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Highlights

Reservation Not a Fundamental 
Right: Supreme Court

Why in News
Recently, the Supreme Court of India has said that 

reservation of seats provided to certain communities is 
not a fundamental right.

Key Points
	¾ All political parties from Tamil Nadu had filed a writ 

petition in the Supreme Court seeking direction 
to the Centre to implement 50% Other Backward 
Class (OBC) reservation in the all-India NEET seats 
surrendered by the state.

	¾ They have accused the Centre of “violating the right 
of the people to have a fair education” by neither 
implementing the 50% quota for OBC in Tamil Nadu 
nor providing 27% reservation for OBC candidates in 
other states for the All India Quota seats.

	¾ However, the Supreme Court pointed that a 
writ petition under Article 32 of the Constitution 
can be filed only in case of violation of fundamental 
rights.

	¾ The Court observed that the Right to Reservation is 
not a fundamental right.

	¾ Earlier, the Court had ruled that reservation in 
promotion is not a fundamental right.
	� The fundamental rights have been classified 

under the six categories- Right to Freedom, Right 

to Equality, Right against Exploitation, Right to 
Freedom of Religion, Cultural and Educational 
rights and Right to constitutional remedies.

	� They are mentioned in Part III (Articles 12 to 35) 
of the Indian Constitution.

Constitutional Provisions for 
Reservation in Education and Jobs
	¾ Various provisions in Article 15 and 16 of the 

Constitution empower the State to make special 
provisions in education and jobs respectively for 
the socially and educationally backward section of 
the society and for the economically weaker section.

	¾ Although these provisions are mentioned in Part III 
(fundamental rights) of the Constitution, their nature 
is like directives to the state i.e. they are not binding 
on the state.

	¾ SC/ST Reservation:
	� The state (both Centre and the states) is permitted 

to make any special provision for the advancement 
of scheduled castes and scheduled tribes. For 
example, reservation of seats or fee concessions 
in public educational institutions and providing 
reservation in government jobs if they are not 
adequately represented.

	� The quota for SCs is 15% and for STs it is 7.5%
	¾ Other Backward Class (OBC) Reservation:

	� The state (both Centre and the states) is empowered 
to make provision for the advancement of OBCs 
regarding their admission to educational institutions 
and government jobs.

https://www.drishtiias.com/important-institutions/drishti-specials-important-institutions-national-institutions/supreme-court-of-india
https://www.drishtiias.com/to-the-points/Paper2/reservation-in-india
https://www.drishtiias.com/daily-updates/daily-news-analysis/national-testing-agency-postpones-neet-2020
https://www.drishtiias.com/daily-updates/daily-news-analysis/reservations-in-promotion-is-not-a-fundamental-right-sc
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	� The quota limit for OBCs is 27%. However, various 
state governments have different quota limits for 
OBCs in their state. E.g Tamil Nadu (50% reservation 
for OBCs).

	� In the Indra Sawhney 1992 judgement, the Supreme 
Court fixed the upper limit for the combined 
reservation quota i.e. should not exceed 50% of seats.

	¾ Economically Weaker Section (EWS) Reservation:
	� The 103rd Constitution Amendment Act, 2019, 

empowers both Centre and the states to provide 
10% reservation to the EWS category of society 
in government jobs and education institutions.

Writ Jurisdiction
	¾ The Supreme Court under Article 32 and the High 

courts under Article 226 of the Constitution can 
issue the writs of habeas corpus, mandamus, 
prohibition, certiorari and quo-warranto.

	¾ The Parliament under Article 32 can also empower 
any other court to issue these writs. However, no 
such provision has been made so far.

	¾ Difference in writs of Supreme Court and High court.
	� The Supreme Court can issue writs only for the 

enforcement of fundamental rights whereas a 
High court can issue writs for the enforcement 
of Fundamental Rights and also for an ordinary 
legal right.

	� The Supreme Court can issue writs throughout 
the territory of India whereas a High court can 
issue writs within its territorial jurisdiction.

	� A remedy under Article 32 is in itself a Fundamental 
Right and hence, the Supreme Court may not 
refuse to exercise its writ jurisdiction. On the 
other hand, a remedy under Article 226 is 
discretionary and hence, a High court may refuse 
to exercise its writ jurisdiction.
	z The Supreme Court is thus constituted as a 

defender and guarantor of the fundamental 
rights.

Inclusion of Reservation 
Laws in Ninth Schedule

Why in News
Recently, a Union Minister emphasised the need 

to include all reservation-related laws in the Ninth 

Schedule of Constitution so that they are shielded from 
judicial review.

Key Points
	¾ The minister argued that reservation is not confined 

just to Scheduled Castes (SCs) and Scheduled Tribes 
(STs) and is available to Other Backward Classes (OBCs) 
and poor sections of the upper castes as well and have 
been attached to Fundamental Rights.

	¾ This demand comes after the Supreme Court’s recent 
observation that the Right to Reservation is not a 
Fundamental Right.

	¾ Earlier, SC ruled that reservation in the matter of 
promotions in public posts was not a fundamental 
right and that a state cannot be compelled to offer 
quota if it chooses not to.

	¾ Apart from that, there have been repeated challenges 
to the Scheduled Castes and Tribes (Prevention of 
Atrocities) Act, 1989 and its amendments.

Ninth Schedule
	¾ The Schedule contains a list of central and state laws 

which cannot be challenged in courts and was added 
by the Constitution (First Amendment) Act, 1951.
	� The first Amendment added 13 laws to the 

Schedule. Subsequent amendments in various 
years have taken the number of protected laws 
to 284 currently.

	¾ It was created by the new Article 31B, which along 
with Article 31A was brought in by the government 
to protect laws related to agrarian reform and for 
abolishing the Zamindari system.
	� While Article 31A extends protection to ‘classes’ of 

laws, Article 31B shields specific laws or enactments.
	� While most of the laws protected under the 

Schedule concern agriculture/land issues, the list 
includes other subjects.

	¾ Article 31B also has a retrospective operation which 
means that if laws are inserted in the Ninth Schedule 
after they are declared unconstitutional, they are 
considered to have been in the Schedule since their 
commencement, and thus valid.

	¾ Although Article 31B excludes judicial review, the 
apex court has said in the past that even laws under 
the Ninth Schedule would be open to scrutiny if they 
violated Fundamental Rights or the basic structure 
of the Constitution.

https://www.drishtiias.com/daily-updates/daily-news-analysis/reservation-review-sc
https://www.drishtiias.com/daily-updates/daily-news-analysis/states-prerogative-to-provide-10-reservation
https://www.drishtiias.com/daily-updates/daily-news-editorials/constitutional-rights-judicial-review-and-parliamentary-democracy
https://www.drishtiias.com/to-the-points/Paper2/reservation-in-india
https://www.drishtiias.com/to-the-points/Paper2/major-constitutional-amendment-part-1
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Way Forward
	¾ Although reservation is necessary, it should also be 

open to judicial scrutiny in order to ensure any abrupt 
or irrational policy initiative by the Executive or the 
Legislature.

	¾ Any loophole or shortcomings in reservation policy 
must be addressed by involving various stakeholders. 
The need of the hour is not to go to extremes of either 
scrapping or shielding reservation policy, rather a 
rational framework on this contentious policy must 
be developed.

PM-CARES Not Under RTI

Why in News
The Prime Minister’s Office (PMO) has clarified that 

the Prime Minister’s Citizen Assistance and Relief in 
Emergency Situations Fund (PM-CARES Fund) is not a 
public authority under the ambit of the Right To Act 
(RTI), 2005.
	¾ PM-CARES Fund was set to accept donations and 

provide relief during the Covid-19 pandemic, and 
other similar emergencies.

	¾ The PMO’s response came in the backdrop of the 
RTI query filed to know the Fund’s trust deed and all 
government orders, notifications and circulars relating 
to its creation and operation.

PM-CARES Fund
	¾ Description:

	� PM-CARES was set up as a public charitable 
trust with the trust deed registered on 27th 
March, 2020.

	� It can avail donations from the foreign contribution 
and donations to fund can also avail 100% tax 
exemption.

	� PM-CARES is different from the Prime Minister’s 
National Relief Fund (PMNRF).

	¾ Purpose:
	� It is meant for supporting relief or assistance of 

any kind relating to a public health emergency 
or any other kind of emergency, calamity or 
distress, either man-made or natural.

	� It includes the creation or upgradation of 
healthcare or pharmaceutical facilities, funding 
relevant research or any other type of support.

	¾ Composition:
	� Prime Minister as chairperson
	� Defence Minister, Home Minister, Finance Minister
	� Three trustees nominated by the Prime Minister 

“who shall be eminent persons in the field of 
research, health, science, social work, law, public 
administration and philanthropy”.

Prime Minister’s National Relief Fund (PMNRF)
	¾ Description:

	� PMNRF was instituted in 1948 by then Prime 
Minister Jawaharlal Nehru, to assist displaced 
persons from Pakistan. 

	� The fund is recognized as a Trust under the 
Income Tax Act and the same is managed by 
the Prime Minister or multiple delegates for 
national causes.

	� The contributions towards PMNRF are notified 
for 100% deduction from taxable income under 
section 80(G) of the Income Tax Act, 1961.

	¾ Purpose:
	� The fund is currently used primarily to tackle 

natural calamities like floods, cyclones and 
earthquakes. 

	� The fund is also used to help with medical 
treatment like kidney transplantation, cancer 
treatment and acid attack.

	¾ Contributions:
	� The fund consists entirely of public contributions 

and does not get any budgetary support. It 
accepts voluntary contributions from Individuals, 
Organizations, Trusts, Companies and Institutions 
etc.

	� The corpus of the fund is also invested in various 
forms with scheduled commercial banks and 
other agencies. Disbursements are made with 
the approval of the Prime Minister.

Key Points
	¾ PM-CARES Not a Public Authority:

	� It has been stated that the PM-CARES Fund is not 
a Public Authority under the ambit of Section 2(h) 
of the RTI Act, 2005. 

	� However, relevant information in respect of PM-
CARES Fund may be seen on the website pmcares.
gov.in.

https://www.drishtiias.com/daily-updates/daily-news-analysis/pm-cares-fund
https://www.drishtiias.com/to-the-points/paper4/right-to-information-1
https://www.drishtiias.com/daily-updates/daily-news-analysis/coronavirus-disease-named-covid-19
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	¾ Ambiguous Nature of  PMNRF Under RTI:
	� There is ambiguity regarding whether the PMNRF 

(Prime Minister’s National Relief Fund) is subject 
to the RTI Act. 

	� The Central Information Commission (CIC) has 
directed PMNRF to disclose information as a result 
of the Delhi High Court’s split opinion on the 
question of whether PMNRF is a public authority 
under the Act.
	z The split opinion signifies that some Justices 

from the Delhi High Court Bench held PMNRF as 
a public authority, whereas some Justices held 
that PMNRF is not a public authority.

	¾ Audit of PM-CARES and PMNRF:
	� Earlier, the Comptroller and Auditor General’s 

(CAG) office had clarified that it wouldn’t audit the 
PM-CARES Fund as it is ‘a charitable organisation’ 
and is also based on donations from individuals 
and organisations. 

	� The PMNRF too is not audited by CAG but it is 
audited by an independent auditor outside of 
the government.

Section 2 (h) of the RTI Act
	¾ Under section 2(h) of the RTI Act “Public authority” 

means any authority or body or institution of self 
government established or constituted—
	� by or under the Constitution;
	� by any other law made by Parliament/State 

Legislature.
	� by notification issued or order made by the 

appropriate Government, and includes any—
	z body owned, controlled or substantially financed;
	z non-Government organisation substantially 

financed, directly or indirectly by funds 
provided by the appropriate Government.

	¾ Earlier in 2019, the Supreme Court ruled that the 
office of the Chief Justice of India (CJI) is a public 
authority under the Right to Information (RTI) 
Act, 2005.

Vamsadhara 
River Water Dispute

Why in News
The Chief Ministers of Andhra Pradesh and Odisha 

will hold talks to clear out all differences with regard to 
the sharing of Vamsadhara river waters.
	¾ Andhra Pradesh wants to build the Neradi bridge 

across the river which will be possible only after 
Odisha’s consent.

Key Points
	¾ Andhra Pradesh also wants to complete the inter-

linking of its Nagavali river with the Vamsadhara 
and expand the Madduvalasa Reservoir project soon.
	� Madduvalasa Project is a Medium Irrigation Project 

with a reservoir across Suvarnamukhi river, a 
tributary of Nagavali river. 

	¾ Agriculture is the only assured economic activity for 
the people living in the backward region and in the 
absence of rapid industrialisation, there is a need to 
concentrate on irrigation projects to make agriculture 
a viable activity.

	¾ Background:
	� In February 2006, Odisha sent a complaint to the 

Central Government under Section 3 of the Inter-
State River Water Disputes (ISRWD) Act, 1956 
regarding its water disputes with Andhra Pradesh 
pertaining to Inter-State River Vamsadhara.  It 
demanded for the constitution of an Inter-State 
Water Disputes Tribunal for adjudication.

	� Grievances of Orissa:
	z Adverse effect of undertaking the construction 

of a canal (called a flood flow canal at Katragada, 
Andhra Pradesh) taking off from the river 
Vamsadhara.
n	The flood flow canal would result in drying up 

the existing river bed and consequent shifting 
of the river affecting the groundwater table.

	z Failure of Andhra Pradesh to implement the 
terms of the inter-state agreement relating 
to use, distribution and control of waters of 
vamsadhara and its valley. 

https://www.drishtiias.com/daily-updates/daily-news-analysis/14th-anniversary-of-right-to-information
https://www.drishtiias.com/important-institutions/drishti-specials-important-institutions-national-institutions/comptroller-and-auditor-general-of-india-cag
https://www.drishtiias.com/daily-updates/daily-news-analysis/cji-under-the-rti-act
https://www.drishtiias.com/daily-updates/daily-news-editorials/call-of-the-river
https://www.drishtiias.com/to-the-points/Paper2/inter-state-river-water-sharing-disputes
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	z Odisha also raised the issue of scientific 
assessment of available water in Vamsadhara at 
Katragada and Gotta Barrage, Andhra Pradesh 
and the basis for sharing the available water.

Vamsadhara River
	¾ It is an east-flowing river which originates in Kalahandi 

district of Odisha, flows in Odisha, along its boundary 
with Andhra Pradesh and finally joins the Bay of 
Bengal at Kalingapatnam, Andhra Pradesh.

	¾ It is the main river of north-eastern Andhra region 
and the Boddepalli Rajagopala Rao Project was 
constructed on it to meet the irrigation needs of 
the region.

Water Dispute 
Between Telangana 
and Andhra Pradesh

Why in News
Recently, the Union government has decided to take 

the stock of water utilisation from the Krishna and 
Godavari rivers following the filing of complaints against 
each other by Telangana and Andhra Pradesh governments.

Key Points
	¾ Water Dispute:

	� Telangana and Andhra Pradesh share stretches 
of the Krishna and the Godavari and own their 
tributaries. 

	� Both states have proposed several new projects 
without getting clearance from the river boards, 
the Central Water Commission and the Apex 
Council, as mandated by the Andhra Pradesh 
Reorganisation Act, 2014.

	z The Andhra Pradesh Reorganisation Act, 2014 
mandates for constitution of an Apex Council by 
Central Government for the supervision of the 
functioning of the Godavari River Management 
Board and Krishna River Management Board.

	z The Apex Council comprises the Union Water 
Resources Minister and the Chief Ministers of 
Telangana and Andhra Pradesh.

	� The Andhra Pradesh government’s proposal to 
increase the utilisation of the Krishna water from a 
section of the river above the Srisailam Reservoir 
led to the Telangana government filing a complaint 
against Andhra Pradesh. 
	z The Srisailam reservoir is constructed across the 

Krishna River in Andhra Pradesh. It is located 
in the Nallamala hills.

	� The Andhra Pradesh government retaliated with its 
own complaints saying that Palamuru-Rangareddy, 
Dindi Lift Irrigation Schemes on the Krishna river 
and Kaleshwaram, Tupakulagudem schemes and 
a few barrages proposed across the Godavari are 
all new projects.

	¾ Krishna Water Dispute Tribunal:
	� Two tribunals have been constituted to resolve 

the disputes of the Krishna water. 
	� Andhra Pradesh has countered the second Krishna 

Water Dispute Tribunal (KWDT) order issued by 
Justice Brijesh Kumar in 2010. 
	z The Brijesh Kumar Tribunal has allocated 81 

thousand million cubic feet (tmcft) of surplus 
water to Maharashtra, 177 tmcft to Karnataka 
and only 196 tmcft to Andhra Pradesh . 

	� After the creation of Telangana as a separate state 
in 2014, Andhra Pradesh is asking to include 
Telangana as a separate party at the KWDT and 
that the allocation of Krishna waters be reworked 
among four states, instead of three.
	z It has challenged the order of the Brijesh Kumar 

Tribunal in the Supreme Court.
	¾ Godavari Water Dispute Tribunal:

	� The Godavari Water Dispute Tribunal headed 
by Justice Bachawat was constituted by the 
Government in April, 1969.
	z The tribunal was tasked to look after the 

dispute over Godavari river between Andhra 
Pradesh, Madhya Pradesh, Chhattisgarh, Odisha, 
and Karnataka over the sharing of the Godavari 
river water. 

https://www.drishtiias.com/daily-updates/daily-news-analysis/e-flows-in-river-ganga
https://www.drishtiias.com/daily-updates/daily-news-analysis/srisailam-dam
https://www.drishtiias.com/daily-updates/daily-news-analysis/kaleshwaram-lift-irrigation-project
https://www.drishtiias.com/daily-updates/daily-news-analysis/refer-krishna-dispute-to-tribunal
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	z The Bachawat Tribunal gave its final award in 
1980.

	z Accordingly, each State was free to utilise the 
flow in Godavari and its tributaries up to a 
certain level. 

	z Thus, Andhra Pradesh decided to divert 80 tmcft 
of Godavari water from Polavaram to Krishna 
river, upstream of Vijayawada, so that it could 
be shared with Karnataka and Maharashtra. 

	� Once Telangana came into existence in 2014, 
the Godavari water and, more specifically, the 
Polavaram project became the bone of contention 
between Telangana and Andhra Pradesh. 
	z While the project will take care of the irrigation 

needs of the Godavari districts of Andhra 
Pradesh, Telangana fears it would submerge 
many villages in its Khammam district. 

	z Odisha too has expressed its reservations over 
the Polavaram dam’s design. 

	¾ Union Government’s Move:
	� It has asked the Krishna and Godavari River 

Management Boards to procure the details of the 
irrigation projects on these rivers, including from 
Maharashtra and Karnataka and submit them to 
the Centre in a month. 

	� The main objective of the exercise appears to be 
to assess whether surplus water will be available 
for the new projects in Telangana and Andhra 
Pradesh, in the light of the disputes.

Inter-State Water Disputes 
	¾ Article 262 of the Constitution provides for the 

adjudication of inter-state water disputes. 
	� Under this, Parliament may by law provide for 

the adjudication of any dispute or complaint 
with respect to the use, distribution and control 
of waters of any inter-state river and river valley.

	� Parliament may also provide that neither the Supreme 
Court nor any other court is to exercise jurisdiction 
in respect of any such dispute or complaint.

	¾ The Parliament has enacted the two laws, the River 
Boards Act (1956) and the Inter-State Water Disputes 
Act (1956). 
	� The River Boards Act provides for the establishment 

of river boards by the Central government for the 
regulation and development of inter-state river 
and river valleys. 

	� A River Board is established on the request of state 
governments concerned to advise them.

	¾ The Inter-State Water Disputes Act empowers the 
Central government to set up an ad hoc tribunal for 
the adjudication of a dispute between two or more 
states in relation to the waters of an inter-state river 
or river valley.

Krishna River
	¾ Source: It originates near Mahabaleshwar (Satara) 

in Maharashtra. It is the second biggest river in 
peninsular India after the Godavari River.

	¾ Drainage: It runs from four states Maharashtra (303 
km), North Karnataka (480 km) and the rest of its 
1300 km journey in Telangana and Andhra Pradesh 
before it empties into the Bay of Bengal.

	¾ Tributaries: Tungabhadra, Mallaprabha, Koyna, 
Bhima, Ghataprabha, Yerla, Warna, Dindi, Musi 
and Dudhganga.

