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One-time H-1B fee for new applicants: U.S.

Only fresh H-1B visa applicants will have to pay
starting with the ‘next upcoming lottery cycle’

Kallol Bhattacheries
KEW DELHI

day after LS. Presi-

dent Domald

Trump hiked H-1B
visa fiees to $100,000, the
White House clarified that
the fee will not be an an-
nual feature, but rather a
“one-time” payment that
will have to be made
companies for fresh H-1B
visa applicants, starting
with the “next upcoming
lottery cycle®,

The ANNOUNCET ent
cased the fears that had
triggered a sunge in last-mi-
narte flight bookings to the
United States by Indian
HE visa holders who are
currently owtside the coun-
try, after ULS, Secretary of
Commerce Howard Lut-
nick's carlier remarks indi-
cating that the fee amount
would have to be paid ev-

ery year. However, White
House Press Secretary Ka-
reline Leavitt contradicted
the Commerce Secretary’s
comments in a social me-
dia post early on Sunday.

“To b clear: this is not
an annaal fee, s & one-
rime fee that applies only
to the petition. Those who
already hold H-1B visas and
are currently outside of the
couniry right now will not
b changed $100,000 10 re-
enter. HAB visa holders
can leave and re-enter the
country to the same extent
as they normally would:
whatever ability they have
to do that is not impacted
by yesterday's proclama-
tion,” the Press Secretary
saicl.

“This applies only to
new visas, mot renewals
and not current visa hol-
ders. It will first apply in
the next upcoming lottery

Announcement eased fears among NRIs that
triggered surge in flight bookings to the U.S.

Clarity emerges

The White House isswed a clarification alter an initial
FNROUACERNERL on 11 H-1B vish bee bed Lo panic

gt ke the paymert
=115, Commerce Secretary
Howard Lutnick had initially
said that the fee would be
applied aneally. eadieg 10
masch of the canfusion

cydle,” she added.

Lutnick's remarks

During the signing of the
proclamation by  Mr,
Trump, Mr. Lutnick had
sald, *No more will these
big tech companies train
foreign workers. They have
o pay the government a

hundred thousand dollars

and then they have 1o pay
the employee. 5o it's just
non-economical. If you are
going to train somebody,
you are going to train one
of the recent graduares
from one of the great un-
versities across our land =

He added, “A hundred

Opposition decry failure
to take a strong stand

The Hindu Burean

NEW DELII

The Oppaosition on Sunday
took a swipe at Prime
Minister Narendra Masdi
for not taking a firm stand
against the “strong-arm
tactics™ of the U5, and
instead adoping an

thousand dollars a year for
HAB visas and all of the big
companies ane onboard.”

Rush for tickets

In its first response on Sep-
tember 20, the Ministry of
External Affairs had cau-
tioned that the order
would have “humanitarian

“escapist approach” by
Eiving “vague sermons™
about self reliance, They
targeted the PM over US.
President Triimp's move
to impaose a fee of
$100,000 for H-18 visas.

FULL REPORT ON
»FAGES

consequences” due to -
mily disruptions,

Soon after the procla:
mation by Mr. Trump, sev-
eral corporate giants, in-
cluding Microsoft,
JPMorgan and Amazon, in-
structed their HAB visa
holding employees who
were outside the U5, to re-

Lutnick had stated that no more would these
giant tech companies train foreign workers

turn before midnight on
Saturday, telling others to
remain in the LL5,

Mr. Lutnick's remarks
created a rush among H-1B
viga holders for Lagt minute
purchases of air tickets.

The Hindu reported on
Sunday that travel agents
observed a surge in last-mi-
mute flight bookings to the
.5, on Saturday as He1B vi-
sa holders attempied to
reach thelr work stations in
the U.5, ahead of the Sep-
tember  20:1  midnight
deadline when the procla-
miation came into effect.

Officials also observed
the spike in lastminute
flight bookings, following
which the Indian govern-
ment instructed its mis-
shons and embassies across
the world to provide <all
possible help™ to Indians
trying to return to the U5,
before the deadline.

