed cover jurisprudence”, especially in the
background of bans on media houses like Media One. It
had asked senior lawyers
like Rakesh Dwivedi and Additional Solicitors-General
S.V. Raju and K.M. Nataraj to
assist it in the endeavour.
Justice Chandrachud had
said there were only a
“small exception” of cases
in which the court, for the
benefit of the parties, accepted material in sealed
covers. “Like in a case of
child sexual abuse,” he
pointed out.
CONTINUED ON  PAGE 12
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India’s position on the World Press Freedom Index
On what indicators are countries ranked in the index? Which countries have improved their ranking?
instance, the political context indicator
considers, among other things, “the
degree of support for the media in their
role of holding politicians and
government to account in the public
interest”. A ‘subsidiary score’ ranging
from 0 to 100 is calculated for each
indicator, and all the subsidiary scores
together contribute to the ‘global score’.
India, which had a global score of 53.44
in the 2021 Index, could muster only 41
this time.

G. Sampath

The story so far: India’s ranking in the
2022 World Press Freedom Index has
fallen to 150 out of 180 countries,
according to the latest report released by
the global media watchdog, Reporters
Without Borders (RSF). In last year’s
report, India was ranked 142. The top
three positions for countries with the
highest press freedom were taken by the
Nordic trio of Norway (a score of 92.65),
Denmark (90.27) and Sweden (88.84).
What is RSF and what’s the objective
of this Index?
RSF is an international NGO whose
self-proclaimed aim is to defend and
promote media freedom. Headquartered
in Paris, it has consultative status with the
United Nations. The objective of the
World Press Freedom Index, which it
releases every year, “is to compare the
level of press freedom enjoyed by
journalists and media in 180 countries
and territories” in the previous calendar
year. The RSF defines press freedom as
“the ability of journalists as individuals
and collectives to select, produce, and
disseminate news in the public interest
independent of political, economic, legal,
and social interference and in the
absence of threats to their physical and
mental safety.”

What is the methodology used by
RSF to assess and rank countries?
Countries are ranked after being assigned
a score ranging from 0 to 100, with 100
representing the highest possible level of
press freedom and 0 the worst. The
scoring has two components: a
quantitative one, that tallies abuses
against journalists and media outlets, and
a qualitative analysis based on the
responses of press freedom specialists
(journalists, researchers, human rights
defenders) to an RSF questionnaire.
Countries are evaluated on five
contextual indicators: political context,
legal framework, economic context,
socio-cultural context, and safety. For

What are the findings with regard to
world press freedom?
In terms of global trends, the report flags
a “two-fold increase in polarisation
amplified by information chaos — that is,
media polarisation fuelling divisions
within countries, as well as polarisation
between countries at the international
level.” It notes that “within democratic
societies, divisions are growing” due to
the spread of “opinion media” modelled
on Fox News, and the rise of
“disinformation circuits” amplified by
how social media functions.
While singling out Moldova (40th) and
Bulgaria (91st) for drastic improvements
in press freedom “thanks to a
government change”, it has classified the
situation in 28 countries including Russia
(155) and Belarus (153), as “very bad”.
The world’s 10 worst countries for press

freedom include Myanmar (176th), China
(175), Turkmenistan (177th), Iran (178th),
Eritrea (179th) and North Korea (180th).
What does the Index say about
India?
The report states that in India, “the
violence against journalists, the
politically partisan media and the
concentration of media ownership all
demonstrate that press freedom is in
crisis”. Describing India as “one of the
world’s most dangerous countries for the
media”, the report notes that “journalists
are exposed to all kinds of physical
violence including police violence,
ambushes by political activists, and
deadly reprisals by criminal groups or
corrupt local officials.” It highlights that
“supporters of Hindutva, the ideology
that spawned the Hindu far-right, wage
all-out online attacks on any views that
conflict with their thinking.”
What are the report’s observations
on India under various indicators?
Under ‘political context’, it states:
“Originally a product of the anti-colonial
movement, the Indian press used to be
seen as fairly progressive but things
changed radically in the mid-2010s, when
Narendra Modi became prime minister
and engineered a spectacular
rapprochement between his party, the