Godavari River
	¾ Source: Godavari river rises from Trimbakeshwar 

near Nasik in Maharashtra and flows for a length 
of about 1465 km before outfalling into the Bay 
of Bengal.

	¾ Drainage Basin: The Godavari basin extends over 
states of Maharashtra, Telangana, Andhra Pradesh, 
Chhattisgarh and Odisha in addition to smaller parts 
in Madhya Pradesh, Karnataka and Union territory 
of Puducherry.

	¾ Tributaries: Pravara, Purna, Manjra, Penganga, 
Wardha, Wainganga, Pranhita (combined flow of 
Wainganga, Penganga, Wardha), Indravati, Maner 
and the Sabri.

PM SVANidhi: Micro Credit 
Scheme for Street Vendors

Why in News
The Ministry of Housing and Urban Affairs (MoHUA) 

has launched Pradhan Mantri Street Vendor’s Atma 
Nirbhar Nidhi (PM SVANidhi), for providing affordable 
loans to street vendors.
	¾ Earlier, the Scheme was announced as a part of the 

Economic Stimulus-II under the Atmanirbhar Bharat 
Abhiyan.

https://www.drishtiias.com/daily-updates/daily-news-analysis/godavari-valley-area-and-covid-19
https://www.drishtiias.com/loksabha-rajyasabha-discussions/the-big-picture-single-tribunal-for-river-water-disputes
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https://www.drishtiias.com/daily-updates/daily-news-analysis/atmanirbhar-bharat-and-economic-stimulus
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	¾ The scheme would benefit vendors, hawkers, thelewale 
and people involved in goods and services related 
to textiles, apparel, artisan products, barbers shops, 
laundry services etc. in different areas.

Key Points
	¾ Loan facility:

	� The vendors can avail a working capital loan of 
up to Rs. 10,000, which is repayable in monthly 
instalments within a year. The loans would be 
without collateral.
	z It is for the first time that Microfinance 

Institutions, Non-Banking Financial Company, 
Self Help Groups have been allowed in a scheme 
for the urban poor due to their ground level 
presence and proximity to the urban poor 
including the street vendors.

	� There will be no penalty on early repayment of loan.
	z Early repayment (or resettlement) is a clearance 

of debt or loan  before the scheduled time. 
Many banks and lenders charge penalties for 
repaying loans early.

	� Those who were vending till 24th March, 2020 
can avail the benefits of the scheme.
	z This is for the first time that street vendors 

from peri- urban/rural areas have become 
beneficiaries of an urban livelihood programme.

	� The scheme is valid until March 2022.
	¾ Interest subsidy:

	� On timely/early repayment of the loan, an interest 
subsidy of 7% per annum will be credited to the 
bank accounts of beneficiaries through direct 
benefit transfer on a six monthly basis.

	¾ Escalation of credit limits:
	� The scheme provides for the rise of the credit limit 

on timely/ early repayment of loans i.e. if a street 
vendor repays the installments on time or earlier, 
he or she can develop his or her credit score that 
makes him/her eligible for a higher amount of 
term loan such as Rs. 20,000.

	¾ Encourage digital transactions:
	� The scheme incentivises digital transactions by 

the street vendors through monthly cash back.
	¾ Focus on capacity building:

	� MoHUA in collaboration with State Governments 
will launch a capacity building and financial literacy 
programme of all the stakeholders and Information, 

Education and Communication (IEC) activities 
throughout the country during the month of June 
and loaning will commence in the month of July.

	¾ Role of Urban Local Bodies (ULBs): 
	� ULBs will play a pivotal role in the implementation 

of the scheme by ensuring to target the beneficiary 
and reaching to them in an efficient manner. 

	¾ E-governance:
	� In line with the vision of leveraging technology 

to ensure effective delivery and transparency, 
a digital platform with web portal/ mobile app is 
being developed to administer the scheme with 
end-to-end solution.

	� This platform will integrate the web portal/ mobile 
app with UdyamiMitra portal of SIDBI for credit 
management and PAiSA portal of MoHUA to 
administer interest subsidy automatically.

	� It will help in integrating the vendors into the 
formal financial system.

Way Forward
	¾ The loans through the scheme would help to kick-start 

activity for vendors who have been left without any 
income due to the impact of Covid-19 and lockdown.

	¾ Despite multiple schemes running for the street 
vendors, there are various gaps in implementation, 
identification, awareness and accessibility of various 
schemes which should be plugged in a timely manner.

	¾ Benefits like maternity allowances, accident relief, 
natural death compensation, education support for 
children for higher studies, pension during any crisis 
should be provided to them. 

Science Technology 
and Innovation Policy

Why in News
Recently, the Office of the Principal Scientific Adviser 

to the Government of India (Office of PSA) and the 
Department of Science and Technology (DST) have jointly 
initiated the formulation of a new national Science 
Technology and Innovation Policy (STIP 2020).

Key Points
	¾ It will be the 5th STIP of India and is being formulated 

at a crucial juncture when India and the world are 
tackling the Covid-19.

https://www.drishtiias.com/daily-updates/daily-news-analysis/guidelines-for-licencing-of-small-finance-banks
https://www.drishtiias.com/daily-updates/daily-news-analysis/guidelines-for-licencing-of-small-finance-banks
https://www.drishtiias.com/daily-updates/daily-news-editorials/A%20nuanced%20understanding%20of%20the%20NBFC%20sector
https://www.drishtiias.com/to-the-points/Paper2/self-help-groups-shgs
https://www.drishtiias.com/daily-updates/daily-news-analysis/important-facts-for-prelims-4th-may-2019
https://www.drishtiias.com/daily-updates/daily-news-analysis/50th-foundation-day-of-dst
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	� It will integrate the lessons of the pandemic including 
the building of an Atmanirbhar Bharat by leveraging 
India’s strengths in research and development, 
design, science and technology workforce and 
institutions, huge markets, demographic dividend, 
diversity and data.

	¾ The STIP 2020 formulation process will be six-months 
long and has been organised into 4 highly interlinked 
tracks:
	� Track I: It involves an extensive public and expert 

consultation process through Science Policy Forum, 
a dedicated platform for soliciting inputs from 
larger public and expert pools during and after 
the policy drafting process.

	� Track II: It comprises experts-driven thematic 
consultations to feed evidence-informed 
recommendations into the policy drafting process. 
21 focused thematic groups have been constituted 
for this purpose.

	� Track III: It involves extensive intra-state and intra-
department consultation with Ministries and States.

	� Track IV: It constitutes an apex level multi-
stakeholder consultation.

	¾ Previous Four STIPs:
	� Scientific Policy Resolution 1958:
	z India’s first major science policy can be traced 

back to the year 1958.
	z SPR 1958 laid the foundation of the scientific 

enterprise and scientific temper in India.
	� Technology Policy Statement 1983:
	z The primary feature of TPS 1983 was technological 

self-reliance through promotion and development 
of indigenous technologies.

	z Adoption of indigenous technology would reduce 
vulnerabilities in critical areas and would help 
maximise the utilisation of local (human and 
material) resources.

	� Science and Technology Policy 2003:
	z Its aim was to keep up the pace with science and 

technology, to stay competitive in an increasingly 
globalised world and to meet the primary goal 
of equitable and sustainable development.

	z It called to invest heavily in the research and 
development sector with the aim of increasing 
investment to 2% of the Gross Domestic Product 
(GDP).

	� Science, Technology and Innovation Policy 2013:
	z The decade of 2010 to 2020 was declared as a 

decade of innovation.
	z It was acknowledged that in order to stay 

globally competitive, it was necessary to make 
a transition into a knowledge-based economy.

	z This policy document was a step in the direction 
towards building a robust national innovation 
ecosystem.

Office of the Principal Scientific Adviser
	¾ It was set-up in November 1999 by the Cabinet 

Secretariat.
	¾ Objectives:

	� To evolve policies, strategies and missions for the 
generation of innovations and support systems 
for multiple applications.

	� To generate science and technology tasks in 
critical infrastructure, economic and social sectors 
in partnership with Government departments, 
institutions and industry.

	� To function as the Secretariat to the Scientific 
Advisory Committee to the Cabinet, with the 
Principal Scientific Adviser to the Government 
of India as its Chairman.

	¾ The Prime Minister’s Science, Technology and 
Innovation Advisory Council (PM-STIAC) is an 
overarching council that facilitates the PSA’s office.

Department of Science and Technology
	¾ The foundation of DST was laid on 3rd May 1971 

along with the model of National Science Foundation 
(NSF), USA.

	¾ It provides funding and also makes policies and 
co-ordinates scientific work with other countries.

	¾ It empowers scientists and scientific institutions 
and also works with a highly distributed system 
permeating stakeholders ranging from school college, 
PhD, Postdoc students, young scientists, startups 
and NGOs working in Science and Technology.

Inner Line Permit and 
Citizenship Amendment Act

Why in News
Recently, the Supreme Court refused to stay the 

https://www.drishtiias.com/daily-updates/daily-news-analysis/covid-19-now-pandemic-who
https://www.drishtiias.com/daily-updates/daily-news-analysis/atmanirbhar-bharat-and-economic-stimulus
https://www.drishtiias.com/daily-updates/daily-news-analysis/base-year-for-gdp-calculations
https://www.drishtiias.com/daily-updates/daily-news-analysis/Mission%20to%20Sequence%20Genes%20of%20Indians
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Adaptation of Laws (Amendment) Order, 2019, issued 
by the President to amend the Bengal Eastern Frontier 
Regulation (BEFR), 1873.
	¾ The court said it will have to hear what the government 

has to say on the matter.

Key Points
	¾ The Presidential order was challenged in the Supreme 

Court by Asom Jatiyatabadi Yuba Chatra Parishad 
(AJYCP) and All Tai Ahom Students’ Union (ATASU).

	¾ The petitioners claimed that the Presidential Order 
moved some of the districts of Assam away from the 
purview of BEFR just before the grant of assent to 
Citizenship (Amendment) Act (CAA), 2019.
	� The districts included Kamrup, Darrang, Nowgong, 

Sibsagar, Lakhimpur and Cachar.
	� BEFR empowers some of the states to bring districts 

under the inner line area.
	¾ Once the districts had come under ‘the inner line’ area, 

the CAA could not be implemented to the extent of 
granting citizenship to illegal immigrants in Assam 
in view of Section 6B (4) of the CAA.
	� Section 6B (4) of the CAA restricts the implementation 

of CAA to the tribal areas as included in the Sixth 
Schedule of the Constitution and the area covered 
under the “Inner Line” notified under the Bengal 
Eastern Frontier Regulation, l873”.

	¾ The CAA relaxes eligibility criteria for certain 
categories of migrants from three countries (Pakistan, 
Bangladesh and Afghanistan) seeking Indian citizenship 
and exempts certain categories of areas, including 
those protected by the Inner Line system.

	¾ The State government claims that ILP cannot be 
implemented in Assam since Assam is the gateway 
to northeast India.
	� Implementation of ILP will  increase the 

unemployment level. It will affect the tea sector 
and oil sector.

	¾ According to the petitioner, BEFR could have been the 
answer to tackle the problems of illegal immigrants 
which Assam and its citizens are facing today.

Inner Line Permit
	¾ It is a concept based on the policy of exclusion drawn 

by colonial rulers in the form of Bengal Eastern Frontier 
Regulation Act (BEFR), 1873.

	¾ The BEFR prohibits an outsider’s — “British subject or 
foreign citizen” — entry into the area beyond the Inner 
Line without a pass and his purchase of land there.
	� It protected the commercial interests of the British 

from the tribal communities.
	¾ BEFR came as a response to the reckless expansion of 

British entrepreneurs into new lands which threatened 
British political relations with the hill tribes.

	¾ After Independence, the Indian government replaced 
“British subjects” with “Citizen of India”.

	¾ The Inner Line separates the tribal-populated hill 
areas in the Northeast from the plains. To enter and 
stay for any period in these areas, Indian citizens from 
other areas need an Inner Line Permit (ILP).

	¾ The main aim of the ILP system is to prevent settlement 
of other Indian nationals in the States where the ILP 
regime is prevalent, in order to protect the indigenous/
tribal population.

	¾ The Adaptation of Laws (Amendment) Order, 2019 
extended the ILP regime to Manipur after Arunachal 
Pradesh, Nagaland and Mizoram where the ILP 
regime is applicable.

Draft Unmanned Aircraft 
System (UAS) Rules 2020

Why in News
Recently, the Ministry of Civil Aviation has notified 

the draft Unmanned Aircraft System (UAS) Rules, 2020. 
	¾ The draft rules have been issued at a time when the 

use of drones has increased due to a coronavirus 
lockdown, for purposes like surveillance, disinfection 
and videography.

	¾ Earlier, the government had issued drone regulations 
1.0 and the drone regulations 2.0. The government 
has also finalized National Counter Rogue Drone 
Guidelines for handling the threats from Unmanned 
Aircraft Systems.

Key Points
	¾ Aims:

	� A set of rules notified by the government aims to 
regulate the production, import, trade, ownership, 
establishment of the drone ports (airports for 
drones) and operation of unmanned aircraft systems.

https://www.drishtiias.com/to-the-points/Paper2/citizenship-amendment-act-2019
https://www.drishtiias.com/daily-updates/daily-news-editorials/covid-19-and-lockdown
https://www.drishtiias.com/daily-updates/daily-news-analysis/digital-sky-platform-drone-regulation-1-0
https://www.drishtiias.com/daily-updates/daily-news-analysis/digital-sky-platform-drone-regulation-1-0
https://www.drishtiias.com/daily-updates/daily-news-analysis/national-anti-drone-guidelines
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Drone
	¾ Drone is a layman terminology for Unmanned 

Aircraft (UA). There are three subsets of Unmanned 
Aircraft- Remotely Piloted Aircraft,  Autonomous 
Aircraft and Model Aircraft.
	� Remotely Piloted Aircraft consists of remote pilot 

station(s), the required command and control 
links and any other components, as specified in 
the type design.

	¾ Remotely piloted aircraft have been divided into 
five categories based on their weight-
	� Nano : Less than or equal to 250 grams.
	� Micro : From 250 grams to 2kg.
	� Small : From 2 kg to 25kg.
	� Medium : From 25kg to 150kg.
	� Large : Greater than 150kg.

	� It also seeks to create a framework for drones 
use by businesses. 

	¾ Draft Rules:
	� Approval by DGCA:
	z An authorised manufacturer or importer of 

drones can sell its devices only to an individual 
or entity approved by the aviation regulator 
Directorate General of Civil Aviation (DGCA).

	z Only Nano class drones will be allowed to 
operate in India in general and only a qualified 
remote pilot will be permitted to operate 
heavier drones.

	z The DGCA will have the powers to inspect a UAS 
manufacturing or maintenance facility before 
granting any authorisation under these rules.

	� Third Party Insurance:
	z No UAS shall operate in India unless there is in 

existence a valid third party insurance policy 
to cover the liability that may arise on account 
of a mishap involving such UAS.

	� Carrying Payload:
	z No UAS should carry any payload except as 

permitted by the DGCA. 
	z No person shall drop or project or permit to 

be dropped from a UAS in motion any object 
except when specified.

	� Ownership:
	z For owning and using a drone, one has to be 

at least 18 years old. 

	z In the case of companies, the requirement is 
that their main place of business has to be in 
India and the chairman and at least two thirds 
of directors have to be Indian citizens.

	z Also, businesses operating drones have to be 
substantially owned and effectively controlled 
by Indian nationals.

	¾ Future Prospects:
	� Currently, the DGCA has permitted food startups 

to conduct trials for drones Beyond the Visual Line 
of Sight (BVLOS).
	z Unlike Visual Line of Sight (VLOS) flights, which 

are operated within the pilot’s line of sight, BVLOS 
flights are flown beyond the visual range. These 
are mainly performed for monitoring large areas.

	z It enables service providers to conduct complex 
drone operations and facilitate drones to fly 
without any human interference.

	� DGCA is also expected to issue a separate set of 
rules to enable use of drones for e-commerce or 
delivering medical supplies.

QS World 
University Rankings 2021

Why in News
Recently, QS World University Rankings 2021 has 

shown a decline in the rankings of the Indian Institutes of 
Technology (IITs) and the Indian Institute of Science (IISc).
	¾ Only the newer IITs in Guwahati and Hyderabad have 

shown some improvement.

Key Points
	¾ Only three educational institutes from India, the IIT 

Bombay (172), IISc Bengaluru (185) and IIT Delhi 
(193) feature in the top 200 list.

	¾ Despite the Centre’s flagship Institutes of Eminence 
(IoE) scheme to boost the Indian presence in these 
global rankings, the total number of Indian institutions 
in the top 1,000 global list has fallen from 24 to 21.

	¾ In private universities, BITS Pilani and the Vellore 
Institute of Technology (VIT) have dropped out of 
the top 1,000 list, but OP Jindal Global University 
has climbed to the 650-700 band in the rankings.

	¾ Out of the six parameters, Indian institutions get 
zero scores on the ratio of international faculty and

https://www.drishtiias.com/daily-updates/daily-news-analysis/institutions-of-eminence-ioe-scheme
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QS World University Rankings
	¾ Quacquarelli Symonds (QS) is a leading global career 

and education network for ambitious professionals 
looking to further their personal and professional 
development.

	¾ QS develops and successfully implements methods 
of comparative data collection and analysis used 
to highlight institutions’ strengths.

	¾ The ‘QS World University Rankings’ is an annual 
publication of university rankings which comprises 
the global overall and subject rankings.

	¾ Six parameters and their weightage for the 
evaluation:
	� Academic Reputation (40%)
	� Employer Reputation (10%)
	� Faculty/Student Ratio (20%)
	� Citations per faculty (20%)
	� International Faculty Ratio (5%)
	� International Student Ratio (5%)

	 students while scoring well on research impact, 
measured through citations per faculty.

	¾ India also scores poorly on faculty-student ratio 
because of counting only full-time faculty whereas 
American universities include PhD students who are 
teaching or are research assistants.

	¾ Indian academics have focused on that if a parameter 
comparing the cost of education to students is 
introduced, Indian institutions would be among the 
world’s top 50.

	¾ Earlier in 2020, IITs jointly decided to boycott the 
World University Rankings released by the Times 
Higher Education (THE) questioning its methodology 
and transparency.

	¾ One of the reasons for a drop in Indian universities’ 
rank is lack of sufficient efforts. 
	� Other universities across the world are making 

increasingly-intense efforts to enhance their 
educational offerings.

	¾ A committee of IIT directors has been formed to see 
how Indian institutes can improve the perception 
about them abroad and also make efforts to enhance 
the quality of standards within the country.

	¾ Suggestions:
	� The government should launch a campaign 

for improving educational institutes, similar to 

Incredible India which promotes tourism in India 
and engages with the travellers.

	� Success should be based on five pillars:
	z Not-for-profit status.
	z Strong commitment to faculty hiring and 

research.
	z Focus on internationalisation.
	z Devotion to humanities and social sciences.
	z Drive to build a reputation through students 

and employers.

Institutions of Eminence Scheme
	¾ It is a government’s scheme to provide the regulatory 

architecture for setting up or upgrading of 20 
Institutions (10 from public sector and 10 from the 
private sector) as world-class teaching and research 
institutions called ‘Institutions of Eminence’.

	¾ Objectives:
	� Excellence and Innovation: To provide for 

higher education leading to excellence and 
innovations in such branches of knowledge as 
may be deemed fit at post-graduate, graduate 
and research degree levels.

	� Specialization: To engage in areas of specialization 
to make distinctive contributions to the objectives 
of the university education system.

	� Global Rating: To aim to be rated internationally 
for its teaching and research as a top hundred 
Institution in the world over time.

	� Quality teaching and Research: To provide for 
high quality teaching and research and for the 
advancement of knowledge and its dissemination.

	¾ Benefits:
	� Autonomy: Institutes with IoE tag will be given 

greater autonomy and freedom to decide fees, 
course durations and governance structures.

	� Grant: The public institutions under IOE tag will 
receive a government grant of Rs 1,000 crore, 
while the private institutions will not get any 
funding under the scheme.

India Rankings 2020: NIRF

Why in News
Recently, ‘India Rankings 2020’ of Institutions of 

Higher Education was released.
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	¾ While, the QS World University Rankings showed 
that India’s best institutions like Indian Institutes 
of Technology (IITs) and Indian Institute of Science 
(IISc) have slipped in the global list.