KEY HIGHLIGHTS
Context & Background

The U.S. administration under President Donald
Trump announced a $100,000 fee for new H-1B visa
petitions, sparking confusion about whether this was
annual or one-time.

H-1B visas allow U.S. employers to hire foreign
skilled workers, particularly in IT and STEM fields.
Indians are the largest beneficiaries (=70% of H-1B
visas annually).

Secretary of Commerce Howard Lutnick’s statement
created panic, suggesting an annual fee, which
triggered a rush among H-1B holders abroad to
return to the U.S. before the proclamation came into
force.

The White House clarified later that it is a one-time
fee, applicable only to new petitions in the next
lottery cycle.

Key Facts / Prelims Pointers

H-1B Visa: Non-immigrant visa, introduced under
U.S. Immigration and Nationality Act (1990),
capped at 85,000 per year (65,000 regular + 20,000
advanced degree).

Indians dominate: Over 70% of H-1B visas are issued
to Indian nationals (mainly in IT services).
Economic significance: Indian IT sector earns ~$150
billion exports annually; H-1B is critical for global
service delivery.

USCIS (U.S. Citizenship and Immigration Services)
administers the lottery process.

MEA reaction: Warned of humanitarian and family
disruptions.

Critical Analysis
Opportunities / Pros

Could push Indian companies to focus more on
domestic R&D, upskilling, and local hiring.

May reduce over-dependence on U.S. markets.
Potential to negotiate mobility partnerships with EU,
UK, Japan.

Challenges / Cons

Financial barrier: $100,000 makes H-1B prohibitively
expensive for small/mid-sized firms.

Indian IT impact: Loss of contracts, project delays,
reduced competitiveness.

Humanitarian concerns: Panic among visa holders,
family separation.

Diplomatic strain: Adds tension to India—U.S.
relations.

Long-term Implications

Accelerates protectionist trends in U.S. immigration.
Could lead to reverse brain drain or shift of Indian
tech talent to Canada, EU, Australia.

May alter global outsourcing models — push towards
offshoring instead of onsite work.

Way Forward

India’s Response: Strengthen bilateral dialogue on
skilled migration (like earlier with Obama
administration).

Diversify markets: Encourage IT exports to non-U.S.
regions.

Domestic reforms: Invest in higher education, Al, and
innovation ecosystems to reduce overdependence.
Global best practice: Canada’s Global Skills Strategy
(fast-track visas for tech talent) could inspire India to
lobby for similar programs with partner countries.



PM Modi terms the
GST 2.0 reforms a
‘festival of savings’

Ower the past few
decades, foreign
products have crept into many of
our everyday ohjects of use, and
' we need to replace these with

- ' ourown products

{-';I/'

NARENDRA MODI
v Prime Minister

Key Facts / Prelims Pointers

GST Slabs: Earlier 4 = Now 2 (with many 12% items
shifted to 5%).

Savings Estimate: PM claimed households will save
¥2.5 lakh crore annually due to cheaper goods.
Direct Benefit: 25 crore people lifted above poverty
line in the last 11 years (Govt claim).

MSME Contribution: ~30% to India’s GDP, ~45% to
exports.

Constitutional Basis: GST introduced via 101st
Constitutional Amendment Act, 2016.

Institutional Mechanism: GST Council (Art. 279A) —

Nistula Hebbar holds because of cheaper o . )

NEW DELHI goods. He termed it his go- Centre & States joint decision-making body.
vernment’s “nagarik devo

Hours before the new two-  bhava” (citizen is akin to . 1 . 1

o oo e e+ International Example: Australia (2000), Canada

Tax regime was rolled out
at midnight on Sunday,
Prime Minister Narendra
Modi termed it a “bachat
utsav”, a festival of savings,
and the first step towards

cy. “On the first day of Nav-
ratri itself, the country is
taking its first steps to-
wards aatmanirbharta,”
Mr. Modi said. He went on
to describe the decision to

(1991) — both shifted to broad-based VAT/GST
models for simplification.