BJP, and the big families dominating the
media.” It highlights that “very early on,
Modi took a critical stance vis-à-vis
journalists, seeing them as
'intermediaries' polluting the direct
relationship between himself and his
supporters.”
With regard to ‘legal framework’, the
report notes that “Indian law is protective
in theory but charges of defamation,
sedition, contempt of court and
endangering national security are
increasingly used against journalists
critical of the government”. Under
‘economic context’, the report,
describing Indian media as a “colossus
with a feet of clay”, points out that
“media outlets largely depend on
advertising contracts with local and
regional governments” and “at the
national level, the central government
has seen that it can exploit this to impose
its own narrative, and is now spending
more than ₹130 billion (5 billion euros) a
year on ads in the print and online media
alone. “Finally, on the socio-cultural
indicators of press freedom, the report,
noting that “the enormous diversity of
Indian society is barely reflected in the
mainstream media,” states that “for the
most part, only Hindu men from upper
castes hold senior positions in journalism
or are media executives — a bias that is
reflected in media content.”

THE GIST
India’s ranking in the
2022 World Press Freedom
Index has fallen to 150 out
of 180 countries, according
to the latest report released
by Reporters Without
Borders.

B

Countries are evaluated
on five contextual
indicators: political context,
legal framework, economic
context, socio-cultural
context, and safety.
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The report describes India
as “one of the world’s most
dangerous countries for the
media.” It highlights that
“supporters of Hindutva, the
ideology that spawned the
Hindu far-right, wage
all-out online attacks on any
views that conflict with
their thinking.”

B

DAILY NEWS ANALYSIS
COURT E SY

T H E

H IND U

Highest sex ratio at birth in Ladakh
Manipur has lowest followed by Dadra and Nagar Haveli, Daman and Diu in 2020
Vijaita Singh
New Delhi

Ladakh recorded the highest
sex ratio at birth in the country in 2020, followed by Arunachal Pradesh, Andaman
and Nicobar Islands, Tripura
and Kerala, according to the
annual report on Vital Statistics based on 2020 Civil Registration System report.
“Highest Sex Ratio at Birth
(SRB) based on registered
events has been reported by
Ladakh (1,104) followed by
Arunachal Pradesh (1,011),
A&N Islands (984), Tripura
(974), and Kerala (969),” the
report released by the Registrar-General of India on
Tuesday said. Sex ratio at
birth is the number of females per thousand males.
The lowest sex ratio was
reported by Manipur (880),
followed by Dadra and Nagar
Haveli and Daman and Diu

(898), Gujarat (909), Haryana (916) and Madhya Pradesh (921).
2019 data
In 2019, the highest sex ratio
at birth was reported by Arunachal Pradesh (1,024), followed by Nagaland (1,001),

Mizoram (975) and A&N Islands (965), and the lowest
sex ratio was reported by
Gujarat (901), Assam (903),
Madhya Pradesh (905) and
Jammu & Kashmir (909).
The report said that the
requisite information from
Maharashtra, Sikkim, Uttar

Pradesh and Delhi on sex ratio was “not available.” They
had not provided the said data in 2019 as well.
“The sex ratio at birth of
registered events is an important indicator to map the
sex differential of the population at the beginning of
their life. The sex ratio at
birth has been calculated after deducting the delayed registration of more than one
year for the year 2020,” the
report said. None of the
States or UTs have recorded
sex ratio at birth below 880.
The report noted that
1,43,379 infant deaths were
registered in 2020 and the
share of rural areas was only
23.4%, while that of urban
areas was 76.6% in total registered infant deaths. “Nonregistration of infant deaths
in rural areas was a cause of
concern,” it stated.
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Inevitable increase