Key Points
	¾ The Ministry of Human Resource Development 

(MHRD) has taken this important initiative of creating 
a National Institutional Ranking Framework (NIRF), 
which has been used for the past five years for ranking 
institutions of higher education in different categories 
and domains of knowledge.
	� NIRF was launched on 29th September 2015.

	¾ Objective: To encourage institutes to compete 
against each other and simultaneously work towards 
their growth. In addition, these rankings also attract 
foreign students, providing a solid base for the 
‘Study in India’ programme for the growth of higher 
education in India.

	¾ NIRF is one of the criterias for private institutions 
assessment for the Institutions of Eminence (IoE) 
Scheme.
	� IoE Scheme is a government’s scheme to provide the 

regulatory architecture for setting up or upgrading 
of 20 Institutions (10 from public sector and 10 
from the private sector) as world-class teaching 
and research institutions.

	¾ NIRF outlines a methodology to rank institutions 
across the country. The methodology draws from the 
overall recommendations and broad understanding 
arrived at by a Core Committee set up by MHRD.

	¾ Broad Parameters:
	� Teaching, Learning and Resources.
	� Research and Professional Practices.
	� Graduation Outcomes.
	� Outreach and Inclusivity.
	� Peer Perception.

	¾ 90% of the parameters in NIRF are completely 
objective and fact-based, while only 10% is based on 
the subjective parameter of perception by academic 
peers and employers.
	� In international rankings, Indian institutions’ low 

ranking is due to the high weightage given to the 
perception which is a subjective parameter.

	¾ It is acknowledged that Indian institutions struggle 
on the “internationalisation” parameter in global 

rankings and the NIRF rankings are believed to reach 
a point where international institutions will want to 
be included in the Indian ranking system rather than 
vice versa.

	¾ Overall, 3,771 institutions registered in the ranking 
framework this year which is a 20% increase in 
comparison to 2019.

	¾ This is the fifth consecutive edition of these rankings. 
This year ‘Dental’ category has been introduced for 
the first time bringing the total tally to 10 categories/
subject domains.

	¾ Rankings (top three)

Re-establishment of PCIM&H

Why in News
Recently, the Union Cabinet has given its approval 

to re-establish Pharmacopoeia Commission for Indian 
Medicine and Homoeopathy (PCIM&H) as a subordinate 
office under the Ministry of AYUSH.
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	¾ Pharmacopoeia Laboratory for Indian Medicine (PLIM) 
and Homoeopathic Pharmacopoeia Laboratory (HPL), 
central laboratories established at Ghaziabad (Uttar 
Pradesh) since 1975, will be merged into the PCIM&H.

Key Points
	¾ Presently, PCIM&H is an autonomous body under the 

aegis of Ministry of AYUSH, established since 2010.
	¾ Pharmacopoeia is an officially recognized book of 

standards as per the Drugs and Cosmetics Act, 1940 
and Rules 1945 thereunder.
	� As per the Second Schedule of the Drugs and 

Cosmetics Act, it is designated as the official 
book of standards for drugs imported and/or 
manufactured for sale, stock or exhibition for sale 
or distribution in India.

	� It specifies the standards of drugs manufactured 
and marketed in India in terms of their identity, 
purity and strength.

	¾ The merger intends to accord legal status to the 
merged structure of PCIM&H and its laboratory by 
making the necessary amendments and enabling 
provisions in the Drugs and Cosmetics Rules, 1945.
	� Consultations have been done with the Director 

General Health Services, Drugs Controller General 
and the Ayurveda, Siddha and Unani Drugs 
Technical Advisory Board (ASUDTAB).

	¾ Benefits of the Merger:

	� Optimum use of infrastructural facilities, technical 
manpower and financial resources of the three 
organizations for enhancing their standardised 
outcomes.

	� Focused and cohesive development of standards of 
AYUSH drugs and publication of pharmacopoeias 
and formularies.

Ayurveda, Siddha and 
Unani Drugs Technical Advisory Board
	¾ ASUDTAB is a statutory body under the provisions 

of Drugs and Cosmetics Act, 1940.
	¾ It advises the central and state governments in 

regulatory matters of Accelerated Shelf Life Testing 
(ASLT) drugs.

Accelerated Shelf Life Testing
	¾ It is an indirect method of measuring and estimating 

the stability of a product by storing the product 
under controlled conditions that increase the rate of 
degradation occurring in the product under normal 
storage conditions.

	¾ ASLT is useful for a number of purposes like:
	� To predict product stability including colour.
	� To determine product safety under abuse conditions.
	� To troubleshoot in the initial stages of product 

development.
	� To assess the packaging performance of a product.

nnn
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Universal Basic Income

Why in News
To deal with the economic inequality, unemployment 

and poverty created by the Covid-19 pandemic, many 
advocate Universal Basic Income (UBI) programme to 
be a solution.

Key Points
	¾ In order to deal with the Covid-19 pandemic, the 

governments across the world have imposed measures 
like lockdown and social distancing.

	¾ However, these measures have caused collateral 
damage to almost every sector of the economy, so 
much so that the International Monetary Fund held 
the current economic crisis could be the worst ever 
since the Great depression 1929.

	¾ With almost 90% of India’s workforce in the informal 
sector without minimum wages or social security, 
micro-level circumstances in India are worse than 
anywhere else. 
	� Even before pandemic, India was struggling to 

provide job opportunities for millions of job aspirants 
who were entering the job market.

	¾ Regular payments through Universal Basic Income (UBI) 
can ensure the sustenance of the workers engaged in 
the informal sector, at least till the economy normalises. 

	¾ Countries across the world, which include Kenya, 
Brazil, Finland, and Switzerland, have bought into 
this concept.

	¾ Supporters of the UBI programme include Economics 
Nobel Laureates Peter Diamond and Christopher 
Pissarides, and tech leaders Mark Zuckerberg and 
Elon Musk.

Idea of Universal Basic Income
	¾ The Economic Survey of India 2016-17 has advocated 

the concept of Universal Basic Income (UBI) as an 
alternative to the various social welfare schemes in 
an effort to reduce poverty.

	¾ Idea behind the Universal Basic Income is that every 
person should have a right to a basic income to cover 
his needs, just by virtue of being a citizen.

	¾ The purpose of the UBI is to prevent or reduce poverty 
and increase equality among citizens.

	¾ UBI has five components:
	� Universality - It is universal in nature.
	� Periodic - Payments at periodic regular intervals 

(not one-off grants).

Economic Scenario
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	� Payments to individuals.
	� Payments in cash (not food vouchers or service 

coupons).
	� Unconditionality - There are no preconditions 

attached with the cash transferred to the beneficiary.

Benefits of Universal Basic Income 
	¾ UBI will provide secured income to individuals.
	¾ The scheme will reduce poverty and income inequality 

in society.
	¾ It will increase the purchasing power of every poor 

which will further increase aggregate demand.
	¾ Easy to implement because no identification of the 

beneficiary is involved.
	¾ It will reduce the wastage of government money 

because its implementation is very simple.

Issues In implementing UBI
	¾ Lack of the political will because of the costs involved. 

	� The fiscal cost of the UBI pegged at Rs. 7,620, at 
75% universality, was 4.9% of the GDP.
	z The Economic Survey of India’s (2016-17) model 

of UBI suggested providing Rs. 7,620 per annum 
to 75% of India’s population.

	z The income was based on Suresh Tendulkar’s 
poverty line of 2011-12 inflation-indexed to 
2016-17. 

	� A UBI on par with the numbers suggested by the 
Economic Survey could lead to targeted household 
incomes increasing by almost Rs. 40,000 per 
annum, since the average Indian household size 
is approximately five.

	¾ Difficulty in reducing some of the existing subsidies 
to balance the resultant deficit.

	¾ There is no guarantee that the given cash will be 
spent on productive activities, health & education, 
etc. It may be spent on tobacco, alcohol, drugs, and 
other luxury goods etc.

	¾ Free cash to the people will increase the rate of 
inflation in the economy.

	¾ Workers can refuse to work as a labourer or demand 
higher wages which can increase the cost of production 
of agricultural goods.

Way Forward
	¾ The 2017 Economic Survey had flagged the UBI scheme 

as “a conceptually appealing idea” and a possible 

alternative to social welfare programmes targeted 
at reducing poverty.

	¾ UBI envisages an uncompromised social safety net 
that seeks to assure a dignified life for everyone, a 
concept that is expected to gain traction in a global 
economy buffeted by uncertainties on account of 
globalization, technological change, and automation.

	¾ If universal basic income ever had a time, it is now. It 
can be implemented to deal with the unemployment, 
income inequality and poverty posed by Covid-19 
pandemic.

Social Stock Exchange

Why in News
Recently, an expert panel constituted by the Securities 

and Exchange Board of India (SEBI) has recommended 
allowing non-profit organisations to directly list on Social 
Stock Exchanges (SSE).

Major Recommendations
	¾ Issuance of Bonds:

	� Allowing non-profit organisations to directly list 
through issuance of bonds in the form of zero 
coupon or zero principal bonds.
	z Zero-coupon bond is a debt security that does 

not pay interest but instead trades at a deep 
discount, drawing a profit at maturity, when 
the bond is redeemed for its full face value.

	z This would help to access funds from donors, 
philanthropic foundations and Corporate Social 
Responsibility (CSR) spenders as they will be 
encouraged to buy zero coupon bonds.

	¾ Social Venture Funds (SVFs):
	� It recommends a range of funding avenues, such 

as Social Venture Funds (SVFs) under Alternative 
Investment Funds (AIFs).
	z Social Venture Funds (SVFs) are funds investing 

in early-stage social enterprises to expand 
opportunity for people living in poverty.

	z AIF means any fund established in India which 
is a privately pooled investment vehicle which 
collects funds from sophisticated investors, 
whether Indian or foreign, for investing it in 
accordance with a defined investment policy 
for the benefit of its investors. 
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https://www.drishtiias.com/to-the-points/Paper2/non-governmental-organizations-ngos
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	¾ Enhanced  Reporting Standards:
	� Profit social enterprises be allowed to list on the 

platform with enhanced reporting requirements.
	¾ The social stock exchange can be housed within the 

existing national bourses like the Bombay Stock 
Exchange (BSE) and the National Stock Exchange (NSE).

	¾ Significance:
	� This will help the SSE to leverage existing 

infrastructure and client relationships with onboard 
investors, donors, and social enterprises.

	� Certain tax incentives allowed under the 
recommendation would encourage participation in 
the culture of ‘giving’ among various stakeholders.

	� It would encourage banks and other investors 
to participate with non profit organisations and 
thereby making social and economic growth more 
inclusive.

Social Stock Exchange (SSE)
	¾ The idea of the Social Stock Exchange (SSE) as a 

platform for listing social enterprise, voluntary and 
welfare organisations so that they can raise capital 
was mooted in the Union Budget 2019-20.
	� Social enterprise can be defined as a non-loss; 

non-dividend paying company created and 
designed to address a social problem.

	¾ It will work under the market regulator SEBI.
	¾ The aim of the initiative is to help social and voluntary 

organisations which work for social causes to 
raise capital as equity or debt or a unit of mutual 
fund.

	¾ It provides new and cheaper sources of financing 
for social welfare projects, while showcasing India’s 
independence from foreign aid .

	¾ SSE already exists in countries such as Singapore, UK, 
Canada among others. These countries allow firms 
operating in sectors such as health, environment 
and transportation to raise risk capital.

MSP Raised for Kharif Crops

Why in News
Recently, the Cabinet Committee on Economic Affairs 

has marginally increased the Minimum Support Price 
(MSP) of more than a dozen crops for Kharif Marketing 
Season (KMS) 2020-21.

Key Points
	¾ The MSP has been raised in the range of 2%-7.5% 

for the kharif crops based on the recommendation 
of the Commission for Agricultural Costs and Prices 
(CACP).

	¾ The increase in MSP is in line with the Union Budget 
2018-19 announcement of fixing the MSPs at a 
level of at least 1.5 times of the all-India weighted 
average cost of production, aiming at reasonably fair 
remuneration for the farmers.

	¾ Issue: This rise will not make much of a difference 
to farmers, unless there is large scale government 
procurement in most crops at MSP.

	¾ Kharif crops: They are the crops which are grown 
during the monsoon or rainy season  from June to 
October. Examples: Paddy, Cotton, etc.

Minimum Support Price
	¾ The MSP is the rate at which the government buys 

grains from farmers.
	¾ Reason behind the idea of MSP is to counter price 

volatility of agricultural commodities due to the 
factors like variation in their supply, lack of market 
integration and information asymmetry.

	¾ Fixation of MSP: The MSP is f ixed on the 
recommendations of the Commission for Agricultural 
Costs and Prices (CACP).

	¾ Factors taken into consideration for fixing MSP include:
	� Demand and supply,
	� Cost of production (A2 + FL method),
	� Price trends in the market, both domestic and 

international,
	� Inter-crop price parity,
	� Terms of trade between agriculture and non-

agriculture,
	� A minimum of 50% as the margin over cost of 

production, and
	� Likely implications of MSP on consumers of that 

product.
	¾ The Commission also makes visits to states for on-

the-spot assessment of the various constraints that 
farmers face in marketing their produce, or even 
raising the productivity levels of their crops.

	¾ Based on all these inputs, the Commission then 
finalizes its recommendations/reports, which are 
then submitted to the government.
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	¾ The government, in turn, circulates the CACP reports 
to state governments and concerned Central Ministries 
for their comments.

	¾ After receiving the feed-back from them, the Cabinet 
Committee on Economic Affairs (CCEA) of the Union 
government takes a final decision on the level of 
MSPs and other recommendations made by the CACP.

	¾ Procurement: The Food Corporation of India (FCI), 
the nodal central agency of the Government of 
India, along with other State Agencies undertakes 
procurement of crops.

	¾ MSP Calculation: This MSP is usually estimated based 
on three types of calculation methods. 
	� A2:  Under this, MSP is set 50% higher than the 

amount farmers spend on farming including 
spending on seeds, fertilisers, pesticides, and labour.

	� A2+FL: It includes A2 plus an assigned value of 
unpaid family labour.

	� C2: Under C2, the estimated land rent and the 
cost of interest on the money taken for farming 
are added on top of A2+FL.

	¾ The Central government had set up the National 
Commission on Farmers (NCF) in 2004 to address the 
issues of farmers in India including that of calculation 
of MSP.

National Commission 
on Farmers: Swaminathan Committee
	¾ On 18th November, 2004, the Union government 

constituted this committee with MS Swaminathan 
as its chairman.

	¾ The main aim of the committee was to come up 
with a sustainable farming system, make farm 
commodities cost-competitive and more profitable.

	¾ The commission, in 2006, recommended that 
MSPs must be at least 50% more than the cost of 
production and recommended the C2 method for 
MSP calculation.

	¾ However, the government calculates its MSP based 
on the A2+FL method.

Commission for Agricultural Costs and Prices
	¾ The CACP is an attached office of the Ministry of 

Agriculture and Farmers Welfare, formed in 1965. 
It is a statutory body.

	¾ Currently, the Commission comprises a Chairman, 
Member Secretary, one Member (Official) and two 
Members (Non-Official). 

	� The non-official members are representatives 
of the farming community and usually have an 
active association with the farming community.

	¾ It is mandated to recommend Minimum Support 
Prices (MSPs) to incentivize the cultivators to adopt 
modern technology, and raise productivity and 
overall grain production.

	¾ CACP  submits separate reports recommending 
prices for Kharif and Rabi seasons.

Global Economic 
Prospects: World Bank

Why in News
Recently, the World Bank has released a part of the 

Global Economic Prospects (GEP) June 2020 report.
	¾ The report highlighted that the Covid-19 pandemic 

will be having a “severe” short and long term effects 
on economic growth.

Key Findings
	¾ Impact on Global Poverty:

	� The Covid-19 pandemic and economic shutdowns 
have devastated the poor around the world which 
is unprecedented in modern times.

	� It has been estimated that 60 million people 
could be pushed into extreme poverty in 2020. 
These estimates are likely to rise further, with the 
reopening of advanced economies.

	� These economic lockdowns have also damaged 
the multiple channels, including lower investment 
and innovation, erosion of the human capital and 
a retreat from global trade and supply linkages.
	z It has also lowered the potential growth and 

labor productivity.
	¾ Emerging Market and Developing Economies (EMDEs):

	� EMDEs are most vulnerable and may face health 
crises, restrictions and external shocks like falling 
trade, tourism and commodity prices, as well as 
capital outflows.

	� These countries are expected to have a 3-8% 
output loss in the short term. But in the long 
term these countries will experience a drop in the 
level of output with a lowering of potential out-
put growth.
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	� Growth is likely to slow more in commodity-
exporting EMDEs than in commodity-importing ones.

	¾ Spillover Effect over EMDEs:
	� EMDEs are also expected to witness the spillover 

effects of the U.S., the Euro Area and China, which 
represent almost half of global output.

	� As these countries are unlikely to return to pre-
pandemic levels of output before the end of 2021.

	¾ Issue of Loan Repayments:
	� Earlier, G20 countries and commercial creditors had 

agreed to freeze loan repayments for low income 
countries (starting 1st May, 2020) till year-end. But 
these creditors had not yet implemented the same.

	� The delay by commercial creditors to freeze loan 
repayment is deepening poverty in the debtor 
country.
	z Most creditors are in advanced economies like 

the U.S., Europe, Japan, China and the Gulf.
	¾ Energy-Exporting Emerging Market and Developing 

Economies (EMDEs):
	� The Energy-Exporting Emerging Market and 

Developing Economies (EMDEs) are facing a dual 
problem of the public health crisis with strained fiscal 
positions due to the recent collapse in oil revenues.

	� The collapse in oil demand due to the worldwide 
economic lockdowns and a surge in oil inventories 
have made steepest one-month decline in oil 
prices on record.

	� Additionally, the low oil prices are unlikely to buffer 
the effects of the pandemic, though it may provide 
some initial support for the global recovery.

Steps Taken
	¾ Some of the policy choices being implemented 

worldwide include greater debt transparency to invite 
new investment.
	� Greater transparency is expected to assist borrowers, 

creditors and the official sector in the ongoing 
assessment of debt dynamics and debt sustainability.

	¾ The economies have also fastened their digital 
connectivity, and have also implemented an expansion 
of cash safety nets for the poor which intends to limit 
the damage and build a stronger recovery.

Suggestions
	¾ Short Term Steps:

	� Address Health Emergencies:
	z The countries should try to moderate the short-

term impact of the pandemic on economic 
activity and employment.

	z Initially, countries need to address health 
emergencies and secure core public services 
to revive the economy.

	� Allocation of New Capital:
	z The worldwide economies should allow an orderly 

allocation of new capital toward sectors that 
would be productive in the new post-pandemic 
structures that emerge.

	z It has also suggested to fasten the adjustment 
of the capital and labour.

	¾ Long Term Steps:
	� Business and Governance:
	z The economies worldwide need to implement 

policies such as improving the environment for 
business, improving governance, and enhancing 
the outcomes of education.

	z It also includes public health investments, 
encouraging the new types of businesses, jobs 
and governance systems in the post-pandemic 
world.

	� Financing and Productive Infrastructure
	z Countries need to speed litigation and the 

resolution of bankruptcies and reform the costly 
subsidies, monopolies.

	z They also need to relook into the protected 
state-owned enterprises that have slowed 
development.

TULIP: The Urban 
Learning Internship Program

Why in News
Recently, the Ministry of Human Resource Develop-

ment (MHRD), the Ministry of Housing and Urban Affairs 
and All India Council for Technical Education (AICTE) 
have jointly launched an online portal called The Urban 
Learning Internship Program (TULIP).

Key Points
	¾ Aim: To provide internship opportunities to 25,000 

fresh graduates in all Urban Local Bodies (ULBs) and 
Smart Cities across the country.
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	¾ Concept: TULIP has been conceived pursuant to the 
Budget 2020-21 announcement under the theme 
‘Aspirational India’ which laid emphasis on changing 
the approach of education from ‘doing by learning’ 
to ‘learning by doing’.

	¾ Area of Work: The internship opportunities will 
be provided for ‘Smart City’ projects which range 
from positions in urban planning, water supply, 
waste management, slum improvement and digital 
governance among others. 