“aatmanirbharta”, or eco-  adopt a GST regime in 2017 Critical Analysis
nomic self-reliance. after considerable discus-
In a televised broadcast  sions with stakeholders, Opportunities/Pros

to the nation, Mr. Modi
drew connections between
the simplification of the
GST regime from a four-
slab to a two-slab system,
ease in compliance, and
the reduction in prices re-
sulting from it to a larger
point about the need for
Indians o weed out fo-
reign-made products from
their everyday life, and
adopt products made in In-
dia, boosting the country’s
Micro, Small and Medium
Enterprises (MSMEs).

“Be proud to say you are
swadeshi, and buy and sell
swadeshi goods,” Mr. Modi
said, adding that, in the
past, India was a prosper-
ous nation on the strength
of the world-class com-
modities produced and
traded by it.

The Prime Minister de-
scribed the GST reforms,
along with income tax ex-

and with all State govern-
ments on board. He ap-
pealed to State govern-
ments, too, to adopt the
policy of encouraging the
manufacture of [Indian
goods. He provided details
of how four slabs in GST
had been reduced to two,
with many daily use goods,
which earlier attracted a
tax of 12%, now in the 5%
slab.

“l am happy that our
traders and the MSME sec-
tor has welcomed the GST
next generation reforms.
My expectation from the
MSME sector is to recall
that the basis of India's
past prosperity has been
the excellence of its manu-
facturing, especially of the
MSME sector, and adopt
the attitude to regain that
space and reputation for
world-class  goods,” he
said.

Simplified tax regime — easier compliance, reduced
litigation.

Lower cost of goods — higher disposable income,
consumer demand revival.

Boost for MSMEs (lower tax rates, easier
compliance).

Aligns with Aatmanirbhar Bharat and “Make in
India”.

Enhanced tax buoyancy through wider base and
better compliance.

Challenges/Cons

Revenue Implications: Risk of lower short-term tax
collections.
Federal Tensions: States reliant on GST

emption of up to 212 lakh a The Prime Minister . 4

year for individuals, a dou-  made an appeal 1o boost compensation may feel constrained.

ble bonanza for the middle  domestic  consumption, . . y .

and neo-middle class. sald that his government . Inflation Risk: If transition mismanaged, supply

He said that it would
lead to savings of nearly
t2.5 lakh crore in house-

had, over the past 11 years,
lifted 25 crore people from
below the poverty line.

chains could see disruptions.
Enforcement: Curbing tax evasion and ensuring

KEY HIGHLIGHTS

Context & Background
. The rollout of a simplified two-slab GST regime

digital compliance still a challenge.
Long-term Implications
. Moves India closer to international GST standards

(from four to two) was announced by PM Modi at
midnight on Navratri’s first day.

This reform is positioned as part of the broader
“Aatmanirbhar Bharat” vision and an instrument to
boost domestic manufacturing (MSMEs) and reduce
reliance on imports.

GST was first implemented in 2017 after decades of
deliberation; the current change is termed a “next-
generation GST reform™.

Comes alongside income tax exemption up to ¥12
lakh, aimed at middle and neo-middle class
purchasing power.

(fewer slabs = simpler system).

Could help India improve in Ease of Doing Business
rankings.

If combined with production-linked incentives, may
accelerate domestic industrial growth.

Way Forward

Ensure GST Council consensus to maintain
cooperative federalism.

Strengthen IT backbone (GSTN) for smooth
compliance.

Provide targeted support for MSMEs in adapting to
new slabs.

Rationalize exemptions further to avoid distortions.
Look to OECD best practices (broad-based low-rate
GST with minimal exemptions)



Palestinian state recognised by UK., Australia
and Canada, marks a seismic shift for West

LONDON

Britain, Australia and Ca-
nada on Sunday recog-
nised a Palestinian state in
a seismic shift in decades
of western foreign policy,
triggering  swift  Israeli
anger.

Portugal was also to re-
cognise Palestinian state-
hood later on Sunday, as Is-
rael came under huge
international pressure over
the war in Gaza triggered
almost two years ago by
the October 7, 2023 Hamas
attack. “Today, to revive
the hope of peace for the
Palestinians and Israelis,
and a two-state solution,
the United Kingdom for-
mally recognises the State
of Palestine,” UK. Prime
Minister Keir Starmer said
in a message on X.