T

The RBI’s increase in interest rates
was long overdue

he penny has dropped. After stubbornly holding
off from acting to tame inflation, which has steadily eroded consumers’ purchasing power and
derailed broader economic momentum, the RBI’s rate
setting panel on Wednesday announced an ‘off-cycle’
increase in benchmark interest rates. The Monetary
Policy Committee voted to raise the policy repo rate by
40 basis points to 4.4% with immediate effect. RBI Governor Shaktikanta Das rationalised that letting inflation remain elevated at current levels for too long risked
‘de-anchoring inflation expectations’ and consequently
hurting growth and financial stability. While Russia’s invasion of Ukraine and the subsequent western sanctions on Moscow have roiled the outlook for prices on a
range of commodities, including wheat, edible oil,
crude oil and coal, Indian households’ perception and
expectations of inflation have been running well above
the RBI’s upper tolerance threshold of 6% for more
than two years. That the RBI has been forced to act
now, after insisting that price pressures were ‘transitory’, is a belated yet welcome acknowledgment that the
economic costs of failing to anchor price stability can
potentially be far more deleterious to growth than a relative decrease in the availability of low-cost credit. To
cite Mr. Das: “Sustained high inflation... hurts savings,
investment, competitiveness and output growth. It has
pronounced adverse effects on the poorer segments ...
by eroding their purchasing power.”
In explaining its decision to raise borrowing costs for
the first time in 45 months, the MPC has acknowledged
that the overall outlook for inflation has darkened considerably since it met last month. Prices are on a tear
globally and inflationary pressures are broadening
worldwide. The IMF last month posited that the war in
Ukraine was poised to not only slow global growth in
2022 but would also cause inflation to accelerate by 2.6
percentage points to 5.7% in advanced economies this
year, and spur a more appreciable quickening of 2.8
percentage points in the case of emerging market and
developing economies. With central banks in advanced
economies led by the U.S. Federal Reserve pursuing a
path of policy normalisation, the prospects of volatility
in capital flows adding pressure on the exchange rate
and consequently heightening the risks of imported inflation have also surely queered the pitch for the RBI.
The fact that the novel coronavirus is still lurking and it
could trigger a fresh wave of infections, as seen in China, adds considerably to the uncertainty. Monetary
authorities have also rightly pointed to the impact that
the increases in domestic pump prices of petroleum
products have had on inflation. The onus is now squarely on the RBI and fiscal authorities to move in lockstep
and take every possible measure including cutting fuel
taxes to keep inflation from running away and landing
the economy in stagflation.
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Inflation control needs another model
Lasting inflation control would require placing agricultural production on a steady footing

Pulapre Balakrishnan
& M. Parameswaran

Inflation is back as a talking point in
the public arena, some would say belatedly, for wholesale price inflation
has been in the double digits for over
12 months. India’s official measure of
inflation, the rate of change of the
consumer price index, has now
breached the Reserve Bank of India
(RBI)’s upper target of 6% for three
months continuously. At the conclusion of the April meeting, the Monetary Policy Committee had already
warned that the focus will henceforth be on inflation. Yesterday it
raised the repo rate somewhat sooner than was expected by the market.
It may appear contradictory to ask
whether the RBI’s stated policy of ‘inflation targeting’, implemented
through changes in the interest rate,
can control inflation, but we show
here why that would be justified.
Discourse on inflation
The discourse on inflation engaged
in by Western central banks, which
has been adopted in toto by their Indian counterpart, is so abstruse that
it is not understood even by many
economists. So, we begin with an explainer.
The starting point of this discourse is that inflation reflects an excess of output over its ‘natural’ level.
Inflation targeting refers to the policy
of controlling inflation by raising the
interest rate over which the central
bank has control, i.e. the rate at
which it lends to commercial banks,
the so-called ‘repo rate’. This, it is argued, will induce firms to stay their
investment plans and reduce inventories, lowering production. As economy-wide output declines, becoming equal to the natural level of
output, inflation will cease. This story does not just legitimise a policy of
output contraction for inflation but
sees it as optimal. The natural level of
output itself is the productive counterpart of the natural level of employment, the level that obtains in a freely functioning labour market. So, at
the natural level of output, the economy is deemed to be at full

Koyambedu market in Chennai.
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employment.
It is left unstated, but salient in the
context, that the natural level of output is unobservable. Hence inflation
as a reflection of an “overheating”
economy is something that must be
taken on trust. Surely it is disturbing
that India’s official model of inflation
control is based on so unscientific a
foundation. At least, the view of inflation that had ruled the central banks
of the west before they adopted inflation targeting was based on something tangible, namely, the growth of
the money supply.
Not surprisingly for a theory
based on an unobservable variable,
the proposition that inflation is due
to an overheating economy fares
poorly when put to a statistical test
for India. We are not aware of a single
demonstration of the empirical validity of the model of inflation presented in the RBI report of 2014,
which recommended a move to inflation targeting. On the other hand, in
our published research, we explain
inflation in India in terms of the
movement of the prices of agricultural goods and, to a lesser extent, imported oil. The implication of this
finding is damaging for the claim that
monetary policy can control inflation, for neither the price of agricultural goods nor that of imported oil is