	¾ Eligibility: Applicants must be Indian citizens who 
have completed their final year of college within 
the last 18 months and have a degree of B. Tech, B. 
Planning, B. Arch, B.A., B.Sc., B. Com, LLB.

	¾ Duration: Internship durations can range from eight 
weeks to one year.

	¾ Benefit: It would help enhance the value-to-market 
of India’s graduates and help create a potential talent 
pool in diverse fields. 
	� TULIP would also benefit ULBs and smart cities. It 

will lead to infusion of fresh ideas and energy with 
engagement of youth in co-creation of solutions 
for solving India’s urban challenges.

	¾ The TULIP’s launch is also an important stepping stone 
for fulfillment of MHRD and AICTE’s goal of one crore 
successful internships by the year 2025.

Smart City Mission
	¾ It is an innovative initiative under the Ministry of 

Housing and Urban Affairs, Government of India 
to drive economic growth and improve the quality 
of life of people by enabling local development and 
harnessing technology as a means to create smart 
outcomes for citizens.

	¾ Objective: To promote cities that provide core 
infrastructure and give a decent quality of life to 
its citizens, a clean and sustainable environment 
and application of Smart Solutions.

	¾ Coverage and Duration: The Mission covers 100 
cities for the duration of five years starting from 
the Financial Year (FY) 2015-16 to 2019-20.

	¾ Financing: It is a Centrally Sponsored Scheme.

Way Forward
	¾ Despite having a large number of skill development 

initiatives, the skill gap remains a big challenge in India. 
Therefore, there is a need to enhance the breadth 
and depth of these initiatives. 

	¾ The disconnect between education and industry broadly 
because of the traditional approach in education is 
another important aspect. Initiatives like TULIP is a 
welcome intervention specifically focusing on these 
aspects.

Sahakar Mitra: Scheme 
on Internship Programme

Why in News
Recently, the Ministry of Agriculture & Farmers’ 

Welfare has launched a Scheme on Internship Programme 
(SIP) i.e. Sahakar Mitra.
	¾ It is an initiative by the National Cooperative Devel-

opment Corporation (NCDC) for young professionals.
	¾ It is expected to be beneficial for both i.e. cooperatives 

as well as for the young professionals.

Key Points
	¾ Objectives:

	� The Sahakar Mitra scheme will help cooperative 
institutions access new and innovative ideas of 
young professionals while the interns will gain 
experience of working in the field to be self-reliant.

	� It will provide the young professionals an 
opportunity of practical exposure and learning 
from the working of NCDC and cooperatives as 
a paid intern.

	� It would also provide an opportunity to professionals 
from academic institutions to develop leadership 
and entrepreneurial roles through cooperatives as 
Farmers Producers Organizations (FPO).

	� In line with the AtmaNirbhar Bharat (Self Reliant 
India), it focuses on the importance of Vocal for Local.

	¾ Eligibility:
	� Professional graduates in disciplines such as 

Agriculture and allied areas, IT, etc. 
	� Professionals who are pursuing or have completed 

their MBA degrees in Agribusiness, Cooperation, 
Finance, International Trade, Forestry, Rural 
Development, Project Management, etc. 

	¾ Financial Support:
	� NCDC has designated funds for the paid internship 

program under which each intern will get financial 
support over a 4 months internship period. 
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National Cooperative Development Corporation
	¾ Formation: The National Cooperative Development 

Corporation (NCDC) was established by an Act of 
Parliament in 1963 as a statutory Corporation under 
the Ministry of Agriculture & Farmers’ Welfare.

	¾ Headquarters: NCDC functions through its Head 
Office at New Delhi and multiple Regional Offices.

	¾ Objectives:
	� The objectives of NCDC are planning and pro-

moting programmes for production, processing, 
marketing, storage, export and import of agri-
cultural produce, foodstuffs, industrial goods, 
livestock and certain other notified commodities 
and services on cooperative principles.

	� The NCDC has the unique distinction of being 
the sole statutory organisation functioning as 
an apex financial and developmental institution 
exclusively devoted to the cooperative sector.

	� It is a major financial institution for cooperatives, 
and has recently started Mission Sahakar 22, 
which aims to double farmers’ income by 2022.

About Cooperatives
	¾ According to the International Labour Organisation 

(ILO), a cooperative is an autonomous association 
of persons united voluntarily to meet their common 
economic, social and cultural needs and aspirations 
through a jointly owned and democratically controlled 
enterprise. E.g. FPOs as cooperatives.

	¾ An FPO, formed by a group of farm producers, is 
a registered body with producers as shareholders 
in the organisation. 
	� It deals with business activities related to the 

farm produce and it works for the benefit of the 
member producers.

Provisions of Indian Constitution related to Cooperatives
	¾ The Constitution (97thAmendment) Act, 2011 added 

a new Part IXB right after Part IXA (Municipals) 
regarding the cooperatives working in India.

	¾ The word “cooperatives” was added after “unions 
and associations” in Art. 19(1)(c) under Part III of 
the Constitution. This enables all the citizens to form 
cooperatives by giving it the status of fundamental 
right of citizens.

	¾ A new Article 43B was added in the Directive 
Principles of State Policy (Part IV) regarding the 
“promotion of cooperative societies”.

Import Cut to 
Become Self-Reliant

Why in News
Recently, the Union Government has identified 10 

promising sectors to cut “unnecessary” import.

Key Points
	¾ Identified Sectors: The sectors include capital goods 

and machinery, mobile and electronics, gems and 
jewellery, pharmaceuticals, textiles and garments.
	� Earlier, the government had asked the Indian 

industry to set new targets towards building self-
reliance in furniture, footwear and air conditioners.

	¾ Government’s Plan:
	� The government is looking for increasing domestic 

manufacturing and exploring the export potential 
in these areas.

	� For this, the government is bringing more investment 
and making India a major manufacturing destination 
for these sectors.

	� The government is also focussing on raising quality 
controls to make India globally competitive.

	� If necessary, the government can also raise the 
import duties on these sectors without violating 
the World Trade Organisation (WTO) bound rates.

	¾ PM’s Focus on AtmaNirbhar Bharat: Earlier, the Prime 
Minister had stressed on the need for self-reliance 
and a stronger focus on manufacturing locally by 
enterprises to strengthen the economy against the 
impact of coronavirus and get the country back on 
the growth track.
	� He had emphasised on the need to build robust 

local supply chains and focus on Make In India.
	� He called for creating strong enterprises in India that 

can become global forces and help in generating 
employment.

	� He highlighted that India did not use to manufacture 
PPE kits earlier but the pandemic has shown that 
India can fulfill its own needs.

	¾ Schemes:
	� The government has brought various schemes 

towards making India a major player in sectors like 
medical devices, Active Pharmaceutical Ingredients 
(APIs). For example: Production Linked Incentive 
(PLI) Scheme.
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	� However, in some cases, the schemes are repackaged 
versions of older attempts of the previous government 
to promote domestic production in these areas.

	� For instance, recently, the government invited 
applications from companies to invest in India under 
the second phase of the electronics manufacturing 
scheme.

	� An earlier version of a similar electronics 
manufacturing scheme, called the Modified 
Special Incentive Package Scheme was notified by 
the previous government in July 2012.

Issues
	¾ Concerns related to India’s dependence on imports 

e.g. over 30% Imports in the air conditioners sector.
	� As per the Ministry of Commerce, India imported 

$467.2 billion worth of commodities between 
April, 2019 and March, 2020.

	¾ With AtmaNirbhar Bharat, there is a danger of India 
going back to an import substitution framework.
	� Taking this path would also be quite daunting, as 

the financial and technological resources required 
would be very high.

Agricultural Sector Reforms

Why in News
Recently, the Cabinet has approved a proposal to 

promulgate three separate ordinances to push agriculture 
marketing and commodities trade reforms in the country.
	¾ These reforms are part of the third tranche of the 

economic package announced under Atmanirbhar 
Bharat Abhiyan to counter Covid-19 pandemic.

	¾ These ordinances are expected to give effect to the 
amendments proposed to the Essential Commodities 
Act and bring in two new Central laws on inter-
state trading and engagement of the farmers with 
processors, exports, etc.

Amendments to 
Essential Commodities Act (1955)
	¾ Background:

	� India has become surplus in most agri-commodities 
but farmers have been unable to get better 
prices due to lack of investment in cold storage, 
processing and export.

	� The imposition of the curbs on stocking of 
farm produce and regulation of the prices of 
commodities, etc. under Essential Commodities 
Act (ECA) are some of factors responsible for less 
entrepreneurial spirit and thus less investment 
in the farm sector.

	¾ Benefits of Amendments:
	� The amendment would deregulate the commodities 

such as cereals, edible oils, oilseeds, pulses, 
onions and potatoes. It will help to lessen the 
fears of private investors of excessive regulatory 
interference in their business operations.
	z Any limits under ECA over these commodities will 

be imposed only in exceptional circumstances 
such as war, famine, extraordinary price rise 
and natural calamity.

	� The freedom to produce, hold, move, distribute 
and supply will lead to harnessing economies 
of scale and attract private sector/foreign direct 
investment into the agriculture sector.
	z It will help drive up investment in cold storages 

and modernization of the food supply chain.
	¾ Significance:
	¾ The announced amendment is expected to help both 

farmers and consumers while bringing in price stability.
	¾ It will also create a competitive market environment 

and also prevent wastage of agri-produce that happens 
due to lack of storage facilities.

	¾ It is considered as a step towards transformation of 
agriculture and raising farmers’ income.

Farming Produce Trade and Commerce 
(Promotion and Facilitation) Ordinance, 2020
	¾ Background:

	� Currently, there are restrictions for farmers in 
selling agri-produce outside the notified Agricultural 
Produce Market Committee (APMC).

	� The farmers are also restricted to sell the 
produce only to registered licensees of the State 
Governments.

	� Further, barriers exist in free flow of agriculture 
produce between various States owing to the 
prevalence of various APMC legislations enacted 
by the State Governments.

	¾ Benefits of Ordinance:
	� It will create an ecosystem where the farmers and 
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traders would enjoy freedom of choice of sale 
and purchase of agri-produce.

	� It will also promote barrier-free inter-state and 
intra-state trade and commerce outside the 
physical premises of markets notified under State 
agricultural produce marketing legislations.

	� The ordinance also proposes an electronic trading 
in transaction platform for ensuring a seamless 
trade electronically.

	� It also proposes to set up a separate dispute 
resolution mechanism for the farmers.

	¾ Significance:
	� It will open more choices for the farmer, reduce 

marketing costs for the farmers and help them in 
getting better prices.

	� It will supplement the existing Minimum Support 
Price (MSP) procurement system and both will 
help to provide stable income to farmers.

	� It will also help farmers of regions with surplus 
produce to get better prices and consumers of 
regions with shortages, lower prices.

	� It is expected to pave the way for creating One 
India, One Agriculture Market in the country.

Farmers (Empowerment and 
Protection) Agreement on Price 
Assurance and Farm Services Ordinance, 2020
	¾ Background:

	� Indian Agriculture is characterized by fragmentation 
due to small holding sizes and has certain weak-
nesses such as weather dependence, production 
uncertainties and market unpredictability.

	� It makes agriculture risky and inefficient in respect 
of both input & output management.

	¾ Benefits of Ordinance:
	� It empowers farmers for engaging with processors, 

wholesalers, aggregators,wholesalers, large retailers, 
exporters etc.and thus eliminating intermediaries 
resulting in full realization of price.
	z Farmers have been provided adequate protection. 

Sale, lease or mortgage of farmers’ land is totally 
prohibited and farmers’ land is also protected 
against any recovery.

	z It also provides an effective dispute resolution 
mechanism for with clear timelines for redressal

	� It contains mechanisms which would transfer the 
risk of market unpredictability from the farmer 
to the sponsor.

	¾ Significance:
	� It also enables the farmer to access modern 

technology and better inputs. It will reduce the 
cost of marketing and improve income of farmers

	� It will help to attract private sector investment for 
building supply chains for supply of Indian farm 
produce to global markets.

Pan-India Real 
Time Market for Electricity

Why in News
Recently, the government has launched a pan-India 

real-time market of electricity to enable the buyers and 
sellers pan-India to meet their energy requirement closer 
to real time of operation.
	¾ It is expected that shorter bidding time, faster 

scheduling, and defined processes will enable the 
participants to access resources throughout the all 
India grid, promoting competition.

Key Points
	¾ Description:

	� The real time market of electricity is an organized 
market platform which will bring required flexibility 
to provide real time balance while ensuring optimal 
utilization of the available surplus capacity in the 
system.

	� The real-time market would open for 30 minutes 
in a day, and buyers and sellers would have the 
option of placing buy or sell bids for each 15-minute 
time block.

	� It will also help manage diversity in the demand 
pattern in the country with a market at national level.

	¾ Benefits:
	� Penetration of Renewable Energy:
	z The Government of India’s target of 175 GW 

RE Capacity by 2022 is driving accelerated 
renewable penetration pan-India.

	z The real time market would help to mitigate 
challenges of grid management and help to 
integrate higher amounts of renewable energy 
resources into the grid.
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	� Discoms:
	z It would provide an alternate mechanism for 

Discoms to access larger markets at competitive 
prices.

	z These are also expected to manage their power 
purchase portfolio more optimally with this 
market and likely to result in cost optimisation 
of power purchase.

	� Consumers:
	z It would lead to cost optimization of power 

purchase and serving the consumers with 
reliable supply as any last minute requirement 
of power can easily be bought from the Real 
Time market.

	z Earlier regime of managing the grid by load 
shedding due last minute changes will be avoided.

Gross Value Added

Why in News
According to the provisional data released by the 

National Statistical Office (NSO), the Gross Value Added 
(GVA) estimates for the first three quarters of financial 
year 2019-20, revealed significant revisions from what 
the NSO had shared back in February 2020.

Key Points
	¾ In February, the NSO had pegged year-on-year GVA 

growth rates in the first three quarters at 5.4%, 4.8% 
and 4.5%, respectively. 

	¾ However, the latest estimates saw significant downward 
revisions in the GVA data pertaining to the first three 
quarters to 4.8%, 4.3% and 3.5% respectively. 

	¾ The revisions combined with dull performance in the 
fourth quarter ultimately lowered the overall annual 
GVA growth estimate for 2019-20 by as much as 1% 
point to 3.9%, from the 4.9% forecast in February.

	¾ The significant revisions in GVA data point to a deeper 
weakness in the service sectors. 
	� The growth estimates for the largest services 

sector, Financial, Real Estate and Professional 
Services, have been reduced sharply. 
	z Q1, Q2 and Q3 growth has been cut from 6.9%, 

7.1% and 7.3%, respectively to 6%, 6% and 
3.3%, respectively.

	z Financial, Real Estate and Professional Services 
contributes almost one-fourth of the overall 
GVA.

	� Trade, Hotels, Transport, Communications and 
services related to Broadcasting also saw a significant 
reduction in estimates.
	z Q1, Q2 and Q3 growth has been cut from 5.7%, 

5.8% and 5.9%, respectively to 3.5%, 4.1% and 
4.3%, respectively.

	z These services contribute almost 20% to GVA 
and are the second largest component of GVA.

	¾ However, the revisions show two other key sectors, 
Agriculture and Public Administration in a positive 
light.
	� The Public Administration sector’s Q1, Q2 and Q3 

growth have been revised from 8.7%, 10.1% and 
9.7%, respectively, to 7.7%, 10.9% and 10.9%.

Gross Value Added 
	¾ In 2015, India opted to make major changes to 

its compilation of national accounts and decided 
to bring the whole process into conformity with 
the United Nations System of National Accounts 
(SNA) of 2008. 
	� The SNA is the internationally agreed standard 

set of recommendations on how to compile 
measures of economic activity. 

	� It describes a coherent, consistent and integrated 
set of macroeconomic accounts in the context 
of a set of internationally agreed concepts, 
definitions, classifications and accounting rules.

	¾ As per the SNA, GVA is defined as the value of output 
minus the value of intermediate consumption and 
is a measure of the contribution to growth made 
by an individual producer, industry or sector. 
	� It provides the rupee value for the number of 

goods and services produced in an economy after 
deducting the cost of inputs and raw materials 
that have gone into the production of those 
goods and services.

	¾ It can be described as the main entry on the income 
side of the nation’s accounting balance sheet, and 
from an economics perspective represents the 
supply side. 

	¾ At the macro level, from a national accounting 
perspective, GVA is the sum of a country’s GDP and 
net of subsidies and taxes in the economy.

https://www.drishtiias.com/daily-updates/daily-news-analysis/retail-inflation-dropped


24  CURRENT AFFAIRS JUNE 2020

Note:

www.dr ish t i IAS.com

	� Gross Value Added = GDP + subsidies on products 
- taxes on products

	¾ Earlier, India had been measuring GVA at ‘factor 
cost’ till the new methodology was adopted in 
which GVA at ‘basic prices’ became the primary 
measure of economic output.
	� GVA at basic prices will include production taxes 

and exclude production subsidies.
	� GVA at factor cost included no taxes and excluded 

no subsidies.
	¾ The base year has also been shifted to 2011-12 

from the earlier 2004-05.
	¾ The NSO provides both quarterly and annual 

estimates of output of GVA. It provides sectoral 
classification data on eight broad categories that 
includes both goods produced and services provided 
in the economy. These are: 
	� Agriculture, Forestry and Fishing.
	� Mining and Quarrying.
	� Manufacturing.
	� Electricity, Gas, Water Supply and other Utility 

Services.
	� Construction.
	� Trade, Hotels, Transport, Communication and 

Services related to Broadcasting.
	� Financial, Real Estate and Professional Services.
	� Public Administration, Defence and other Services.

Importance of GVA
	¾ While GVA gives a picture of the state of economic 

activity from the producers’ side or supply side, the 
GDP gives the picture from the consumers’ side or 
demand perspective.
	� Both measures need not match because of the 

difference in treatment of net taxes.
	� GDP is the sum of private consumption, gross 

investment in the economy, government 
investment, government spending and net 
foreign trade (the difference between exports 
and imports).

	� GDP = Private consumption + Gross investment + 
Government investment + Government spending 
+ (Exports-Imports)

	¾ GVA is considered a better gauge of the economy. 
GDP fails to gauge the real economic scenario 
because a sharp increase in the output can be due

	 to higher tax collections which could be on account 
of better compliance or coverage, rather than the 
real output situation.

	¾ A sector-wise breakdown provided by the GVA 
measure helps policymakers decide which sectors 
need incentives or stimulus and accordingly formulate 
sector-specific policies.
	� But GDP is a key measure when it comes to 

making cross-country analysis and comparing 
the incomes of different economies.

	¾ From a global data standards and uniformity per-
spective, GVA is an integral and necessary parameter 
in measuring a nation’s economic performance.
	� Any country which seeks to attract capital and 

investment from overseas does need to conform 
to the global best practices in national income 
accounting.

Issues with GVA
	¾ The accuracy of GVA is heavily dependent on the 

sourcing of data and the accuracy of the various 
data sources.

	¾ GVA is as susceptible to vulnerabilities from the 
use of inappropriate or flawed methodologies as 
any other measure.

Border Adjustment Tax

Why in News
Recently, a NITI Aayog member has favoured imposing 

a Border Adjustment
Tax (BAT) on imports to provide a level-playing field 

to domestic industries.
	¾ This suggestion comes in the backdrop of the USA-

China trade tensions (trade war) which are expected 
to rise even further post-Covid-19.

Key Points
	¾ BAT is a duty that is proposed to be imposed on 

imported goods in addition to the customs levy that 
gets charged at the port of entry.

	¾ BAT is a fiscal measure that imposes a charge on 
goods or services in accordance with the destination 
principle of taxation.
	� Under this principle, a government taxes products 

based on the location of their sale to the final 
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consumer rather than on the location of their 
production or origin.

	¾ Thus, to adjust a tax “at the border,” a country:
1.	taxes imported products and domestically produced 

products sold on its market on the same basis and 
at the same rate; and

2.	exempts from this tax products exported for sale 
to foreign consumers.

	¾ Generally, BAT seeks to promote “equal conditions 
of competition” for foreign and domestic companies 
supplying products or services within a taxing jurisdiction.

	¾ The World Trade Organisation (WTO) rules allow 
for the adjustment of certain types of internal taxes 
at the border under certain conditions. The main 
conditions are:
	� The tax must be applied equally to imports and 

“like” domestic products.
	� The tax must be “borne” by a product and not 

be “direct”.
	� A permitted border tax adjustment must not 

subsidize exports.
	¾ Impact of BAT on trading partners:

	� At the macro level, with imports reduced and 
exports increased, a country can cut its trade deficit.