Britain and Canada be-
came the first G-7 countries
to take the step, with
France and other nations

expected to follow at the
annual UN General As-
sembly which opens on
Monday in New York.

“Canada recognises the
State of Palestine and off-
ers our partnership in
building the promise of a
peaceful future for both
the State of Palestine and
the State of Israel,” Cana-
dian Prime Minister Mark
Carney wrote on X.

It is a watershed mo-
ment for Palestinians and
their decades-long ambi-
tions for statehood.

But the move puts those
countries at odds with the
U.S. and Israel, with lsraeli
Prime Minister Benjamin
Netanyahu reacting angrily
and vowing to oppose it at
the UN talks.

Calls for a Palestinian
state “would endanger our
existence and serve as ab-
surd reward for terrorism,”
Mr. Netanyahu said on
Sunday.

Deputy Prime Minister

Make-shift lives: A displaced girl rides south on a vehicle carmying
wooden doors and other items in central Gaza on Sunday, REUTERS

of the UK. David Lammy

at the UN in
July that “Britain bears a
special burden of responsi-
bility to support the two-
state solution™.

Over a century ago, the
UK. was pivotal in laying
the groundwork for the
creation of the state of Is-
rael through the 1917 Bal-
four Declaration.

Three-quarters of UN
members already recog-

nise Palestinian statehood,
with over 140 of the 193
having taken the step.

Mr, Starmer said in July
that his Labour govern-
ment intended to recog-
nise a Palestinian state un-
less Israel wok
“substantive” steps includ-
ing reaching a ceasefire in
Gaza, getting more aid into
the territory and confirm-
ing it would not annex the
West Bank.

Mr. Starmer has also re-
peatedly called on Hamas
to release the remaining
hostages they captured in
the 2023 attack, and is ex-
pected to set out new sanc-
tions on the Palestinian
militants.

Mr. Lammy told the BBC
on Sunday that the Palesti-
nian Authority — the civi-
lian body that governs in
areas of the West Bank -
had been calling for the
move for some time.

“Will this feed children?
No it won't, that's down to
humanitarian aid. Will this
free hostages? That must
be down to a ceasefire.”

But he said it was an at-
tempt to “hold out for” a
two-state solution.

Palestinian foreign mi-
nister Varsen Aghabekian
Shahin said last week: “Re-
cognition is not symbolic.
It sends a very clear mes-
sage to the Israelis on their
fllusions on continuing
their occupation forever.”

KEY HIGHLIGHTS
Context & Background

On 22 Sept 2025, UK, Australia, Canada (first G-7
nations) recognised Palestinian statehood, followed
by Portugal.
Comes amid global outrage over the prolonged Gaza
war (since Oct 7, 2023 Hamas attack).
Marks a policy reversal for countries historically
aligned with U.S. and Israel.
Historical backdrop:
o 1917 Balfour Declaration — British support for
creation of Israel.
o UN Partition Plan 1947 — Two-state
framework.

o Oslo Accords (1993, 1995) = set pathway for
Palestinian Authority & eventual statehood.
Global context: Over 140/193 UN members (=75%)

already recognise Palestine.

Key Facts / Prelims Pointers

First G-7 recognisers: UK & Canada.

UN membership: Palestine is a “non-member
observer state” since 2012 UNGA vote.
Two-state solution: Basis of UN Security Council
resolutions (242, 338).

Palestinian Authority (PA): Governs parts of West
Bank; Gaza under Hamas control since 2007.
Israeli stance: PM Netanyahu — recognition =
“reward for terrorism.”

UNGA session (Sept 2025) expected to see more
recognitions (France, others).

Critical Analysis
Opportunities / Pros:
. Strengthens legitimacy of Palestinian Authority in
global diplomacy.
. Puts pressure on Israel for negotiations &
humanitarian concessions.
. Revives global discourse on two-state solution.
Challenges / Cons:
. Sharpens rift with U.S. & Israel, complicating
Western unity.
. Recognition may remain symbolic without tangible
changes on ground (settlements, hostages, aid).
. May embolden hardline actors (Hamas, far-right
groups in Israel).
Long-term Implications:
. Could accelerate domino effect of recognitions by EU
states.
. Potential reconfiguration of Middle East geopolitics &
U.S. influence.
. Risk of further polarisation at UNGA & UNSC.