under the central bank’s control. The
only route by which monetary policy
can, in principle, control inflation is
by curbing the growth of non-agricultural output, which would in turn
lower the growth of demand for agricultural goods. As the demand for
agricultural goods slows, so will inflation, but this comes at the cost of output and employment. At least, this is
the theory. Whether this takes place
in practice depends upon the extent
to which changes in the repo rate are
transmitted to commercial bank
lending rates.
Agricultural goods prices
The implication for the policymaker
that inflation is driven by agricultural
goods prices, as is the case in India
presently, is that the focus should be
on increasing the supply of these
goods. This could be a win-win solution, for as agricultural production
grows faster, the economy expands
without inflation. Ideally, food prices
should decline, for the consequent
rise in demand for other goods will
propel the economy forward. But the
product mix of agriculture becomes
relevant here. Growing per capita income in India has shifted the average
consumption basket towards foods
rich in minerals, such as fruits and
vegetables, and protein, such as milk

and meat. But the expansion of the
supply of these foods has been lower
than the growth in demand for them.
So a concerted drive to increase the
supply of food other than rice and
wheat holds the key. There was a
time when the leadership of the RBI
understood this, but now its leadership appears unwilling to acknowledge native wisdom.
Increasing agricultural supply at
steady if not declining prices is not
going to be easy for political reasons.
The States have not shown themselves to be particularly sensitive to
the charge that they do little to ensure a supply of cheap food for the
rest of the country, or even themselves in some cases. When they do
produce surpluses, their only concern is that these be procured by the
central government at the highest
price. The stances of the leaders of
wheat-producing northern States
and rice-producing southern ones
reflect this. Under these circumstances, a nation-wide project for
producing food cheaply remains a
distant dream. Now that the farm
laws have been repealed, it is the
time to initiate a discussion on how
such a project can be taken forward.
Costly food threatens the health of
the population, as people economise
on their food intake, and holds back
the economy, as only a small part of a
household’s budget can be spent on
non-agricultural goods.
Monetary policy manouvres, typified by the RBI’s raising of the repo
rate yesterday, is not an efficient solution for an agricultural price-driven inflation. Any lasting inflation
control would require placing agricultural production on a steady footing, with continuously rising productivity. This would require a
re-orientation of farm policy. Since
the time of the Green Revolution, the
focus has been on raising output,
that too of the superior cereals. The
inflation caused by continuously raising procurement prices for these
crops and slow growth elsewhere in
the food-producing sector has been
swept under the carpet. The time has
come to end this folly. Until then, inflation targeting by a committee accountable to no one will remain a
charade.
Pulapre Balakrishnan is at Ashoka
University, Sonipat and M. Parameswaran is
at the Centre for Development Studies,
Thiruvananthapuram
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The status of GST compensation dues
Why are funds owed to the States delayed? Are cess collections not growing fast enough? Will the compensation period be
extended beyond five years?

THE GIST
Last week, Prime Minister
Narendra Modi said that
several non-BJP ruled
States had failed to cut
taxes on fuel products.
Some of the States
countered that due to
pending dues from the
Centre including that of
compensation for
implementing GST it made it
difficult for them to lower
fuel taxes.

B

The Finance Ministry
responded that outstanding
GST compensation dues to
States for 2021-22 stood at
₹78,704 crore. It said that it
was unable to pay the dues
owing to ‘inadequate
balance’ in the
compensation cess
collections fund.

B

If States get a larger
share of the higher GST
collections clocked in April
and May, (₹1.42 lakh crore
and over ₹1.67 lakh crore
respectively) it would help
them push capital spending
to plan and execute public
infrastructure projects
quicker.

B

Vikas Dhoot

The story so far: At a meeting with Chief
Ministers last week, Prime Minister Narendra
Modi said that several non-BJP ruled States
had failed to cut taxes on fuel products
whose prices have surged sharply since
March and urged them to do so in the
interest of giving relief to the people facing
high inflation. Most of the States he referred
to — West Bengal, Tamil Nadu, Maharashtra,
Kerala, Telangana, Jharkhand and Andhra
Pradesh — countered the PM’s pitch bluntly.
West Bengal and Tamil Nadu said they had
already reduced their VAT levies once.
Maharashtra and Kerala pointed to States’
resource constraints and pending dues from
the Centre. The Mamata Banerjee
administration said slashing State levies on
petrol and diesel will be possible only if the
Centre clears its outstanding dues of over
₹97,000 crore, which includes
compensation for implementing the Goods
and Services Tax (GST).
What is the status of the outstanding
GST compensation due to the States?
The GST regime entailed doing away with
multiple State and Central levies to create a
simplified tax system for businesses. As this
meant that States had to give up several
taxation powers in the process, they were
assured that revenue losses will be
compensated for five years. The
compensation was to be calculated by
assuming a 14% year-on-year growth over
revenues in 2015-16 from the State taxes
subsumed in GST, and remitted from a
compensation cess fund backed by cess
levies on sin and luxury goods like pan
masala, tobacco, coal and cars.
Hours after the meeting, to counter these
States’ arguments about pending dues, the
Finance Ministry said that outstanding GST
compensation dues to States for 2021-22
stood at ₹78,704 crore, equivalent to four
months of such accruals. This means that
dues have been remitted to States for the
eight-month period of April 2021 till
November 2021. The ministry, which had last
released GST compensation of ₹18,252 crore