	� If a country is a major export market for many 
developing countries, the tax plan will have serious 
adverse effects on them after implementation.

	� BAT may render some firms less profitable and 
if the prices are forced upwards they may lose 
competitiveness with substitute products or 
locally-made similar products.

	¾ Various taxes such as electricity duty, mandi tax, clean 
energy cess and royalty are imposed on domestic 
goods leading to the escalation of price. This gives 
imported goods a price advantage in India.

	¾ It was highlighted that advocating self-reliance under 
AtmaNirbhar Bharat vision, should not imply that 
India would embrace isolationist policies. India has to 
go global but with a supply chain which is more local.

Rights Issue

Why in News
Recent reports suggest that several companies, 

including Mahindra finance, Tata Power, Shriram Transport 

Finance among others are planning to raise funds through 
“rights issue” amidst the Covid-19 pandemic.

Key Points
	¾ Reason:

	� Recently, Reliance Industries Limited (RIL) has 
concluded its rights issue and raised a total of Rs. 
53,124 crore and witnessed an oversubscription 
of 1.59 times.
	z RIL’s Rights Issue is India’s largest rights issue.

	� The successful rights issue of RIL and the big 
demand (oversubscription) shows that there is 
a huge demand in the market for the shares of 
companies with strong credentials at a good price.

	¾ Definition:
	� A rights issue is a mechanism by which companies can 

raise additional capital from existing shareholders.
	� It is different from public issue (Initial Public Offer) 

and private placement.
	¾ Advantages:

	� A company would offer a rights issue in order to 
raise capital which can be used to clear its debt 
obligations, acquire assets, or facilitate expansion 
without having to take out a loan from a bank.

	� It is a more efficient mechanism of raising capital. 
Under it, there is no requirement of shareholders’ 
meeting and an approval from the board of directors 
is sufficient and adequate.

	� Therefore, the turnaround time for raising this 
capital is short and is much suited for the current 
situation (Covid-19 pandemic).

	¾ Disadvantages:
	� Raising funds through the right issue might create 

pressure on the company.
	� Value of each share may get diluted.
	� If the share price decreases post rights issue then 

investors may lose the holding value.
	z Holding value is an indicator of an asset that 

someone has in his/her portfolio. It is a value 
which sums the impacts of all the dividends that 
would be given to the holder in the future, to 
help them estimate a price to sell or buy assets.

	� Stock exchanges put a restriction on the amount 
on which a company can raise via the right issue.

	¾ Reforms Under Rights Issue:
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	� The Securities and Exchange Board of India (SEBI) 
has provided some permanent reforms in the 
rights issue, it has also provided some temporary 
relaxations in the wake of Covid-19 pandemic.

	� Permanent Reforms: In November 2019, SEBI 
streamlined the rights issue process and the 
timelines for completion was significantly reduced 
from T+55 days to T+31 days — a 40% cut in the 
time.
	z The ‘T’ stands for transaction date, which is the 

day the transaction takes place.
	z It has also reduced the notice period of rights 

issue to at least 3 working days from 7 days 
earlier.

	� Temporary relaxations: SEBI relaxed certain 
guidelines for right issues that open on or before 
31st March, 2021.
	z It reduced the eligibility requirement of average 

market capitalisation of public shareholding 
from Rs. 250 crore to Rs. 100 crore for a fast 
track rights issuance.
n	Market capitalisation is the value of a 

company that is traded on the stock market. 
It is calculated by multiplying the total 
number of shares by the present share 
price.

	z It reduced the minimum subscription requirement 
from 90% to 75% of the issue size.

	z Listed entities raising funds upto Rs. 25 crores 
(erstwhile limit was Rs. 10 crores) through a 
rights issue are now not required to file draft 
offer documents with SEBI.
n	Listed Entity means an entity which is listed 

on a recognised stock exchange(s).

USTR’s Probe into 
Digital Services Taxes

Why in News
Recently, the office of the United States Trade 

Representative (USTR) has initiated investigations into 
taxes adopted or under consideration by 10 nations, 
including India, on revenues of American digital service 
companies like Netflix, Airbnb etc.
	¾ Such taxes are known as Digital Service Taxes.

Key Points
	¾ The Office of the United States Trade Representative 

(USTR):
	� It is responsible for developing and coordinating 

US international trade.
	� Section 301 gives the USTR broad authority to 

investigate and respond to a foreign country’s 
action which may be unfair or discriminatory as 
well as negatively affect US commerce.
	z Adopted through the 1974 Trade act, the Section 

allows the US President to impose tariffs or 
other curbs on foreign nations.

	� However, the law mandates consultations with 
trading partners.

	¾ Digital Services Taxes (DSTs):
	� These are the adopted taxes on revenues that 

certain companies generate from providing certain 
digital services. E.g. digital multinationals like 
Google, Amazon and Apple etc.

	� The Organisation for Economic Cooperation 
and Development (OECD) is currently hosting 
negotiations with over 130 countries that aim to 
adapt the international tax system. One goal is to 
address the tax challenges of the digitalization of 
the economy.
	z Some experts argue that a tax policy designed 

to target a single sector or activity is likely to 
be unfair and have complex consequences. The 
digital economy cannot be easily separated out 
from the rest of the global economy.

	¾ India’s Tax on Digital Companies:
	� The US is probing the 2% Digital Services Tax (DST) 

that India adopted in March and which went into 
effect on April 1, 2020.

	� The tax applies only to non-resident companies 
with annual revenues over $267,000, and covers 
online sales of goods & services to persons in 
India.

	� Further, equalisation levy at 6% has been in force 
since 2016 on payment exceeding Rs. 1 lakh a 
year to a non-resident service provider for online 
advertisements.
	z This is applicable for e-commerce companies 

that are sourcing revenue from Indian customers 
without having tangible presence in the particular 
country.
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	¾ The US Stand:
	� The US is concerned that many of its trading 

partners are adopting tax schemes designed to 
unfairly target US companies.
	z Several countries in the world are adopting 

unilateral measures in the absence of a mul-
tilateral consensus spearheaded by OECD. US 
tech companies which have been phenome-
nally successful globally are facing the brunt 
of these unilateral measures and therefore 
this investigation.

	� It argued that India’s equalisation levy is 
complex and ambiguous which includes the 
possibility of double taxation of income in 
absence of access to foreign tax credit as per tax 
treaties.

	¾ India’s Chance to Respond:
	� India will be given an opportunity to negotiate 

with the US and prevent the imposition of tariffs 
by reaching a comprehensive outcome, on the line 
of similar negotiations that are currently underway 
with France.

	� India is expected to argue that the levy is in 
compliance with India’s commitments under the 
1995 General Agreement on Trade in Services 
(Treaty under the World Trade Organization) and 
is applicable on all global companies, not just 
American ones.

	� In case when the goods and services are supplied 
to the resident, typically the non-residents have 
been able to pass on the burden to the Indian 
consumers and therefore indirectly the tax has 
been borne by the Indian consumers.

	¾ Concerns:
	� In the backdrop of an improper functioning 

of the World Trade Organization (WTO), the 
move could signal the start of more unilateral 
action by the US especially on the digital services 
front.

	� In India’s case, the probe could potentially affect 
the outcome of a bilateral trade deal that India 
has been looking to forge with the US.

	� Further, India continues to be on the ‘Priority Watch 
List’ of the United States Trade Representative 
(USTR) for lack of adequate Intellectual Property 
(IP) rights protection and enforcement.

SWADES: Skill Mapping Exercise 
for Returning Citizens

Why in News
Recently, the Government has launched an initiative 

‘SWADES - Skilled Workers Arrival Database for 
Employment Support’.

Key Points
	¾ The initiative, undertaken as part of the Vande Bharat 

Mission, aims at empowering the returning citizens 
with relevant employment opportunities.
	� Vande Bharat Mission is an evacuation exercise to 

bring back Indian citizens stranded abroad amidst 
the coronavirus-induced travel restrictions.

	¾ It is a joint initiative of the Ministry of Skill Development 
& Entrepreneurship, the Ministry of Civil Aviation and 
the Ministry of External Affairs.
	� The National Skill Development Corporation (NSDC) 

is supporting the implementation of the project.
	¾ It aims to create a database of qualified citizens based 

on their skill sets and experience to tap into and fulfil 
demand of Indian and foreign companies.
	� The collected information will be shared with the 

companies for suitable placement opportunities 
in the country.

	¾ The returning citizens are required to fill up an online 
SWADES Skills Card.
	� It will facilitate a strategic framework to provide 

the returning citizens with suitable employment

National Skill Development Corporation
	¾ NSDC is a not-for-profit public limited company 

incorporated under section 25 of the Companies Act, 
1956 (corresponding to section 8 of the Companies 
Act, 2013).

	¾ It was set up by the Ministry of Finance as a Public 
Private Partnership (PPP) model.

	¾ The Government of India through the Ministry of 
Skill Development & Entrepreneurship (MSDE) holds 
49% of the share capital of NSDC, while the private 
sector has the balance 51% of the share capital.

	¾ It aims to promote skill development by catalyzing 
creation of large, quality and for-profit vocational 
institutions.
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	 opportunities through discussions with key 
stakeholders including State Governments, Industry 
Associations and Employers.

Central Employment 
Guarantee Council

Why in News
Recently, the 21st meeting of the Central Employment 

Guarantee Council was held through video-conferencing.

Key Points
	¾ The government highlighted the work done under 

Mahatma Gandhi National Rural Employment 
Guarantee Act (MGNREGA), 2005, by providing 
employment to rural people.
	� The government has allocated Rs. 61,500 crore for 

MGNREGA for the Financial Year 2020-21, which 
is an all-time high.

	� Additional provision of Rs. 40,000 crore has been 
made for this programme under Atmanirbhar 
Bharat Abhiyan to provide employment to the 
needy workers during the difficult period due to 
Covid-19.

	¾ The government has also stressed on the irrigation and 
water conservation activities under the MGNREGA.

	¾ Central Employment Guarantee Council:
	� The Central Council has been constituted under 

Section 10 of the MGNREGA.
	� It is chaired by the Minister of Rural development.
	� It is responsible for advising the Central Government 

on MGNREGA related matters, and for monitoring 
and evaluating the implementation of the Act.

	� It prepares Annual Reports on the implementation 
of MGNREGA for submission to Parliament.

Indian Digital Payment 
System Outside India

Why in News
The Reserve Bank of India (RBI) is exploring the 

possibility of expanding its payment system abroad, 
following the requests from several countries.

Key Points
	¾ Requests for Payment System: 

	� The RBI has received requests from abroad for 
implementing its payment systems like Cheque 
Truncation System (CTS), National Electronic Fund 
Transfer (NEFT), Unified Payments Interface (UPI) 
and messaging solutions. 

	¾ Reason:
	� The availability of low cost innovative digital 

payment products in India has led to many countries 
expressing their interest in Indian payment system.

	¾ Availability of Payment System Outside India:
	� Currently, there are no RBI authorised payment 

system operators providing payment services 
outside India. 

	� However, there is cross-country cooperation with 
Bhutan with respect to CTS, National Automated 
Clearing House (NACH) and NEFT. NEFT is also 
available for one-way transfers from India to Nepal.

	¾ Scope of Payment System Outside India:
	� According to RBI there is scope for enhancing 

global outreach of its payment systems, including 
remittances, through active participation and co-
operation in international and regional fora by 
collaborating and contributing to standard setting.

	� Efforts have been made to increase and widen the 
scope, coverage and usage of RuPay card scheme and 
UPI to enhance their brand value internationally.

	¾ Issues Involved:
	� Overdependence on the foreign funds (through 

digital payments) may lead to possible liquidity 
risk issues in India.

	� Different time zones may pose a risk in digital 
payments.

	¾ Digital Payments and India:
	� India’s growing use of retail digital payments, 

indicates a shift in the relationship with cash. 
	� According to the RBI, the digital payments in the 

country have witnessed a growth of 61% and 19% 
in terms of volume and value, respectively.

	� The value of digital payments to Gross Domestic 
Product (GDP) has also increased from 660% in 
2014-15 to 862% in 2018-19. 

	� The Point of sale (PoS) terminals grew at a high 
pace of 35%, contrastingly the deployment of 
ATMs has grown at a low pace (4%).
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Unified Payments Interface
	¾ It is an advanced version of Immediate Payment 

Service (IMPS), round-the-clock funds transfer 
service to make cashless payments faster, easier 
and smoother.

	¾ UPI is a system that powers multiple bank accounts 
into a single mobile application (of any participating 
bank), merging several banking features, seamless 
fund routing and merchant payments into one 
hood.

	¾ National Payments Corporation of India (NPCI) 
launched UPI with 21 member banks in 2016.

National Electronic Funds Transfer 
	¾ It is a nation-wide payment system facilitating one-

to-one funds transfer. Under this scheme, individuals, 
firms and corporates can electronically transfer 
funds from any bank branch to any individual, firm 
or corporate having an account with any other bank 
branch in the country participating in the scheme.

	¾ There is no limit, either minimum or maximum, 
on the amount of funds that could be transferred 
using NEFT.

	¾ However, the maximum amount per transaction is 
limited to Rs 50,000/- for cash-based remittances 
within India and also for remittances to Nepal under 
the Indo-Nepal Remittance Facility Scheme.

RuPay Card Scheme
	¾ RuPay is the first-of-its-kind domestic Debit and 

Credit Card payment network of India. 
	¾ The name, derived from the words ‘Rupee and 

Payment’, emphasises that it is India’s very own 
initiative for Debit and Credit Card payments. 

	¾ The card can also be used for transactions in 
Singapore, Bhutan, UAE, Bahrain and Saudi Arabia.

Cheque Truncation System
	¾ It is an online image-based cheque clearing system 

undertaken by the RBI for faster clearing of cheques. 
It eliminates the associated cost of movement of 
physical cheques.

National Automated Clearing House 
	¾ It is a service offered by NPCI to banks which aims 

at facilitating interbank high volume, low value 
debit/credit transactions, which are repetitive and 
electronic in nature.

Shapes of Economic Recovery

Why in News
As India is going to come out of the Covid-19 

lockdown, experts are debating over the shape of recovery 
of Indian economy.

Key Points
	¾ The economists are unanimous that in the current 

financial year 2020-21, India’s economy will contract.
	� According to the World Bank’s South Asia Economic 

Focus report, India’s growth is likely to remain 
at 1.5-2.8% in 2020-21 which is the slowest since 
1991 economic reforms.

	¾ Many economists are also of the opinion that after 
hitting the bottom this year, the Indian economy will 
start its recovery in the next financial year (2021-22).

	¾ However, according to an analysis by Pronab Sen, 
former Chief Statistician of India, India’s economy 
will contract not just in the financial year 2020-21 
but also in 2021-22.
	� This means that India could experience a full-

blown depression – the first in India’s history as 
an independent nation.

	� The Table shows India’s absolute Gross Domestic 
Product (GDP) is likely to struggle to even come 
back to the 2019-20 level by 2023-24.

	� India is likely to end up with an “elongated 
U-shape” recovery due to the weakness of the 
economy going into the Covid crisis as well as the 
inadequate fiscal stimulus measure taken by the 
government.

	� The Table also provides a snapshot of the likely 
trend level of GDP had India grown at 6% and 8% 
respectively over the same period.

	¾ Other economists are of the view that it is difficult 
to predict the shape of economic recovery in India 
at this juncture as there are too many unknowns.
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	� If there is no second wave of Covid-19, India can 
expect swift normalization from negative growth 
levels to the pre-covid levels of 5% and a gradual 
recovery to 7% by the second half of the next 
fiscal (2021-22).

Types of Shape of Economic Recovery
	¾ Economic recovery can take many forms, which is 

depicted using alphabetic notations. For example, 
a Z-shaped recovery, V-shaped recovery, U-shaped 
recovery, elongated U-shaped recovery, W-shaped 
recovery and L-shaped recovery.

	¾ The alphabets generally denote the graph of growth 
rate, which resembles the shape of the letter.

	¾ The fundamental difference between the different 
kinds of recovery is the time taken for economic 
activity to normalize.
	� The time taken is often a factor of multiple 

things such as the depth of the economic crisis. 
e.g deeper the recession, longer is the time to 
get back to normal.

	¾ The other aspect of economic recovery includes 
the effect of pandemic on jobs and household 
incomes, and the kind of policy response taken 
by the government that determines how quickly 
economic growth will recover.

	¾ Z-shaped recovery: It 
is the most-optimistic 
scenario in which the 
economy quickly rises 
after an economic crash.
	� It makes up more than 

for lost ground before 
settling back to the 
normal trend-line, thus forming a Z-shaped chart.

	� In this economic disruption lasts for a small 
period wherein more than people’s incomes, it 
is their ability to spend is restricted.

	¾ V-shaped recovery: It is the next-best scenario 
after Z-shaped recovery 
in which the economy 
quickly recoups lost 
ground and gets back 
to the normal growth 
trend-line.
	� In this, incomes and jobs 

are not permanently

	� lost, and the economic growth recovers sharply 
and returns to the path it was following before 
the disruption.

	¾ U-shaped recovery: It is a scenario in which the 
economy, after falling, 
struggles around a low 
growth rate for some 
t ime,  before  r i s ing 
gradually to usual levels.
	� In this case several 

jobs are lost and 
people fall upon their 
savings.

	� If this process is more-long drawn than it throws 
up the “elongated U” shape.

	¾ W-shaped recovery: A 
W-shaped recovery is a 
dangerous creature. In 
this, growth falls and rises, 
but falls again before 
recovering, thus forming 
a W-like chart.
	� The double-dip depicted by a W-shaped recovery 

can be due to the second wave of the pandemic.
	¾ L-shaped recovery: In this, 

the economy fails to regain 
the level of GDP even after 
years go by.
	� The shape shows that 

there is a permanent 
loss to the economy’s 
ability to produce.

Fall in Direct Tax Collection

Why in News
According to the Central Board of Direct Taxes 

(CBDT), the gross direct tax collections for the financial 
year (FY) 2019-20 fell by almost 5% compared to FY 
2018-19.
	¾ The total direct tax collections for 2019-20 was at 

Rs. 12.33 lakh crore against Rs. 12.97 lakh crore of 
2018-19.

	¾ Direct tax is a type of tax where the incidence and 
impact of taxation fall on the same entity. In the 
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case of direct tax, the burden can’t be shifted by the 
taxpayer to someone else.
	� These are largely taxes on income or wealth. e.g 

Income tax, corporation tax, property tax etc.

Key Points
	¾ The fall in the collection of direct taxes is due to a 

combination of factors, which include the historic 
tax reforms undertaken in 2019 and much higher 
refunds issued during the FY 2019-20.
	� Tax Reforms:
	z Reduction in corporate tax rate to 22% from FY 

2019-20 for all existing domestic companies.
	z Incentive for new manufacturing domestic 

companies by reducing the tax rate to 15%.
n	Such companies have also been exempted 

from payment of Minimum Alternate Tax 
(MAT).

n	This was done in order to promote growth 
and investment.

	z Reduction in MAT rate from 18.5% to 15% to 
provide relief to the companies which continue 
to avail exemption and pay tax under MAT.

	z Exemption from income-tax to individuals 
earning income up to Rs. 5 lakh and increase 
in standard deduction from Rs. 40,000 to Rs. 
50,000.

	z The revenue impact of these reforms have been 
estimated at Rs. 1.45 lakh crore for Corporate 
Tax and at Rs. 23,200 crore for the Personal 
Income Tax (PIT).

	� High Refunds: In FY 2019-20, the total refunds 
given was Rs. 1.84 lakh crore as compared to 
Rs. 1.61 lakh crore in FY 2018-19 which is a 14% 
increase year-on-year.

	¾ Tax Buoyancy: Excluding the effect of tax reform 
measures and higher issuance of refunds during the 
FY20, the tax buoyancy for gross direct collection, 
corporate tax and personal income tax was positive.
	� The tax buoyancy for gross direct tax collection 

was 1.12, for corporate tax it was around 1 and 
for personal income tax it was 1.32.

	� The higher growth rate in direct taxes as compared 
to GDP even in these challenging times proves that 
recent efforts for the widening of the tax base 
undertaken by the government are yielding results.