Way Forward

. For West: Couple recognition with roadmap for
ceasefire, reconstruction aid, revival of Oslo process.

. For UN: Push for permanent membership status for
Palestine.

. For Israel-Palestine: International mediation ensuring
security guarantees for Israel, sovereignty for
Palestine.

. For India: Continue balanced stance — support for
Palestine’s rights while maintaining ties with Israel.



H-1B, maybe

India’s tech workers must reduce their
reliance on US. jobs

resident Donald Trump's decision to

charge new applicants for the H-1B highly

skilled non-immigrant visa $100,000,
nearly six times the current fee, has caused wi-
despread consternation that not only might the
lives of tens of thousands of potential visa appli-
cants in the tech space be impacted, leading to
“humanitarian consequences” for families, as
mentioned by India’s Ministry of External Affairs,
but there will also be widespread disruption
among major tech companies in the U.S. that rely
on hiring skilled workers under this visa. While
the number of visas issued in this category has
been capped at 85,000 per year since 2004, and
allocations are decided through a lottery, reports
based on U.S. Citizenship and Immigration Ser-
vices data suggest that applications for the up-
coming fiscal year have dropped to a four-year
low of nearly 3,59,000. Indian nationals typically
account for 71% of these visas, yet data also sug-
gest that close to 60% of these visa recipients
earn less than $100,000, which, over the longer
term, implies that their employers may find it
harder to justify hiring such specialised workers
from abroad. The External Affairs Ministry’s res-
ponse to the White House action included a reit-
eration of the fact that “Skilled talent mobility
and exchanges have contributed enormously to
technology development, innovation, economic
growth, competitiveness and wealth creation in
the U.S. and India”, yet there is limited scope for
South Block to apply pressure, diplomatic or pol-
itical, to get the policy reversed.

However, the fallout for Indian citizens can be
contained if there is a proactive approach by the
Government to bolster India's infrastructure and
undertake necessary reforms to improve the
prospects for the Indian tech industry to make
even greater strides than it has done so far. This
might be achieved by capitalising on opportuni-
ties to develop new capabilities in the Artificial
Intelligence space and exploring new markets
across Asia, including China and Russia, and in
parts of Europe, where the transatlantic conta-
gion of nativist protectionism has not yet found
willing takers. While the Trump order is set to ex-
pire within a vear, there is no guarantee that it
would not be extended, making it all the more
pertinent for policymakers in India to evolve a
long-term plan to reduce reliance of Indian tech
workers on the shrinking pool of job opportuni-
ties in the 1.5, economy. As India and other coun-
tries adjust to this new reality of the hostility of
the Trump White House to welcoming future in-
novators, job-creators, and tax-payers to their
shores, it is the U.S. rather than other nations that
will suffer a shortage of scientific and engineering
prowess to fuel economic progress.

KEY HIGHLIGHTS

Context & Background
. Trigger: President Donald Trump announced a
$100,000 one-time fee for fresh H-1B visa applicants,
nearly 6X the earlier fee.
. Why important:
o H-1B visas are the primary route for Indian IT
professionals into the U.S. tech industry.
o India’s MEA flagged humanitarian consequences
and potential disruption for families.
o It highlights the rise of nativist protectionism in
the West.
. Historical background:
o H-1B introduced in 1990 to allow U.S. firms to
hire skilled foreign workers.
o Cap fixed at 85,000/year since 2004, distributed
via lottery by USCIS.
o India traditionally dominates H-1B allocations
(~71%).

Key Facts / Prelims Pointers

Cap: 85,000 visas/year (since 2004).

Applications FY2025: ~3.59 lakh (4-year low).

Indian share: 71% of H-1B visas.

Salaries: ~60% earn less than $100,000 in the U.S.
Fee: $100,000 one-time (not annual).

India’s response: MEA emphasized skilled talent
mobility as a key driver of innovation & bilateral ties.
Expiry: Order is valid for 1 year, but may be extended.