to States and Union Territories during
March, indicated its inability to pay the dues
immediately owing to ‘inadequate balance’
in the compensation cess collections fund.
“Normally, compensation for 10 months
from April-January of any financial year is
released during that year and the
compensation for February-March is
released only in the next financial year. The
pending amount will also be released as and
when amount from cess accrues in the
compensation fund,” the Ministry assured.
On top of the ₹78,704 crore due to States,
ostensibly for the period of December 2021
to March 2022, compensation for the April to
June period — the last quarter for which such
dues will accrue — also need to be arranged.
Chief economist of rating agency ICRA Aditi
Nayar has estimated that this could be
another ₹60,000 crore, taking total dues
that remain to be paid to States close to ₹1.4
lakh crore.
How much GST compensation has been
paid so far to States and when will this
cess levy end?
From July 2017 when the GST regime kicked
off till now, about ₹7.35 lakh crore has been
released as GST compensation to States. It
had nearly doubled from ₹83,000 crore in
2018-19 to ₹1.65 lakh crore in 2019-20, before
the pandemic hit the economy and revenue
collections across the board. The Finance
Ministry said that ₹2.78 lakh crore of
compensation has been released to States
for the year 2020-21 itself. Because GST as
well as compensation cess inflows had dried
up due to the COVID-19 lockdowns, as much
as ₹1.1 lakh crore was financed through
special borrowings from the market. In
effect, the Centre borrowed these funds and
lent them onwards to States as ‘back-to-back’
loans staggered through the year. Similarly,
₹1.59 lakh crore was raised in 2021-22 to pay
States’ compensation dues as per estimated
shortfalls in the cess fund collections, and
these funds were disbursed entirely by
October by resorting to front-loading of the
borrowings during the financial year. At the
time, the Finance Ministry had expected the
overall compensation payouts for the year to

be ₹2.59 lakh crore, which it said would
exceed the amount of compensation
accruing to States in 2021-22, indicating it
included pending compensation shortfalls
for 2020-21.
The levy of the compensation cess, which
was to cease on June 30 this year, has been
extended till March 2025-26 with a view to
use the receipts to repay the principal and
interest on these special loans. Several
States, worried about income sources falling
off a cliff once the assured compensation
ceases to accrue from July 1, have urged the
Centre to extend the GST compensation
period beyond the five-year promise. But
these demands have been stymied so far,
citing the legal provisions enabling GST, and
are unlikely to gain traction.
Will the record GST collections in
recent months help?
To the extent that States get a larger share of
higher GST collections, of course. With April
and May both clocking fresh highs in GST

revenues of ₹1.42 lakh crore and over ₹1.67
lakh crore, the Centre and States’ share,
after making adjustments, was a robust ₹1.32
lakh crore and ₹1.36 lakh crore, respectively,
over the two-month period. However, GST
compensation cess collections are still not
growing as rapidly as the overall kitty. Giving
States some clarity on when outstanding
GST compensation dues will be released,
will help them plan their borrowings for the
year, which will be particularly tricky from
July. While the expected step-down in GST
compensation flows from July 2023 may
enlarge State borrowings this year, the
timing of the release of the pending funds
would impact their plans significantly, Ms.
Nayar noted.
Moreover, with States expected to
aggressively push capital spending this year,
which is critical to spur growth, an early
release of funds, be it the devolution of other
tax collections, or GST compensation, would
help them plan and execute public
infrastructure projects quicker.
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‘Off-cycle move hints at more
aggressive rate increases’
Economists see RBI moving resolutely to slow inflation in the coming months
to curb inflation as growth
seems to be better placed today,” Mr. Sabnavis observed.
“But not tackling inflation
now, growth can be jeopardised. This will be the main
message from the so-called
interim policy,” he added.