	� Tax buoyancy is used to assess the efficiency of 
the tax system.

	¾ Investment: The setting up of new manufacturing 
facilities requires various preliminary steps like 
acquisition of land, construction of factory sheds, 
setting up of offices and other infrastructures, etc.
	� The tax reforms were brought in September 2019 

and these activities cannot be completed in just 
a few months. Further, the outbreak of Covid-19, 
may delay this process.

Steps Taken by the Government 
to Increase Direct Tax and Investment
	¾ Personal Income Tax - The Finance Act, 2020 has 

provided an option to individuals and co-operatives 
for paying income-tax at concessional rates if they do 
not avail specified exemption and incentive.

	¾ Abolition of Dividend Distribution Tax (DDT) - The 
Finance Act, 2020 removed the Dividend Distribution 
Tax in order to increase the attractiveness of the 
Indian Equity Market.

	¾ Vivad se Vishwas - Under Vivad se Vishwas, declarations 
for settling pending tax disputes are currently being 
filed.
	� This will benefit the Government by generating 

timely revenue and also to the taxpayers by bringing 
down mounting litigation costs.

	¾ Encouraging digital transactions - In order to 
facilitate the digitalisation of the economy and reduce 
unaccounted transactions, various measures have 
been taken which include:
	� Reduction in rate of presumptive profit on digital 

turnover,
	� Removal of Merchant Discount Rate (MDR) charges 

on prescribed modes of transactions,
	� Reducing the threshold for cash transactions,
	� Prohibition of certain cash transactions, etc.

	¾ Raising of monetary limit for filing of appeal - To 
effectively reduce taxpayer grievances and help the 
Income Tax Department focus on litigation involving 
complex legal issues and high tax effect, the monetary 
thresholds for filing of departmental appeals have 
been raised.
	� The monetary threshold has been raised from 

Rs. 20 lakh to Rs. 50 lakh for appeal before Income 
Tax Appellate Tribunal (ITAT), from Rs. 50 lakh to 
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Rs. 1 crore for appeal before the High Court and 
from Rs. 1 crore to Rs. 2 crore for appeal before 
the Supreme Court.

	¾ Expansion of scope of TDS/TCS - For widening the 
tax base, several new transactions were brought into 
the ambit of Tax Deduction at Source (TDS) and Tax 
Collection at Source (TCS).
	� These transactions include huge cash withdrawal, 

foreign remittance, purchase of luxury cars, 
e-commerce participants, sale of goods, acquisition 
of immovable property, etc.

Key Terms
	¾ Corporate Tax: It is levied on a firm’s profit by the 

government.
	� It is taxed on operating earnings after expenses 

have been deducted.
	� The rate of corporate tax in India varies from 

one type of company to another i.e. domestic 
corporations and foreign corporations pay tax 
at different rates.

	¾ Dividend Distribution Tax (DDT): Dividend refers 
to the distribution of profits to shareholders of a 
company.
	� Thus, the dividend distribution tax is a type of 

tax that is payable on the dividends offered to 
its shareholders by the corporate.

	� Higher dividends mean a greater tax burden for 
the corporate entity.

	¾ Minimum Alternate Tax
	� At times it may happen that a taxpayer, being a 

company, may have generated income during 
the year, but by taking the advantage of various 
provisions of Income-tax Law (like exemptions, 
deductions, depreciation, etc.), it may have 
reduced its tax liability or may not have paid 
any tax at all.

	� Due to an increase in the number of zero 
tax paying companies, Minimum Alternate 
Tax (MAT) was introduced by the Finance Act, 
1987 with effect from assessment year 1988-
89. Later on, it was withdrawn by the Finance 
Act, 1990 and then reintroduced by Finance 
Act, 1996.

	� MAT is an important tool with which tax avoidance 
can be prevented.

Fall in Money Remitted Abroad 

Why in News
According to data released by the Reserve Bank of 

India, the amount of money Indians send abroad has 
witnessed a 61% decline under the Liberalised Remittance 
Scheme (LRS) as Covid-19 and the lockdown cripple the 
global economy and ground international travel.

Key Points
	¾ In April 2020, Indians remitted $499.14 million under 

the Liberalised Remittance Scheme (LRS) — a 61% 
decline from $1,287.91 million in the same month 
last year.
	� The monthly outward flow in April 2020 is lowest 

since February 2016 when it was $449.28 million.
	� Substantial decline has been recorded in money 

sent for purchase of immovable property abroad; 
investment in equity/debt; deposit; gift; medical 
treatment; and other categories during April 2020. 

	¾ A Triple Whammy Effect: 
	� This dip reflects economic distress, lockdown at 

home and curbs on overseas travel. 
	� Earlier, Resident Indians have remitted a record 

$18,750 million under LRS in the financial year 
ended March 31, 2020.
	z Despite the outflows reaching a record level 

during last financial year, March, 2020 saw a 
dip — $1,358.82 million — against $1,476.82 
million in the corresponding month of 2019.

	¾ Money sent for Travel Purposes: The sharpest decline 
— 71.81% — has been recorded in money sent for 
travel purposes which came down to $121.13 million 
in April this year from $429.75 million a year ago.
	� This is significant as an estimated 2 million Indian 

nationals travel overseas every month.
	¾ Money Sent for Studies Abroad: This has also seen 

a sharp decline of 68.85% — $78.76 million in April 
this year from $252.84 million in the corresponding 
month last year.
	� Over 7 lakh Indian students pursued studies in 

foreign institutions in 2018.
	¾ Maintenance of Close Relatives: The category, which 

contributes the highest amount to total outward 
remittances under LRS has recorded a decline of 
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50%— $148.25 million in April this year from $296.14 
million last year.

	¾ Deposit and Investment in Equity/Debt: These 
categories have recorded lesser decline i.e. of 29.91%.

	¾ Donations: The only exception (stands neutral in 
terms of decline or increase) to other sources of 
remittances is “donations” e.g. for charity or social 
service, which contribute a negligible amount to the 
total outflows.

	¾ Gift and Medical Treatment: While the category “Gift” 
has recorded a 66% decline in outward remittances, 
“medical treatment” has seen a decline of 45.85% 
in April 2020. 

	¾ Overall Impact:
	� Significantly, the cut in expenses on education, 

medical treatment and maintenance of relatives 
may endure beyond the travel ban and Covid due 
to financial strain.

	� Investment in shares and debt instruments used 
to buy immovable properties in overseas markets 
may decline.

	� Opening of  foreign currency accounts with banks 
outside India may also get reduced. 

	� In nutshell it would affect the currency reserve 
of the country as an Indian resident needs to buy 
dollars using the Indian rupees (INR) from an 
authorised dealer (the bank) in India.

Liberalised Remittance Scheme 
	¾ This is the scheme of the Reserve Bank of India, 

introduced in the year 2004.
	¾ Under the scheme, all resident individuals, including 

minors, are allowed to freely remit up to USD 
2,50,000 per financial year (April – March) for any 
permissible current or capital account transaction 
or a combination of both.

	¾ Not Eligible: The Scheme is not available to 
corporations, partnership firms, Hindu Undivided 
Family (HUF), Trusts etc.

	¾ Remitted Money can be used for:
	� Expenses related to travelling (private or for 

business), medical treatment, study, gifts and 
donations, maintenance of close relatives and 
so on.

	� Investment in shares, debt instruments, and buy 
immovable properties in the overseas market.

	� Individuals can also open, maintain and hold 
foreign currency accounts with banks outside 
India for carrying out transactions permitted 
under the scheme.

	¾ Prohibited Transactions:
	� Any purpose specifically prohibited under 

Schedule-I (like the purchase of lottery tickets, 
proscribed magazines, etc.) or any item 
restricted under Schedule II of Foreign Exchange 
Management (Current Account Transactions) 
Rules, 2000.

	� Trading in foreign exchange abroad.
	� Capital account remittances, directly or indirectly, 

to countries identified by the Financial Action 
Task Force (FATF) as “non- cooperative countries 
and territories”, from time to time.

	� Remittances directly or indirectly to those 
individuals and entities identified as posing a 
significant risk of committing acts of terrorism 
as advised separately by the Reserve Bank to 
the banks.

	¾ Requirements: It is mandatory for the resident 
individual to provide his/her Permanent Account 
Number (PAN) for all transactions under LRS made 
through Authorized Persons.

GST Council Meeting

Why in News
Recently, the 40th Goods and Services Tax (GST) 

Council meeting was held.

Key Points
	¾ GST Collections:

	� In the first two months of the current financial 
year, 2020-21, the cumulative GST revenues of 
states and the Centre has been only 45% of the 
monthly target.

	� In 2020-21, the combined monthly GST revenue 
target is estimated at Rs. 1.21 lakh crore taking 
into account the budget estimate and states’ 
protected revenue.

	¾ Market Borrowing:
	� As revenue has fallen for both the Centre and states, 

the GST Council has decided to hold a single-point 
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agenda meeting in July, 2020 which will discuss 
market borrowing by the Council itself as one of 
the ways to raise money and compensate states 
for GST revenue losses.

	� The GST Act, 2017 extends a guarantee to states 
that any loss in revenues in the first five years 
(2017-2022) of GST implementation will be 
compensated through a cess that accrues to the 
Compensation Fund. 
	z The shortfall is calculated assuming a 14% 

annual growth in GST collections by states over 
the base year of 2015-16.

	¾ In the 8th GST Council meeting it was discussed that 
in case the amount in the GST Compensation Fund 
fell short of the compensation payable, the Council 
shall decide the mode of raising additional resources 
including borrowing from the market.
	� The borrowing could be repaid by collection of 

cess in the sixth year or further subsequent years.
	¾ Issues Involved:

	� There is a question about the legality of the GST 
Council to borrow; for instance, can it be accorded 
sovereign status like Centre and states.

	� The burden and the impact of market borrowing on 
the Fiscal Responsibility and Budget Management 
Act (FRBM Act), 2003 is not clear.

	¾ Tax Rationalisation:
	� The Council discussed correction of inverted duty 

structure for footwear, fertilisers and textiles. 
	z Inverted duty structure is a situation where 

the rate of tax on inputs used is higher than 
the rate of tax on the finished good.

	z Take an imaginary situation of the tyre industry, 
the tax rate on natural rubber (input) purchased 
is 10% whereas the tax rate on rubber tyre is 
5%. Here since the tax rate on input is higher 
than that on the finished good, there is an 
inverted tax structure.

	� However, the decision was deferred because it would 
have resulted in increase in the prices of fertiliser, 
footwear and ready-made garments, which would 
have affected the process of economic revival.

	¾ Compliance-related Relief:
	� The GST Council also provided compliance-related 

relief to small taxpayers with turnover up to 
Rs. 5 crore.

	z It reduced the interest by half on delayed filing 
of GST returns for February, March and April, 
2020 to 9%, provided the returns are filed by 
September 2020. 

	z For May-July, 2020 the deadline for filing GST 
returns has been extended till 30 September, 
2020 without any penalty. 

GST Council
	¾ It is a constitutional body under Article 279A. It 

makes recommendations to the Union and State 
Government on issues related to Goods and Service 
Tax and was introduced by the Constitution (One 
Hundred and First Amendment) Act, 2016.

	¾ The GST Council is chaired by the Union Finance 
Minister and other members are the Union State 
Minister of Revenue or Finance and Ministers in-
charge of Finance or Taxation of all the States.

	¾ It is considered as a federal body where both the 
centre and the states get due representation.
	� The Economic Survey 2017-18 also hailed the 

GST Council for its cooperative federalism 
technology which brings together the Center 
and States and can be applied to many other 
policy reforms.

	¾ Every decision of the Goods and Services Tax Council 
shall be taken at a meeting by a majority of not less 
than three-fourths of the weighted votes of the 
members present and voting, in accordance with 
the following principles, namely:
	� The vote of the Central Government shall 

have a weightage of one third of the total votes 
cast, and

	� The votes of all the State Governments taken 
together shall have a weightage of two-thirds 
of the total votes cast in that meeting.

Small Farmers’ 
Agribusiness Consortium

Why in News
Recently the Union Minister of Agriculture & Farmers’ 

Welfare highlighted the role of Small Farmers’ Agribusiness 
Consortium (SFAC) in increasing incomes of small and 
marginal farmers through aggregation and development 
of agribusiness.
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Key Points
	¾ Established: SFAC was established in 1994 under 

Societies Registration Act, 1860 as an autonomous 
body promoted by the Ministry of Agriculture & 
Farmers’ Welfare.

	¾ Objectives: Promoting agribusiness by encouraging 
institutional and private sector investments and 
linkages to ensure the empowerment of all farmers 
in the country.
	� Organising small and marginal farmers as Farmer 

Interest Groups, Farmer Producer Organisations 
and Farmer Producer Company for endowing them 
with bargaining power and economies of scale.

	¾ Few Important Schemes Implemented by SFAC: Equity 
Grant & Credit Guarantee Fund (EGCGF) Scheme , 
Venture Capital Assistance (VCA) Scheme, Farmer 
Producer Organization (FPO) Scheme, National 
Agriculture Market (NAM) Scheme, etc.

	¾ Recent Initiatives/Developments: SFAC launched 
the Kisan Rath app with the help of officials of the 
Ministry of Agriculture which lessened the problem 
of transport of farm produce during lockdown.

	� It signed a Memorandum of Understanding (MoU) 
with the Agricultural and Processed Food Products 
Export Development Authority (APEDA)  to bring 
in better synergy in the agricultural activities.

Equity Grant & Credit Guarantee Fund (EGCGF) Scheme
	¾ The Equity Grant Fund has been set up with the 

primary objectives of :
	� Enhancing viability and sustainability, credit 

worthiness of Farmer Producer Companies (FPCs),
	� Enhancing the shareholding of members to 

increase their ownership and participation in 
their FPCs.

	¾ The Credit Guarantee Fund Scheme provides a 
Credit Guarantee Cover to the Eligible Lending 
Institution (ELI) to enable them to provide collateral 
free credit to FPCs.

Venture Capital Assistance
	¾ Venture Capital Assistance is financial support in 

the form of an interest free loan provided by SFAC 
to meet the shortfall in the capital requirement for 
implementation of the project.
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Proposed Expansion of G7

Why in News
Recently, the USA has suggested the postponement 

of the 46th G7 (Group of 7) Summit which was scheduled 
to be held in June (2020) at Camp David (USA).
	¾ Additionally, the USA President has also proposed 

the expansion of the G7 to be called ‘G10 or G11’.

G7
	¾ Description:

	� The G7 or ‘Group of Seven’ consists of Canada, 
France, Germany, Italy, Japan, the United 
Kingdom, and the United States.

	� It is an intergovernmental organisation that was 
formed in 1975 as an informal forum to discuss 
pressing world issues. 
	z Initially it focussed on economic issues but later 

it focussed on the several challenges such as 
the oil crashes of the 1970s, terrorism, arms 
control, and drug trafficking,etc.

	� The group does not 
have a formal con-
stitution or a fixed 
headquarters. The 
decisions taken 
by leaders during 
annual summits are non-binding.

	� The G7 nations meet at annual summits that are 
presided over by leaders of member countries 
on a rotational basis. 

	¾ Host Country of the Summit:
	� The host country not only holds the G7 presidency 

but also sets the agenda for the year. 
	� It also gets a chance to invite dignitaries from 

outside the G7 to attend the Summit.
	¾ Presence of Sherpas:

	� The groundwork for the Summit, including matters 
to be discussed and follow-up meetings, is done 
by the sherpas.

	� The sherpas are generally personal representatives 
or members of diplomatic staff such as 
ambassadors.

Key Points
	¾ Expansion of G7:

	� The proposed expansion has suggested inclusion 
of India, Australia, South Korea and Russia in 
the grouping of the largest advanced economies.

	� The existing G7 group has been called an outdated 
group of countries as it does not include emerging 
economies of the world and thus it is believed that 
the group does not follow the current world order.

	� It is unclear that the proposed expansion will be 
permanent or temporary.

	¾ Re-inclusion of Russia:

International Relations
 

	z Proposed Expansion of G7
	z China’s Opposition to THAAD
	z Boosting Infrastructure Along China Border
	z Darbuk-Shyok-Daulat Beg Oldie Road
	z e-Diplomacy
	z Violation of Armistice Agreement: UNC
	z India-Australia Virtual Summit
	z Australia to be Included in Malabar Exercise

	z India’s Campaign Brochure for UNSC Seat
	z MoU between India and Bhutan
	z International Religious Freedom Report 2019
	z Indian Naval LOs at Madagascar and Abu Dhabi
	z Persian Gulf Region
	z India- Laos Relations
	z India-Tanzania Relations

Highlights
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	� The proposal to re-admit Russia is expected to receive 
strong reactions from other G7 member countries.
	z Russia is seen as an ally of China.

	� The G7 was known as the ‘G8’ for several years after 
the original seven were joined by Russia in 1997.
	z The Group returned to being called G7 after 

Russia was expelled as a member in 2014 
following the latter’s annexation of the Crimea 
region of Ukraine.

	¾ India at the G7 Summit:
	� India had attended the G7 summit of 2019 at Biarritz 

in France as a special guest of French President.
	� India has attended the G8 five times as special 

guests by various hosts of the G8 Summit in the past.
	¾ Attempt to Unite Allies Against China:

	� China is not a member of G7 despite being the 
world’s biggest population and second-biggest 
economy. But, China has relatively low levels 
of wealth per head of population. Thus it is not 
considered as an advanced economy like other 
G7 members.

	� The expansion of G7 has been believed to be a 
plan to unite all traditional allies to deal with 
assertive diplomacy of China.

	� The proposal comes amid ongoing issues between 
the US and China which includes Hong Kong’s 
autonomy to Taiwan, the origins of Covid-19, 
South China Sea tensions and trade issues.

G7 Vs G20
	¾ Members: The G20 is a larger group of countries, 

which also includes G7 members. 
	� Apart from the G7 countries, the G20 comprises 

Argentina, Australia, Brazil, China, India, Indonesia, 
Mexico, Russia, Saudi Arabia, South Africa, South 
Korea, and Turkey.

	¾ Share in Global Economy: The G20 countries make 
up around 80% of the world’s economy. G7’s share 
in global GDP has fallen to around 40%.

	¾ Range of Issues: As opposed to the G7, the G20 
discusses a broad range of issues including those 
concerning the global economy and financial markets.

Way Forward
	¾ The rise of India, China, and Brazil over the past few 

decades has reduced the G7’s relevance. Thus, inclusion 

of emerging economies like India, South Korea, etc. 
may extend the support to establish equal levels for 
each country at global level.

	¾ The proposed expansion may also help G7 to be 
a more representative institution than current G7 
and subsequently to establish an equal platform at 
global level.

China’s 
Opposition to THAAD

Why in News
Recently, China has issued a statement reiterating 

its long-standing objections to the presence of the USA’s 
THAAD missile defence system in South Korea. This comes 
after the reports of an overnight operation to bring in 
new, replacement interceptor missiles to the USA base 
in South Korea.

Key Points
	¾ THAAD:

	� It is an acronym for Terminal High Altitude Area 
Defense, a transportable, ground-based anti-
ballistic missile defence system.

	� First proposed in 1987 and then finally deployed 
in 2008, the THAAD cannot be used as a form of 
attack against an enemy.

	� It is designed to intercept and destroy short and 
medium-range ballistic missiles in their final flight 
phase.

	� THAAD is coupled with space-based and ground-
based surveillance stations, which transfer data 
about the incoming missile and inform the THAAD 
interceptor missile of the threat type classification.

	� This system has been designed and manufactured 
by the USA company Lockheed Martin.

	� It has been previously deployed in the United Arab 
Emirates (UAE), Guam, Israel, Romania as well.

	¾ Background:
	� THAAD was deployed in South Korea as a 

countermeasure against potential attacks by 
North Korea, particularly after the country had 
engaged in testing ballistic missiles.
	z In 2017, when North Korea test-fired a few 

missiles in the direction of USA bases in Japan, 
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the USA moved the missile systems 
to its army base in Osan, South 
Korea.

	� Ever since China has objected these 
moves causing deterioration of their 
relationship.

	� For South Korea, North Korea poses 
a nuclear threat and the THAAD 
missile defence system is a necessity 
to counter that.

	� The USA and South Korea have 
consistently maintained that these 
missiles are only to counter potential 
threats by North Korea.