Critical Analysis
Opportunities / Pros

Push for Atmanirbharta in tech sector.
Incentivises India to invest in Al, deep tech, and
alternative markets (Asia, Europe, Russia).
May reduce brain drain in the long term.

Challenges / Cons

Short-term job loss, family disruptions.

Indian IT industry overly dependent on U.S. demand.
High cost per worker may deter hiring, reducing
Indian mobility.

Diplomacy has limited leverage since U.S. domestic
law prevails.

Long-term Implications

U.S. may face shortage of STEM talent.

India needs structural reforms to absorb skilled youth
at home.

Shifts global innovation geography towards Asia.

Way Forward

Domestic reforms: Strengthen India’s digital & Al
ecosystem, boost R&D.

Diversification: Explore alternative tech markets
(ASEAN, EU, Africa).

Skilling: Upskill workforce for Al, robotics, cyber-
security.

Global engagement: Negotiate mobility pacts (like
India-UK Migration and Mobility Partnership).
Corporate role: Encourage Indian IT giants to expand
footprints abroad (Europe, Asia-Pacific).



Uranium unrest

Resource extraction projects should
have the people’s consent

he Centre's decision to mine uranium at
T any cost from Meghalaya, after delibera-
tions with local leaders proved futile, is a
troubling benchmark in India’s history of re-
source extraction. Khasi groups have opposed
the exploration and extraction of large deposits
in Domiasiat and Wahkaji since the 1980s. Re-
cently, the Union Environment Ministry issued
an office memorandum (OM) exempting the ex-
traction of atomic, critical, and strategic minerals
from public consultation. Local groups have al-
ready condemned the OM-based route; one asso-
ciated with the ruling party has called on the
Khasi Hills Autonomous District Council to use its
Sixth Schedule powers to protect tribal rights.
OMs are executive instruments that erode pro-
cedural safeguards and are issued without inde-
pendent scrutiny. In this case, the OM reduces
stewarding communities to bystanders in deci-
sions with profound consequences for them.
This is not the first time that the government has
moved with force on the matter of uranium. The
Uranium Corporation of India Limited has con-
ducted operations in Jharkhand’s Singhbhum dis-
trict for decades. While hearings for expansion
or new mines were met with protests over radia-
tion exposure and loss of livelihoods, villagers
have also alleged that the Corporation issued not-
ices in unfamiliar languages and disregarded ob-
jections. For tribal communities, the experience
has reinforced the perception that their land re-
mains a ‘resource frontier’ for the ‘Rest of India’.
In its conversations with the local leaders, the
state should have respected their refusal, but has
instead signalled that ‘no’ is no longer an accepta-
ble answer. Uranium mining is highly polluting
and can irreversibly alter the landscape. This is
why free, prior, and informed consent, as under
global norms, is essential. If such consent is un-
available, it behoves the same state that instituted
the democratic protections to stop treating urani-
um as the only route to national security or deve-
lopment and to weigh other deposits, substitutes
or even power-generating strategies. Now, the
communities might consider challenging the
OM’s validity in courts, banking on precedents
such as Nivamgiri (2013), and invoking protec-
tions under the Fifth and Sixth Schedules. Se-
cond, the Ministry must withdraw its OM: by ex-
empting the mining of several minerals from
public consultation, it sets a precedent that can
reshape mining governance across India. Finally,
if local protests intensify, the Centre should once
more respond with dialogue: coercion, while
achieving its goal in the short-term, will only
breed resentment later. It is obligated not only to
maintain order but also to ensure that constitu-
tional protections are realised in practice.

KEY HIGHLIGHTS

Context & Background

. Trigger: Union Environment Ministry’s Oftice
Memorandum (OM) exempting extraction of atomic,
critical, and strategic minerals (like uranium) from
mandatory public consultation under the
Environmental Impact Assessment (EIA) process.

. Historical backdrop:

o Meghalaya: Khasi groups have resisted uranium
mining in Domiasiat & Wahkaji since the 1980s.

o Jharkhand (Singhbhum): Uranium Corporation
of India Ltd. (UCIL) has faced repeated protests
due to radiation, land loss, and procedural
violations.