Special Correspondent
Mumbai

The RBI’s surprise move to
raise the repo rate on Wednesday is a clear signal that it
will embark on a series of
rate increases in the coming
months to counter inflation,
said economists at banks.
“Today’s surprise move is
perhaps instigated by the upcoming April inflation print,
which could come in higher
— we currently estimate a
print of 7.6%,” said Abheek
Barua, chief economist,
HDFC Bank. The sharperthan-expected rate hike
“paves the way for a more
aggressive rate hike cycle
than we earlier expected,”
he added.
Madan Sabnavis, chief

In tow: Not tackling inflation now may jeopardise growth; this
will be the main message, says BoB’s Sabnavis. REUTERS
*

economist at Bank of Baroda
said while the increase in the
repo rate would help to
‘quell the build-up of excess
demand pressures and
hence slow down inflation’,
it would have little effect on

the components that were
being driven by global
factors.
“The overarching focus
on inflation is significant as it
goes back to the normal
mandate of the MPC which is

‘Brake on auto sales’
Meanwhile, automobile retailers said the move would
likely dampen auto sales.
“This move will curb excess liquidity in the system
and will make auto loans expensive,” said FADA President Vinkesh Gulati.
“Certainly, this move will
apply certain amount of
brakes on auto retail and
dampen the sentiments
further,” he asserted.
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RBI move sends stocks
into downward spiral
Benchmark indices plunge 2.3%
Special Correspondent
Mumbai

The sudden decision of the
Reserve Bank of India (RBI)
to raise interest rates with
immediate effect on Wednesday caused a major selloff in equities.
The last time the repo
rate was increased was in
August 2018. The off-cycle
announcement on Wednesday caught investors by
surprise.
The S&P BSE Sensex fell
1.306.96 points, or 2.29%, to
55,669. The top losers were
Bajaj Finance (4.29%), Bajaj
Finserv
(4.18%),
Titan
(4.11%), IndusInd Bank
(3.98%) and HDFC Bank
(3.34%). The NSE Nifty-50
index too dropped 2.29% to
16,677.60. “The surprising
RBI event in the latter half
[of the day] led to sharp cor-

rection across the markets.
Nifty not only breached its
important supports, but it
ended well in the red below
16,700,” Ruchit Jain, lead research, 5paisa.com, said.
Mitul Shah, head of Research, Reliance Securities,
said: “For equities, inflation
remains a key overhang”.
“Trend in global stock
markets, the movement of
the rupee and of crude oil
prices will dictate the market trend in the near-term,”
he added.
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RBI surprises with 40 bps rate
increase, amid inflation ‘alarm’
‘Inflationary
pressures
becoming acute’
Special Correspondent
Mumbai

The Reserve Bank of India
(RBI), in a sudden move on
Wednesday, raised the repo
rate by 40 basis points (bps)
to 4.4% citing inflation that
was globally “rising alarmingly and spreading fast”.
The repo rate increase was
the first since August 2018.
In an unscheduled announcement, RBI Governor
Shaktikanta Das said the Monetary Policy Committee
(MPC) had in an off-cycle
meeting reviewed the latest
economic developments including the impact of the
war in Ukraine and decided
to increase the policy interest rates in a bid to curb accelerating inflation.
“As the war draws on and
sanctions and retaliatory actions intensify, shortages,
volatility in commodity and
financial markets, supply
dislocations and, most
alarmingly, persistent and
spreading inflationary pressures are becoming more
acute with every passing
day,” Mr. Das noted.
Observing that domestic
inflation in April was also expected to be elevated, he
said, “The MPC judged that
the inflation outlook war-

rants an appropriate and
timely response... to ensure
that the second-round effects of supply side shocks
on the economy are contained and long-term inflation expectations are kept
firmly anchored”.
‘Accommodative’ stance
The MPC, however, retained
its ‘accommodative’ policy
stance even as it focuses on
withdrawal of accommodation to keep inflation within
the target range while supporting growth.
As part of the withdrawal

of accommodation, the RBI
also raised the Cash Reserve
Ratio (CRR) by 50 basis
points to 4.5% with effect
from May 21 so as to drain
surplus liquidity of about
₹87,000 crore.
Asserting that the fundamentals of the Indian economy remained strong, Mr. Das
said, “Our monetary policy
actions... will strengthen
and consolidate the medium-term growth prospects
of the economy”.
He pointed out that sustained high inflation “inevitably hurts savings, invest-