	¾ China’s Concerns:
	� China is less concerned about the 

missiles itself and more about the 
system’s inbuilt advanced radar 
systems that can track China’s actions.

	� The USA’s presence and influence in 
East Asia, through its military bases 
in Japan and South Korea, hamper the geopolitics 
and complex conflicts of the region.

	� It also interferes with Beijing’s long-term military, 
diplomatic and economic interests in the region.

	¾ Repercussions on South Korea:
	� Economic: Operations of South Korean businesses, 

including large conglomerates like LG, Lotte and 
Samsung, were hampered. These included shutting 
down of institutions and enterprises that had 
little to do with the defence and military, like golf 
courses and shopping malls.

	� Tourism: Tourism from China to South Korea 
fell drastically. The tourism industry contributes 
significantly to South Korea’s economy.

	� Entertainment: South Korea’s entertainment 
industry witnessed concerts, shows and other 
commercial ventures in China being forced to cancel.

	� Cosmetics and Personal Care: The sales of South 
Korean cosmetics and beauty products were being 
impacted. They are extremely popular in China 
but due to calls on social media to boycott South 
Korean products, their sales went down.

	� Demographic: Protests sparked off in South Korea 
against the deployment which has caused major 
worries regarding peace and security in the region.

Boosting Infrastructure 
Along China Border

Why in News
Recently, the Ministry of Home Affairs (MHA) has 

announced to spend 10% funds of the Border Area 
Development Programme (BADP) only to improve the 
infrastructure along the China border.

Key Points
	¾ Enhancing  Infrastructure:

	� The Border Area Development Programme (BADP) 
has been allocated Rs 784 crore for projects in 
areas of States/UTs inhabited along the Indo-China 
border viz. Arunachal Pradesh, Himachal Pradesh, 
Ladakh, Sikkim and Uttarakhand.

	� The fund is distributed to the border States and 
UTs depending on various criteria such as the 
length of the international border and population.

	� Under this, the projects for developing strategically 
important villages and towns in border areas will 
be given priority.

	� Construction of roads, bridges, primary schools, 
health infrastructure, playfields, irrigation works, 
etc. will be undertaken within 10 km of the border.
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	¾ Role of Various Security Forces:
	� Security Forces such as the Border Security Force 

(BSF), deployed along the Bangladesh and Pakistan 
borders, the Indo-Tibetan Border Police (ITBP) on 
the China border, the Sashastra Seema Bal along the 
Nepal border, and the Assam Rifles stationed along 
the Myanmar border would provide independent 
feedback on the projects in the blocks concerned 
and may be tasked to conduct social audit of the 
works, it stated.

	� These forces will play a crucial role in identification 
of the villages and implementation of the related 
work.

	¾ Significance:
	� Bridging Socio-economic gaps:
	z It is an important intervention of the Government 

to bring about development of border areas by 
supplementing the State Plan Funds to bridge the 
gaps in socio- economic infrastructure on one 
hand and improving the security environment 
in border areas on the other.

	� Safe and Secure Borders: It would create a positive 
perception of care and encourage people to stay 
on in the border areas leading to safe and secure 
borders.
	z This would help integrate these areas with 

the hinterland.
	� Better Management of the Border: In the light of 

the recent incident of face-off between India and 
China the creation of infrastructure is a strategic 
move for the better management of the border areas.

Border Area Development Programme
	¾ The BADP was launched by the Ministry of Home 

Affairs in 1986-87 as part of a comprehensive 
approach to Border Management. 

	¾ BADP was initiated in the border areas of the 
western region during the Seventh Five Year Plan 
(1985-90), for ensuring balanced development of 
border areas through development of infrastructure 
and promotion of a sense of security among the 
border population.

	¾ The States covered are Arunachal Pradesh, Assam, 
Bihar, Gujarat, Himachal Pradesh, Jammu & Kashmir, 
Manipur, Meghalaya, Mizoram, Nagaland, Punjab, 
Rajasthan, Sikkim, Tripura, Uttar Pradesh, Uttarakhand 
and West Bengal.

	z It will provide faster mobility to troops and 
equipment to the border with China.

	z India is continuing the infrastructure for better 
connectivity to the Line of Actual Control with 
China. E.g. the construction of a strategic tunnel 
in Uttarakhand as a part of the Char Dham 
Pariyojana.

Darbuk-Shyok- 
Daulat Beg Oldie Road

Why in News
The Darbuk-Shyok-Daulat Beg Oldie (DSDBO) road 

has been in the making for around two decades and is 
expected to be completed by 2020.

Key Points
	¾ The 255-km road from Darbuk traverses at an altitude 

of 14,000 feet and reaches Shyok, the last Indian 
village in the region.

	¾ This road joins Leh to the Karakoram Pass, which 
divides Ladakh from China’s Xinjiang province.

	¾ Between Shyok and Karakoram Pass lies Daulat Beg 
Oldie (DBO), a plateau at an altitude of over 16,000 
feet and the location of an Advanced Landing Ground 
(ALG) used by the air force to drop supplies.
	� DBO is India’s northernmost corner, which in army 

parlance is called Sub-Sector North.
	¾ Background:

	� The road’s construc-
tion was started in 
2000 and was to be 
completed by 2012 
at a cost of Rs. 320 
crore under the mon-
itoring of the Prime 
Minister’s Office (PMO).

	� However, the construction could not be finished 
as the road was aligned with the Shyok riverbed 
that led to it being damaged every summer during 
flooding.

	� Later, major portions of the road were realigned, 
keeping them away from the river.

	� In October 2019, the 430 m Colonel Chewang 
Rinchen Setu over Shyok river was inaugurated 
that joins Durbuk to DBO in Eastern Ladakh
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	z Along with it, the Siachen Glacier area of 
Ladakh was declared open for tourists by the 
Government of India.

	¾ India has decided to not stop road construction on 
its side of the Line of Actual Control (LAC) despite 
the border confrontations and objections by China 
as it does not want India to utilise the DSDBO road 
to its full potential.

	¾ Significance of the Road:
	� DBO is located only 9 km away from the LAC with 

China and the road will help manage the border 
and the areas adjoining Aksai Chin, Chip Chap 
River and Jiwan Nalla.

	� It will also ensure faster deployment of troops 
in the area.
	z Before the laying of the road, the only way to 

reach the area was via the ALG, where heavy-
lift aircraft can land.

	� From the DSDBO road, a road branches off towards 
Galwan Valley which had prompted the stand-off 
in Galwan Valley.
	z Indian troops have been patrolling up to this 

area but they will have road access and can be 
present there.

Way Forward
	¾ In the Wuhan (2018) and Mahabalipuram (2019) 

summits, both India and China had reaffirmed that they 
would make efforts to ensure peace and tranquillity 
in the border areas.

	¾ On 1st April 2020, India and China completed their 
70 years of diplomatic relations. Both countries have 
resolved border issues peacefully in the past four 
decades which gives them hope that the tensions 
will subside soon.

	¾ India and China are amongst the largest economies, 
demography, markets and militaries of the world. 
Therefore, it is in the interests of both the countries to 
align their energies for the growth and development 
of their people, region and global peace.

e-Diplomacy

Why in News
Recently, the first India-Australia Virtual Leaders’ 

Summit was held where important strategic decisions, 

ranging from military interoperability to jointly tackling 
the pandemic, were made.
	¾ The summit was noteworthy for its novel modus 

operandi after the dangers posed by Covid-19 have 
compelled the traditional summit diplomacy to adapt 
to new digital ways.

Key Points
	¾ e-Diplomacy (electronic diplomacy) is the use of 

technology by nations to define and establish diplomatic 
goals and objectives and to efficiently carry out the 
functions of diplomats.
	� These functions include representation and 

promotion of the home nation, establishing both 
bilateral and multilateral relations, consular services 
and social engagement.

	¾ The pandemic has forced mankind to maintain physical 
and social distancing, leading to a shift towards work 
from home mode and using online platforms for 
education (online classes), business (e-Commerce) 
and other daily things.
	� Just as corporations and educational institutions 

have migrated to online mediums, nation-states 
are left with no choice but to do the same by 
conducting virtual or e-summits.

	¾ Advantages:
	� These are physically safer for leaders because there 

is no need for any physical contact with anyone.
	� The process is time-saving as the leaders can attend 

the summits and conferences from their offices 
without having the need to physically reach the 
venue or other country.

	� These economise events by avoiding costly physical 
journeys and event management.

	¾ Challenges:
	� It is doubtful that major breakthroughs or deals 

requiring the direct intervention of leaders can 
happen without all the protocols and structured 
dialogues in person.

	� There is a possibility of e-diplomacy becoming less 
productive as online summits will simply not satisfy 
the broader political goals and bigger objectives 
that heads of state carry with them.

	� Threats related to cybersecurity also come in the 
picture:
	z E-diplomacy is riskier and could be subject to 

hacking of classified content.
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	z This could reduce the spontaneity and openness 
of the conversations.

	z In pre-Covid-19 times, summit venues were 
debugged to prevent sensitive foreign policy 
content from being spied upon or leaked.

	¾ Apart from the virtual summit with Australia, India 
has had a few multilateral e-diplomacy rounds since 
the Covid-19 outbreak. For example,
	� SAARC Leaders’ video conference.
	� Extraordinary G20 Leaders’ Summit.
	� Non-Aligned Movement Virtual Summit.

Way Forward
	¾ The British scholar Ernest Satow dubbed “summits 

a permanent feature of diplomatic topography”. 
It has been a maxim in diplomacy that face-to-face 
interactions at the highest level mark the zenith of 
foreign relations.
	� In-person summits will restart one-day but the 

online interlude has to go on because diplomacy 
has to go on.

	� However artificial and unsatisfying the video 
conferencing medium is, having some summit is 
better than no summit at all. Key partners have 
to get on with it and hold high-level meetings as 
part of their strategic signalling.

Violation of 
Armistice Agreement: UNC

Why in News
Recently, the United Nations Command (UNC) has 

found both North and South Korea guilty of violating the 
Korean Armistice Agreement 1953 due to gunfire along 
the Korean Demilitarised Zone (DMZ) between the two 
countries.

United Nations Command
	¾ The USA led UNC is a unified command for the 

multinational military forces.
	¾ It oversees affairs in the heavily fortified DMZ 

and ensures the terms of the armistice are 
being agreed upon by both North Korea and South 
Korea.

	¾ It was established on 24th July 1950 in Tokyo, Japan.

Key Points
	¾ The UNC led a multinational special investigation 

regarding the recent shootings at DMZ whose findings 
have not been accepted by South Korea owing to 
non-cooperation by North Korea in the investigations.
	� Investigations had been unable to determine 

whether the shootings that originated from North 
Korea had been intentional.

	¾ The shooting also violates the Pyongyang Joint 
Declaration of September 2018, an inter-Korean 
military agreement, which calls for reduced military 
tensions between the two countries.

Korean Armist﻿ice Agreement 1953
	¾ The armistice agreement halted the Korean War of 

1950-53 and established the Korean Demilitarized 
Zone (DMZ), the current border between the two 
nations.
	� India has played a major role in the cease-fire 

agreement, strengthening India-South Korea 
relations.

	� The DMZ runs close to the 38th parallel line.
	¾ The armistice was signed on 27th July 1953 and was 

designed to ensure a complete cessation of hostilities 
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and of all acts of armed force in Korea until a final 
peaceful settlement is achieved.

	¾ It was signed by representatives of the UNC, Korean 
People’s Army (KPA) and the Chinese People’s Volunteer 
Army (PVA).
	� South Korea did not sign the armistice as it refused 

to accept it.
	¾ It was only a ceasefire and there was no official 

declaration of the end of the war so in the absence 
of an official peace treaty, as is the norm, the two 
countries officially remain at war.
	� However, in December 1991, North and South Korea 

signed a pact agreeing to refrain from aggression.

India-Australia 
Virtual Summit

Why in News
Recently, Prime Ministers of India and Australia held 

their first virtual bilateral summit and both concluded 
nine agreements including the Comprehensive Strategic 
Partnership (CSP) and the Mutual Logistics Support 
Agreement (MLSA).
	¾ The two leaders are expected to meet in person at 

the extended G-7 summit which will be held in the 
USA later in 2020.

Key Points
	¾ Agreements:

	� Comprehensive Strategic Partnership: Upgradation 
of the existing 2+2 dialogue to the Ministerial level, 
elevating the 2009 bilateral Strategic Partnership 
to a CSP.
	z India already has a 2+2 ministerial-level dialogues 

mechanism with the USA and Japan, the other 
members of the Quadrilateral grouping (QUAD).

	z India has signed CSPs with the United Kingdom, 
Indonesia, Vietnam and the United Arab Emirates 
(UAE) thus far, while Australia has CSPs with 
China, Indonesia and Singapore.

	� Mutual Logistics Support Agreement: Both sides 
agreed to continue to deepen and broaden defence 
cooperation by enhancing the scope and complexity 
of their military exercises and engagement activities 
to develop new ways to address shared security 
challenges.

	z It will increase military interoperability through 
defence exercises and allow both militaries 
the reciprocal use of bases, humanitarian and 
disaster relief cooperation, port exercises and 
passage exercises. 

	z India has such agreements with the USA (Logistics 
Exchange Memorandum of Agreement-LEMOA), 
France, Singapore and South Korea.

	� Joint declaration on ‘Shared Vision for Maritime 
Cooperation in the Indo-Pacific’: The two sides 
announced a roadmap to harness opportunities 
and meet challenges together as comprehensive 
strategic partners.

	� Comprehensive Economic Cooperation Agreement 
(CECA): The two sides decided to recommence 
suspended talks over the India-Australia CECA 
which has been suspended since 2015.
	z This move comes in the wake of India opting 

out of the ASEAN-led Regional Comprehensive 
Economic Partnership (RCEP).

	� Australia-India Strategic Research Fund to promote 
innovative solutions for responding to and treating 
Covid-19 as well as other jointly determined 
priorities, to be preceded by a one-off Special 
Covid Collaboration Round in 2020.

	� Both sides have decided to reflect on the 
recommendations of the ongoing evaluation of 
the international response over the World Health 
Organisation’s (WHO) role in dealing with the 
Covid-19 pandemic.
	z Both countries will work together to strengthen 

international institutions to ensure they are 
inclusive and rules-based.

	� Framework arrangement on Cyber and Cyber-
enabled critical technology cooperation: Work 
together in the digital economy, cybersecurity and 
critical and emerging technologies.

	� Agreement on agriculture and related activities: 
Agriculture was identified as an important pillar of 
both the economies with shared challenges and 
climatic conditions.

	� Memorandum of Understanding (MoU) on mining 
and processing critical and strategic minerals: 
Cooperate on new technologies for exploration 
and extraction of minerals including Australian 
rare earth metals used for electronics, governance, 
vocational training and water management.
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	¾ Untouched Issues:
	� Tensions between India and China over the standoff 

at the Line of Actual Control (LAC) and Australia-
China tensions over trade issues and differences 
over the handling of the pandemic.

	� There were no discussions on including Australia 
in Malabar exercise.
	z India is prepared to expand the Malabar exercise 

to also include Australia.
	z Despite regular requests from Australia, India 

resisted issuing the invitation due to its concerns 
that the move would give the appearance of a 
‘quadrilateral military alliance’ aimed at China.

	� Both leaders had no discussions on the RCEP, even 
though earlier Australia had expressed hope that 
India would reconsider joining the trade agreement.

Way Forward
	¾ Shared values, shared interests, shared geography and 

shared objectives are the bedrock of deepening India-
Australia ties and the cooperation and coordination 
between the two countries have picked up momentum 
in recent years.

	¾ Both India and Australia share a vision of a free, 
open, inclusive and rules-based Indo-Pacific region 
and cooperative use of the seas by adherence to 
international law including the United Nations 
Convention on the Law of the Sea (UNCLOS) and 
peaceful resolution of disputes rather than through 
unilateral or coercive actions.

Australia to be 
Included in Malabar Exercise

Why in News
India is prepared to expand the Malabar exercise to 

also include Australia.

Malabar Exercise
	¾ It is an annual trilateral naval exercise between 

the navies of India, Japan, and the USA which is 
held alternately in the Indian and Pacific Oceans.

	¾ It began as a bilateral naval exercise between India 
and the USA in 1992 and was expanded into a 
trilateral format with the inclusion of Japan in 2015.

	¾ Other exercises between India and Australia are 
Pitch Black and AUSINDEX.

Key Points
	¾ Despite regular requests from Australia, India resisted 

issuing the invitation due to its concerns that the 
move would give the appearance of a ‘quadrilateral 
military alliance’ aimed at China.

	¾ However, the recent India-China tensions over the 
situation at the Line of Actual Control (LAC) may have 
brought more flexibility to the decision making process.

	¾ India is already a member of the Quad and attended 
the Quadrilateral Security Dialogue held in Nov 2019.
	� Quad is the informal strategic dialogue between 

India, the USA, Japan and Australia with a shared 
objective to ensure and support a free, open and 
prosperous” Indo-Pacific region.

Way Forward
	¾ The two nations are at very different levels of 

development so there can be converging and diverging 
interests. Therefore, the future must be woven around 
the three pillars, which are economic relationship, 
geostrategic congruence and people-to-people ties and 
the glue that can bind this is a sustained momentum.

	¾ India and Australia are wary of China’s assault on 
maritime security and freedom of navigation in the 
Indo-Pacific region. Inclusion of Australia in Malabar 
exercise along with strengthening the idea of ‘Quad’ 
can therefore promote rule-based, open, free and 
inclusive Indo-Pacific.

India’s Campaign 
Brochure for UNSC Seat

Why in News
Recently, India has released a campaign brochure 

ahead of the vote for the non-permanent member of the 
United Nations Security Council (UNSC) in 2021-22.
	¾ This will be the eighth time India will occupy a non-

permanent UNSC seat, with its last term in 2011-2012.
	¾ India also seeks for a permanent membership in 

the UNSC.
	� India along with other countries of G4 grouping 

(Japan, Brazil and Germany) is asking for a spot 
for permanent membership in UNSC.

	� Five permanent members: China, France, the 
Russian Federation, the UK and the USA.
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https://www.drishtiias.com/daily-updates/daily-news-analysis/australia-to-be-included-in-malabar-exercise
https://www.drishtiias.com/daily-updates/daily-news-analysis/exercise-malabar
https://www.drishtiias.com/daily-updates/daily-news-analysis/unclos-maritime-zones#:~:text=United%20Nations%20Convention%20on%20the,EEZ)%20and%20the%20High%20Seas.
https://www.drishtiias.com/daily-updates/daily-news-analysis/exercise-malabar
https://www.drishtiias.com/daily-updates/daily-news-analysis/important-facts-for-prelims-8th-september-2018
https://www.drishtiias.com/daily-updates/daily-news-analysis/pitch-black
https://www.drishtiias.com/daily-updates/daily-news-analysis/important-facts-for-prelims-26th-march-2019
https://www.drishtiias.com/daily-updates/daily-news-analysis/quad-and-g-4-meet
https://www.drishtiias.com/daily-updates/daily-news-editorials/quad-3
https://www.drishtiias.com/daily-updates/daily-news-analysis/un-security-council-1
https://www.drishtiias.com/daily-updates/daily-news-editorials/india-permanent-seat-in-unsc#:~:text=India%20is%20the%20undisputed%20leader,in%20making%20UNSC%20more%20democratic.
https://www.drishtiias.com/daily-updates/daily-news-analysis/quad-and-g-4-meet
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Key Points
	¾ India is guaranteed a place as it is the sole candidate for 

Asia-Pacific but needs two-thirds of the 193-member 
General Assembly to vote in its favour in a secret ballot 
scheduled for 17th June, 2020 in New York (USA).

	¾ Issues Highlighted:
	� International governance has been under increasing 

strain due to traditional and non-traditional 
security challenges. Terrorism is one of the most 
cited examples.

	� Unreformed and under-representative global 
institutions and the Covid-19 pandemic with its 
economic impact has increased challenges for 
the UNSC.

	¾ India’s Solutions:
	� Its objective will be the achievement of N.O.R.M.S: 

a New Orientation for a Reformed Multilateral 
System.

	� India will highlight international terrorism, United 
Nations reforms and Security Council expansion, 
streamlining the peacekeeping operations and 
technology initiatives during its upcoming tenure.

	¾ Background:
	� Since 2013, India has been planning for a seat 

in 2021 as the year will mark its 75th year of 
Independence.