. Why important now: The exemption weakens
procedural safeguards, sidelines Sixth Schedule tribal
protections, and raises national security vs.
environmental justice debates.

Key Facts/Data (Prelims Pointers)

. Sixth Schedule (Articles 244(2), 275(1)) — Special
protections for tribal areas in NE states.

. Fifth Schedule = Protects Scheduled Areas in
central/eastern India.

. Niyamgiri judgment (2013, SC): Upheld Gram
Sabha’s consent as mandatory for mining in
Scheduled Areas.

. Free, Prior, and Informed Consent (FPIC): A
UNDRIP principle for indigenous rights.

. India’s Uranium: Largest reserves in Andhra Pradesh,

Jharkhand, Meghalaya.
. OMs: Executive instruments without legislative
scrutiny, often bypassing Parliamentary oversight.

Critical Analysis
Opportunities/Pros:
. Energy security, reduces import dependence.
. Uranium is vital for India’s nuclear programme.
. Potential local employment and revenue.
Challenges/Cons:
. Bypassing consent = alienates local communities.
. High radiation & irreversible ecological damage.
. Weakening of EIA & precedent for mining
governance.
. Trust deficit = fuels resentment, insurgency risks.
Long-term implications:
. Weakening constitutional protections undermines
tribal autonomy.
. Could set a national precedent — similar dilution in
coal, bauxite, lithium mining.
. Legal backlash — possible SC challenge on
constitutional grounds.

Way Forward
. Withdraw/modify OM to reintroduce public
consultations.
. Implement FPIC norms in line with UNDRIP &
Niyamgiri precedent.

. Explore alternative uranium deposits in less sensitive

areas.

. Invest in renewable energy to reduce uranium
dependence.

. Institutionalise dialogue mechanisms with tribal
councils.

. Strengthen District Council powers under Sixth
Schedule.



e Sawalkote dam

for the project, with the panel set to
decidewhether torecommend clear-
ance withoutcumulative impact and
carrying capacity studies (ClA and
CCS). Thesestudiesare generally seen
as essential to gauge the long-term
ecological and social impacts of large
hydroelectric projects, and anexemp-
tion would effectively fast-track
Sawalkote.

OnJuly 10, lessthan three months
after suspension of the IWT, the
Environment Ministry's Forest
Advisory Committee(FAC) - its clear-
ance is required in parallel with EAC
appraisalif forest land s to be diverted
- granted an exemption from these
studiesat the request of the Ministries
of Power and Home Affairs.

The Secretary, Ministry of Power,
inaJune 11 letter, said thatin the “cur-
rent geopolitical scenario” conduct-
ing a detailed CIA and CCS for these
river basins at this stage may haveim-
plications on the already initiated
clearances and approval processes
and subsequentimplementation/ex-
ecution of important upcoming hy-

del projects in J&K.

The Secretary, MHA, in a June 13
letter, said “the project is of strategic
significance and that the swift dam
construction is essential for leverag-
ing Chenab River's potential”.

While granting the exemption, the
FAC had noted that though CIA and
CCSstudies are aprerequisite for con-
sidering forest clearances in a river
basin, the Sawalkote project was ini-
tiated in 1984, and hence the guide-
lines only have “prospective applica-
bility™. Itsaid that since the guidelines
on these studies were brought in
2013, they may not be retrospectively
applied. The final forest clearance,
though, is subject to environmental
clearance.

First initiated in 1984, the project
has faced delays due to Centre-state
tussles. Under the IWT, the west-flow-
ing Chenab, Indus and Jhelum rivers
are under the control of Pakistan.
Officialsformerly associated withthe
Permanent Indus Commission said
Pakistan had sought information on
the project in the past. But Indianever
shared any information because un-
der the IWT, each is mandated to no-

KEY HIGHLIGHTS

Context & Background
. The stalled Saalkote Dam on the Chenab River (part
of Indus system, J&K) is back in focus as India
pushes hydropower projects after suspending the
Indus Waters Treaty (IWT) in April 2025 following
the Pahalgam terror attack.