ment, competitiveness and
output growth”.
As part of the increases,
the standing deposit facility
(SDF) rate would become
4.15% and the marginal
standing facility (MSF) and
bank rate would be 4.65%.
“These decisions are in
consonance with the objective of achieving the medium-term target for consumer price index (CPI) inflation
of 4% within a band of +/2%,” the MPC noted.
CONTINUED ON  PAGE 12
INEVITABLE INCREASE  EDITORIAL
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RBI surprises with
40 bps rate increase
The RBI said since the MPC’s
meeting in April, disruptions, shortages and escalating prices induced by geopolitical
tensions
and
sanctions had persisted and
downside risks had risen.
The MPC was of the view
that while economic activity
was navigating the vortex of
forces confronting the
world with resilience on the
strength of underlying fundamentals and buffers, the
risks to the near-term inflation outlook were rapidly
materialising, as reflected in

the March inflation print
and later developments.
“In this milieu, the MPC
expects inflation to rule at
elevated levels, warranting
resolute and calibrated
steps to anchor inflation expectations and contain second-round effects,” it said.
Mr. Das stressed that the
RBI was mindful of the possible near-term impact of
higher interest rates on output, and would ensure
‘adequate liquidity to meet
the productive requirements of the economy’.
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‘States’ off-balance sheet
borrowings at decadal high’
Trend will hurt new investments, Crisil cautions
PRESS TRUST OF INDIA
MUMBAi

States have done off-balance-sheet
borrowings
through various entities in
FY22, resulting in a 1 percentage point increase in such
hidden loans to 4.5% of
GSDP, according to a report
on Wednesday.
The report by ratings
agency Crisil, based on an
analysis of 11 States accounting for three-quarters of
GSDP, warned this will impact the badly-needed capital-expansion measures by
the States as resources will
be ploughed to service debt.
The Indian economy has
revived to touch the pre-CO-

borrowing will
<
> Such
hit badly-needed
capital-expansion
measures by the
States, it says

VID levels after one year of a
decline in the GDP due to
the impact of the COVID-19
pandemic. Policymakers are
betting on capital expansion
to accelerate the revival
through various measures.
The Centre has been trying to decrease its hidden
borrowings and show a truer
picture of the finances for
the last few years.
“These borrowings have
been raised by entities
owned by States, which also

guarantee the loans. Around
4-5% of the revenue of States
will go towards servicing
such guarantee obligations
this fiscal, partially reducing
the ability of State governments to fund capital expenditure,” the agency said.
The rating agency attributed this behaviour by the
States to constrained revenue growth due to the pandemic-induced slowdown,
and increasing revenue expenditure.
These two reasons have
led to their fiscal deficits rising to close to 4% of GSDP,
well above the historical level of 2-3% seen earlier in the
last decade, it added.
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General Studies Paper I

A
B
C
D
E
F
G
H
I
J
K
L
M
N
O
P
Q

History of Indian culture will cover the salient aspects of art forms, literature and architecture from
ancient to modern times;
Modern Indian history from about the middle of the eighteenth century until the present-significant
events, personalities, issues;
Freedom struggle-its various stages and important contributors / contributions from different parts of
the country;
Post-independence consolidation and reorganization within the country;
History of the world will include events from 18th century such as industrial revolution, world wars,
re-drawal of national boundaries, colonization, decolonization,
Political philosophies like communism, capitalism, socialism etc.-their forms and effect on the
society
Salient features of Indian Society, Diversity of India;
Effects of globalization on Indian society;
Role of women and women’s organization;
Social empowerment, communalism, regionalism & secularism
Salient features of world’s physical geography;
Geographical features and their location- changes in critical geographical features (including water
bodies and ice-caps) and in flora and fauna and the effects of such changes;
Important Geophysical phenomena such as earthquakes, Tsunami, Volcanic activity, cyclone etc.
Distribution of key natural resources across the world (including South Asia and the Indian
subcontinent);
Factors responsible for the location of primary, secondary, and tertiary sector industries in various
parts of the world (including India);
Population and associated issues;
Urbanization, their problems and their remedies