	� Identifying an uncontested spot is not an easy task.
	� However, the Islamic Republic of Afghanistan 

agreed to set aside for the 2021-22 seat, in a 
friendly gesture.

	� India also persuaded the Asia-Pacific grouping 
nomination by diplomacy and negotiations to 
avoid any last-minute contenders against India.
	z India was able to win a unanimous endorsement 

from the 55-nation grouping that included both 
China and Pakistan, in June 2019.

	� However, winning the maximum votes at the 
General Assembly this time will be a little hard 
for India due to:
	z Rising tensions in relations with both Pakistan 

and China.
	z Criticism from Turkey, Malaysia and the 

Organisation of Islamic Cooperation (OIC) over 
the government’s decision on scrapping Article 
370 as well as the Citizenship Amendment Act 
(CAA) 2019.

Selection of Non-permanent 
Members of Security Council
	¾ Each year, the General Assembly elects five non-

permanent members (out of ten in total) for a two-year 
term. The ten non-permanent seats are distributed 
on a regional basis:
	� Five for African and Asian countries.
	� One for Eastern European countries.
	� Two for Latin American and Caribbean countries.
	� Two for Western European and other countries.

	¾ Article 23 of the UN Charter concerns the composition 
of the Security Council.

	¾ Other Contenders for Other Seats:
	� Mexico is expected to be elected unopposed for 

the Latin American group.
	� Canada, Ireland and Norway will contend for two 

seats of the West European and Others Group 
(WEOG).

	� Kenya and Djibouti will contend for an African seat.

Way Forward
	¾ India for long has been of the view that the UNSC 

sought to be reformed by expansion in its permanent 
membership and non-permanent membership as well.

	¾ India has been acknowledged as a rising power by 
most of the states. Also, there is a pressing need to 
democratize multilateral fora, starting from the United 
Nation system itself. In this context, India is making a 
legitimate claim for its rightful place in the changing 
architecture of global governance, including the UNSC.

MoU between 
India and Bhutan

Why in News
The Union Cabinet has given its approval for signing 

of a Memorandum of Understanding (MoU) with Bhutan 
for cooperation in the field of environment protection 
and management of natural resources.
	¾ The MoU will enable establishment and promotion 

of closer and long-term cooperation in environment 
protection and management of natural resources on 
the basis of equity, reciprocity and mutual benefits, 
taking into account the laws and legal provisions in 
each country.

https://www.drishtiias.com/daily-updates/daily-news-analysis/india-s-non-permanent-seat-at-the-unsc
https://www.drishtiias.com/loksabha-rajyasabha-discussions/the-big-picture-brics-focus-on-terrorism
https://www.drishtiias.com/daily-updates/daily-news-analysis/coronavirus-disease-named-covid-19
https://www.drishtiias.com/important-institutions/drishti-specials-important-institutions-international-institution/united-nations-1
https://www.drishtiias.com/daily-updates/daily-news-analysis/organisation-of-islamic-cooperation-oic#:~:text=It%20is%20the%20collective%20voice,various%20people%20of%20the%20world.
https://www.drishtiias.com/to-the-points/Paper2/to-the-point-article-370
https://www.drishtiias.com/to-the-points/Paper2/citizenship-amendment-act-2019
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Key Points
	¾ Background:

	� A Memorandum 
of Understanding 
(MoU) was signed 
b e t w e e n  t h e 
Central Pollution 
Control Board 
(CPCB) of India and the National Environment 
Commission (NEC) of the Government of Bhutan 
in 2013.

	� This MoU expired in 2016.
	� Noting the benefits of the earlier MoU, both 

sides have decided to continue cooperation 
and collaboration in the field of environment to 
strengthen the Indo-Bhutan relationship.

	¾ Details of the New MoU:
	� Time Period: The MoU shall enter into force on 

the date of signature and shall continue to remain 
in force for a period of ten years.

	� Areas of Cooperation: Air, Waste, Chemical 
Management, Climate Change and Any other areas 
jointly decided upon.

	� Exchange of Best Practices:
	z The MoU shall facilitate exchange of experiences, 

best practices and technical knowledge through 
both public and private sectors and research 
institutions for sustainable development.

	� Joint Working Group:
	z It provides for joint projects in areas of mutual 

interest.
	z It provides for holding of Joint Working Group/ 

bilateral meetings to review and analyze the 
progress of activities and keeping their respective 
ministries/agencies, duly informed of progress 
and achievements.

Indo-Bhutan Relationship
	¾ Indo-Bhutan Treaty of Peace and Friendship, 1949

	� The Treaty provides for, among other things, 
perpetual peace and friendship, free trade and 
commerce and equal justice to each other’s citizens.

	� In 2007 the treaty was re-negotiated, and provisions 
were included to encourage Bhutan’s sovereignty, 
abolishing the need to take India’s guidance on 
foreign policy.

	¾ Multilateral Partnership:
	� Both of them share multilateral forums such as 

South Asian Association for Regional Cooperation 
(SAARC), BBIN (Bangladesh, Bhutan, India, and 
Nepal), BIMSTEC (Bay of Bengal Initiative for Multi 
Sectoral Technical and Economic Cooperation) etc.

	¾ Hydropower Cooperation:
	� This hydropower cooperation comes under the 2006 

Agreement on Cooperation in Hydropower. Under 
a protocol to this agreement, India has agreed to 
assist Bhutan in the development of a minimum of 
10,000 MW of hydropower and import of surplus 
electricity from the same by 2020.

	¾ Trade:
	� The trade between the two countries is governed 

by the India Bhutan Trade and Transit Agreement 
1972 which was last renewed in November 2016.

	� The agreement establishes a free-trade regime 
between the two countries and also provides for 
duty-free transit of Bhutanese exports to third 
countries.

	¾ Economic Assistance:
	� India is Bhutan’s leading development partner. Since 

the launch of the First Five Year Plan of Bhutan in 
1961, India has been extending financial support 
to Bhutan’s FYPs. India has allotted Rs 4500 crore 
to Bhutan’s 12th FYP (2018-23).

	¾ Educational and Cultural Cooperation:
	� A large number of college going Bhutanese students 

study in India. The Government of India provides 
a number of scholarships to Bhutanese students.

International Religious 
Freedom Report 2019

Why in News
Recently, the US State Department has released its 

annual International Religious Freedom (IRF) Report 
2019, which is a survey of the state of religious freedom 
across the world.
	¾ It published a report i.e. the country report for India to 

highlight the issue of religious freedom in the country.
	¾ Earlier, the US Commission on International Religious 

Freedom (USCIRF report) downgraded India’s religious 
freedom to the lowest grade — in the ‘Country of 
Particular Concern (CPC)’ category.

https://www.drishtiias.com/to-the-points/Paper2/indo-bhutan-relations
https://www.drishtiias.com/important-institutions/drishti-specials-important-institutions-international-institution/south-asian-association-for-regional-cooperation-saarc
https://www.drishtiias.com/important-institutions/drishti-specials-important-institutions-international-institution/south-asian-association-for-regional-cooperation-saarc
https://www.drishtiias.com/daily-updates/daily-news-editorials/india-bangladesh-relationship
https://www.drishtiias.com/daily-updates/daily-news-editorials/india-bangladesh-relationship
https://www.drishtiias.com/important-institutions/drishti-specials-important-institutions-international-institution/drishti-specials-important-international-bimstec
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https://www.drishtiias.com/daily-updates/daily-news-analysis/uscirf-annual-report-2020#:~:text=U.S.%20Commission%20on%20International%20Religious%20Freedom%20(USCIRF),body%20to%20the%20US%20Congress.
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	z Freedom to all states of the Gulf littoral to exploit 
their hydrocarbon and other natural resources.

	z Freedom of commercial shipping in international 
waters of the Persian Gulf.

	z Freedom of access to, and outlet from, Gulf 
waters through the Strait of Hormuz.

	z The prevention of conflict that may impinge 
on the freedom of trade and shipping.

India’s Relation with Persian Gulf Region
	¾ India and GCC:

	� The economic and political relationship of India 
with the GCC has blossomed in recent years. The 
governments of the GCC members are India-friendly 
and Indian-friendly.

	� The friendly relation has been reflected in the 
bilateral trade of around $121 billion and 
remittances of $49 billion from a workforce of 
over nine million.

	� GCC suppliers account for around 34% of India’s 
crude imports.

	¾ India and Iran:
	� India has always shared a friendly relationship with 

Iran. But the India-Iran relation faces one of the 
most complex phases at all times due to the USA’s 
pressure which has politico-economic impacts.
	z In May 2018, the USA abandoned the nuclear 

deal and reinstated economic sanctions against 
Iran.

	¾ India’s Overall Role in the Region:
	� India has avoided involvement in local or regional 

disputes in the region.
	� Indian interests do not entail power projection but 

necessitate peace and regional stability.

India- Laos Relations

Why in News
Recently, the Prime Minister of India had a telephonic 

conversation with the Prime Minister of Lao People’s 
Democratic Republic (PDR). 

Key Points
	¾ Both the leaders exchanged views on the health and 

economic challenges posed by the global Covid-19 
pandemic. 

	¾ They agreed on 
the need for 
internat iona l 
c o o p e ra t i o n , 
and for sharing 
of best-practices 
and experiences, 
i n  o r d e r  t o 
prepare for the post-Covid world.  

	¾ India’s Prime Minister highlighted India’s historic and 
cultural links with Laos and expressed satisfaction 
at being involved in the restoration of the Vat Phou 
hindu temple complex (world heritage site).
	� He also reiterated India’s commitment to continue 

its development partnership with Lao PDR, a valued 
partner in India’s extended neighbourhood.  

	¾ Lao Prime Minister thanked India’s support for Lao’s 
development programmes, in capacity building and 
for scholarships. 

Relations Between the Countries
	¾ Political Relations:

	� Based upon historical and civilizational foundations, 
India and Laos enjoy long standing, friendly and 
mutually supportive relations. 

	� Political relations between both the countries 
were established in February 1956.

	� Laos has been supportive on major issues of regional 
and international concerns to India, including 
India’s claim for permanent membership of the 
UN Security Council. 

	¾ Defence Cooperation: 
	� Since 1994, under Indian Technical and Economic 

Cooperation (ITEC) Agreement, a two-member 
Indian Army Training Team has conducted training 
for Lao defence personnel in English, Computers 
and Basic Tactics.  
	z The Indian team is the only foreign training 

team besides the Vietnamese and the Chinese. 
	� Indian Army had also conducted three training 

capsules on Unexploded Ordnance (Bomb) (UXOs) 
and De-mining in Laos in 2011, 2012 and 2013. 
	z De-mining is the process of removing land 

mines from an area.
	¾ Economic Cooperation:

	� Bilateral trade between both the nations in 2017-18 
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Key Points
	¾ Background:

	� The five mass extinctions that took place in the 
last 450 million years have led to the destruction 
of 70-95% of the species of plants, animals and 
microorganisms that existed earlier.

	� All these extinctions were caused due to the 
catastrophic alterations to the environment, such 
as massive volcanic eruptions, depletion of oceanic 
oxygen or collision with an asteroid.
	z After each of these extinctions, it took millions 

of years to regain species comparable to those 
that existed before the event.

	¾ Ongoing Sixth Mass Extinction:
	� It has been observed that the sixth extinction is 

human-caused and is more immediate than climate 
destruction. Thus, the ongoing sixth mass extinction 
is referred to as the anthropocene extinction.
	z Currently, only an estimated 2% of all of the 

species that ever lived are alive but the absolute 
number of species is greater than ever before.

	� It is described as the most serious environmental 
problem since the loss of species will be permanent.
	z The loss of species has been occurring since 

human ancestors developed agriculture over 
11,000 years ago. Since then, the human 
population has increased from about 1 million 
to 7.7 billion.

	¾ Outcomes of the Study:
	� The study has described sixth mass extinction as 

the most serious environmental problem.
	z The study analysed 29,400 species of terrestrial 

vertebrates and concluded that over 515 of 
them are near extinction.

	z Most of these 515 species are from South 
America (30%), followed by Oceania (21%), Asia 
(21%) and Africa (16%) among others.

	� It has also observed that the disappearance of these 
populations has been occurring since the 1800s.

	¾ Impacts:
	� The extinction of the species causes tangible impact 

such as in the form of a loss in crop pollination and 
water purification.

	� Further, if a species has a specific function in an 
ecosystem, the loss can lead to consequences for 
other species by impacting the food chain.

	� When the number of individuals in a population or 
species drops too low, its contributions to ecosystem 
functions and services become unimportant.

	� The effects of extinction are expected to worsen 
the genetic and cultural variability which would 
change entire ecosystems.
	z When genetic variability and resilience is reduced, 

its contribution to human welfare may be lost.

Environmental 
Performance Index

Why in News
India secured 168th rank in the 12th edition of the 

Environment Performance Index (EPI) 2020.
	¾ India’s rank was 177th in 2018.

Environmental Performance Index
	¾ EPI is a biennial index prepared by Yale University and 

Columbia University in collaboration with the World 
Economic Forum.

	¾ It offers a scorecard that highlights leaders and laggards 
in environmental performance and provides practical 
guidance for countries that aspire to move toward a 
sustainable future.

	¾ This index was first published in 2002 designed to 
supplement the environmental targets set forth in 
the United Nations Millennium Development Goals.

Key Points
	¾ EPI 2020:

	� EPI Index 2020 measured the environmental 
performance of 180 countries.

	� The index considered 32 indicators of environmental 
performance and included 10-year trends in 
environmental performance at the national and 
global levels.

	� Denmark topped the index with a score of 82.5.
	¾ India’ Performance:

	� India scored 27.6 out of 100 in the 2020 EPI index 
and its performance was worse than all South 
Asian countries, except Afghanistan.

	� India scored below the regional (South-Asia) average 
score on all five key parameters on environmental 
health, including air quality, sanitation and drinking 
water, heavy metals and waste management.
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	¾ Composition of Air:
	� Pure and polluted dust exhibited fractions between 

16% and 23%, with a low frequency of less than 
13% of absorbing aerosols, denoting weak influence 
of anthropogenic aerosols and Black Carbon over 
the trans-Himalayan sites.

Significance of the Study
	¾ The atmospheric aerosols play a key role in the 

regional/global climate system through scattering 
and absorption of incoming solar radiation and by 
modifying the cloud structure. 

	¾ The transport of light-absorbing carbonaceous aerosols 
and dust from the polluted Indo-Gangetic Plain and 
desert areas over the Himalayas constitutes a major 
climatic issue due to severe impacts on atmospheric 
warming and glacier retreat. 

	¾ This heating over the Himalayas facilitates the “elevated-
heat pump” that strengthens the temperature gradient 
between land and ocean and modifies the atmospheric 
circulation and the monsoon rainfall. 

	¾ A deep scientific study of aerosol generation, transport, 
and its properties have important implications in 
the mitigation of climate change.

	¾ The study can help better understand the aerosol 
optical and microphysical properties and improve 
the modelling of aerosol effects in view of aerosol-
climate implication via modifications in atmospheric 
warming and changes in the snow/glacier albedo over 
the trans-Himalayan region.

Background
	¾ Measurements of aerosol optical and microphysical 

properties started during the last decade at the Indian 
Astronomical Observatory (IAO) at the high altitude 
background sites of Hanle and Merak in the trans-
Himalayas under the frameworks of Aerosol Radiative 
Forcing over India (ARFI) and Astronomical Site 
Survey program of Indian Institute of Astrophysics 
(IIA), Bangalore. 

	¾ The Indian Astronomical Observatory, located near 
Leh in Ladakh, has one of the world’s highest located 
sites for optical, infrared and gamma-ray telescopes.

	¾ In addition to this, few in-situ measurements of 
carbonaceous aerosols and ionic species have also 
been performed at Himansh Observatory (Spiti Valley) 
in the western Himalayas.

Aerosol
	¾ Aerosols are defined as a combination of liquid or 

solid particles suspended in a gaseous or liquid 
environment.

	¾ In the atmosphere, these particles are mainly 
situated in the low layers of the atmosphere 
(< 1.5 km) since aerosol sources are located on the 
terrestrial surface.

	¾ However, certain aerosols can still be found in the 
stratosphere, especially volcanic aerosols ejected 
into the high altitude layers.

	¾ The origin of atmospheric aerosols is either natural 
or the result of anthropogenic activities.
	� Natural sources of aerosols include sea salt 

generated from breaking waves, mineral dust 
blown from the surface by wind, and volcanoes.

	� Anthropogenic aerosols include sulfate, nitrate, 
and carbonaceous aerosols, and are mainly from 
fossil fuel combustion sources.

	� Significance:
	z Reflect more energy from the sun back to space.
	z In remote places with cleaner air, the effect of 

aerosol particle formation on clouds is found 
to be much larger.

	z Affect the atmospheric chemical composition.
	z Can reduce visibility.
	z Have important impacts on air quality and 

human health (e.g. aerosols can cause damage 
to heart and lungs).

	z Serve as nuclei for cloud droplets or ice crystals 
in ice clouds.

Rise in the 
Population of Asiatic Lions

Why in News
Recently, the Gujarat Forest Department has 

announced an increase in the population of Asiatic lions 
in the Gir forest region.
	¾ Total 674 lions were recorded compared to the 523 

in the Lion Census of 2015. 
	¾ The count was estimated from a population observation 

exercise called Poonam Avlokan in place of the 15th 
Lion Census.





















CURRENT AFFAIRS JUNE 2020  81

Note:

www.dr ish t i IAS.com

	¾ The movement has a central executive body in 
New Delhi and organises its programmes through a 
worldwide network of schools, colleges and educational 
institutions.

Rajiv Gandhi Sadbhavana Award
	¾ In 1992, a year after Rajiv Gandhi’s assassination, the 

All India Congress Committee (AICC) of the Indian

	 National Congress (INC) instituted Rajiv Gandhi 
National Sadbhavana award in memory of the 
former Prime Minister Rajiv Gandhi. 

	¾ This award is presented every year to those who have 
devoted their life in understanding and promoting 
social harmony. It constitutes a citation and cash 
Prize of Rs. 10 Lakh.
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	� National Policy on Child Labour (1987): It focuses 
more on rehabilitation of children working in 
hazardous occupations and processes, rather than 
on prevention.

	� Juvenile Justice (Care and Protection of Children) 
Act 2000 (the JJ Act) and amendment of the JJ 
Act in 2006: It includes the working child in the 
category of children in need of care and protection, 
without any limitation of age or type of occupation.

	� The Right to Education Act, 2009 has made it 
mandatory for the state to ensure that all children 
aged 6 to 14 years are in school and receive free 
education. 

	� Another landmark step was the enactment of 
the Child labour (Prohibition and Prevention) 
Amendment Act, 2016.
	z Initiatives like Operation Smile, Operation 

Muskaan to rescue and rehabilitation of childrens 
from an unorganised sector, manufacturing 
units and other factories.

	z Recently, India has ratified International 
Labour Organizations Convention (ILO) no 138 
(minimum age for employment) and Convention 
no 182 (worst forms of child labour).

Impact of Covid-19 
	¾ In India, the lockdown to curb the spread of the 

Covid-19 has left child labourers with no source of 
income, no means of protection against the disease.

	¾ The lockdown has forced millions of migrant workers 

— facing long-term unemployment — to return to 
their villages without any jobs. Children of returnee 
migrants have been forced to become child labourers.

Concerns
	¾ The issue of child labour is still prevelant in India, 

despite the presence of several laws.
	¾ Child labour legislation to protect children has been 

inadequate and face the following challenges:
	� Definitional issue: One of the biggest challenges 

in eradicating child labour is the confusion around 
the definition of a child, in terms of age, in various 
laws dealing with child labour.

	� Lack of identification: Age identification of 
children is a difficult task in India due to the lack 
of identification documents E.g.  Birth Certificates, 
School Certificates etc.

	� Weak enforcement of law: Due to lack of adequate 
deterrence and corruption it is difficult to eradicating 
child labour

	¾ Poverty and lack of school are considered as the 
main causes of child labour.

	¾ People from rural areas with little education often 
see no alternative but to take their children out of 
school and put them to work. The children  grow up 
without education, health facilities  and no knowledge 
of their rights.

	¾ The extreme form of child labour that is forced 
labour, in which children suffer not only the impact 
of hazardous working conditions but lack of freedom.
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