General Studies Paper II
A
B
C
D
E
F
G
H
I

India and its neighbourhood- relations;
Important International institutions, agencies and fora- their structure, mandate;
Effect of policies and politics of developed and developing countries on India’s interests;
Bilateral, regional and global groupings and agreements involving India and/or affecting India’s
interests.
Indian Constitution, historical underpinnings, evolution, features, amendments, significant provisions
and basic structure;
Comparison of the Indian Constitutional scheme with other countries;
Functions and responsibilities of the Union and the States, issues and challenges pertaining to the
federal structure, devolution of powers and finances up to local levels and challenges therein;
Inclusive growth and issues arising from it;
Parliament and State Legislatures - structure, functioning, conduct of business, powers & privileges
and issues arising out of these;
Structure, organization and functioning of the executive and the judiciary, Ministries and
Departments;
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J
K
L
M
N
O
P
Q
R
S
T

Separation of powers between various organs dispute redressal mechanisms and institutions;
Appointment to various Constitutional posts, powers, functions and responsibilities of various
Constitutional bodies;
Statutory, regulatory and various quasi-judicial bodies;
Mechanisms, laws, institutions and bodies constituted for the protection and betterment of these
vulnerable sections;
Salient features of the Representation of People’s Act;
Important aspects of governance, transparency and accountability, e-governance- applications,
models, successes, limitations, and potential;
Citizens charters, transparency & accountability and institutional and other measures;
Issues relating to poverty and hunger,
Welfare schemes for vulnerable sections of the population by the Centre and States, Performance
of these schemes;
Issues relating to development and management of social sector / services relating to education
and human resources;
Issues relating to development and management of social sector / services relating to health
General Studies Paper III

A
B
C
D
E
F
G
H

Indian Economy and issues relating to planning, mobilization of resources, growth, development
and employment;
Effects of liberalization on the economy, changes in industrial policy and their effects on industrial
growth;
Inclusive growth and issues arising from it;
Infrastructure Energy, Ports, Roads, Airports, Railways etc. Government budgeting;
Land reforms in India
Major crops, cropping patterns in various parts of the country, different types of irrigation and
irrigation systems;
Storage, transport and marketing of agricultural produce and issues and related constraints;

e-technology in the aid of farmers; Technology Missions; Economics of Animal-Rearing.

K

Issues of buffer stocks and food security, Public Distribution System- objectives, functioning,
limitations, revamping;
Food processing and related industries in India – scope and significance, location, upstream and
downstream requirements, supply chain management;
Issues related to direct and indirect farm subsidies and minimum support prices

L

Awareness in the fields of IT, Space, Computers, robotics, nano-technology, bio-technology;

M
N
O
P
Q

Indigenization of technology and developing new technology;

I
J

R
S

Developments and their applications and effects in everyday life;
Issues relating to intellectual property rights
Conservation, environmental pollution and degradation, environmental impact assessment
Disaster and disaster management
Challenges to internal security through communication networks, role of media and social
networking sites in internal security challenges, basics of cyber security;
Money-laundering and its prevention;
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T
U
V
W
X

Various forces and their mandate;

A
B

Ethics and Human Interface: Essence, determinants and consequences of Ethics in human actions;

C

Security challenges and their management in border areas;
Linkages of organized crime with terrorism;
Role of external state and non-state actors in creating challenges to internal security;
Linkages between development and spread of extremism.

General Studies Paper IV

Dimensions of ethics;
Ethics in private and public relationships. Human Values - lessons from the lives and teachings of
great leaders, reformers and administrators;

D

Role of family, society and educational institutions in inculcating values.

E
F
G

Attitude: Content, structure, function; its influence and relation with thought and behaviour;

H
I
J
K
L
M
N
O
P
Q
R
S
T

Moral and political attitudes;
Social influence and persuasion.
Aptitude and foundational values for Civil Service , integrity, impartiality and non-partisanship,
objectivity, dedication to public service, empathy, tolerance and compassion towards the weaker
sections.
Emotional intelligence-concepts, and their utilities and application in administration and governance.
Contributions of moral thinkers and philosophers from India and world.
Public/Civil service values and Ethics in Public administration: Status and problems;
Ethical concerns and dilemmas in government and private institutions;
Laws, rules, regulations and conscience as
sources of ethical guidance;
Accountability and ethical governance; strengthening of ethical and moral values in governance;
ethical issues in international relations and funding;
Corporate governance.
Probity in Governance: Concept of public service;
Philosophical basis of governance and probity;
Information sharing and transparency in government, Right to Information, Codes of Ethics, Codes
of Conduct, Citizen’s Charters, Work culture, Quality of service delivery, Utilization of public funds,
challenges of corruption.
Case Studies on above issues.
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