. Project initiated in 1984, repeatedly delayed due to
Centre—State tussles and clearance issues.

. With IWT in abeyance, India is strategically
accelerating Chenab-based projects to leverage
western rivers (Indus, Chenab, Jhelum) otherwise

allocated to Pakistan.

. The Environment Ministry’s Expert Appraisal
Committee (EAC) is reappraising NHPC’s 1,865
MW Saalkote HEP for clearance, despite pending
cumulative impact assessment (CIA) and carrying

capacity studies (CCS).

Key Facts / Prelims Pointers

. Installed Capacity: Stage I — 1,406 MW; Stage 11 —

450 MW = Total 1,865 MW.

. Dam type: 192.5 m high concrete gravity dam;
reservoir capacity — 530 MCM, spread over 1,159 ha.
. Forest diversion: 846 ha, including felling of 2,22,081

trees (max in Ramban — 1,26,462).

« Other Chenab Projects: Dulhasti (390 MW), Baglihar

(890 MW), Salal (690 MW).

. EIA Public Hearing: Last held in Jan 2016 —
outdated data. Fresh data collected in 2022-23.

. IWT Clause: Both sides must notify each other 6
months before project construction; India avoided

notifying Pakistan earlier.

. Strategic angle: MHA letter (June 2025) termed
project as “essential for leveraging Chenab”.

tify the other only six months before
construction begins.

Withthe IWT in abeyance follow-
ingthe April 2025 Pahalgam terror at-
tack, the government has pushed
Sawalkote project as a strategic prior-
ity, already floating multiple tenders
for its various components.

The project will divert 846
hectares of forest in Udhampur,
include cutting of 222,081 trees, with
the maximum- 126,462 - tobe felled
in Ramban district. The project’s in-
stalled capacity will be 1406 MW in
Stage-land 450 MW in Stage-I1.

The EAC recommended environ-
mental clearance for Sawalkote HEP
inJanuary2017. However, the finalen-
vironmental clearance orderwas not
issued since forest clearance had not
been granted.

Underthe Environment Ministry’s
ownnorms, projects that fail to secure
in-principle forest clearance within
18 months and rely on envirenmental
datamorethan three yearsold are ex-
pected to update their baseline stud-
ies. For Sawalkote, the mandatory
public hearingwas lastheld in January

2016, whichmeantits original datais
outdated.

The NHPC, however, has said that
it has since collected fresh primary
dataacross three seasons— monsoon
(July2022), winter (January 2023)and
pre-monsoon (May 2023) — to meet
this requirement.

Althoughitisdescribed asa“run-
of-river” scheme, Sawalkote entails
construction of a 192.5-metre-high
concrete gravity damwith a reservoir
capacity of 530 million cubic metres
spread over 1,159 hectares, This has
been acontentious issuein the past.

Hydrology experts and environ-
mentalists from J&K and other parts
of the country had written to the &K
State Pollution Control Board in
January 2016, stating that it was “mis-
leading” to term the project as “run-
of-river” inits environmental impact
assessment study. They had also
pointed out that there is a “bumper-
to-bumper” hydropower situationon
Chenabwith three projects alreadyin
operation - the 390-MW Dulhast
project at Kishtwar, the 890-MW
Baglihar at Ramban, and the 690-MW
Salal project at Reasi.

Critical Analysis

Opportunities / Pros

Boosts renewable energy capacity in J&K —
contributes to India’s clean energy targets.
Strengthens strategic leverage over Pakistan after IWT
suspension.

Generates employment and local revenue in remote
districts.

Provides flood control buffer through large reservoir
storage.

Challenges / Cons

Ecological costs — felling of >2.2 lakh trees;
submergence of 846 ha forest.

Seismic vulnerability — Chenab valley falls in fragile
Himalayan zone.

“Run-of-river” misclassification — actual large dam,
not minimal diversion.

Bumper-to-bumper hydropower projects —
cumulative stress on Chenab ecosystem.
International tensions — Pakistan may cite violation of
IWT spirit even if legally abeyant.

Long-term Implications

Sets precedent for strategic exemption from EIAs —
weakens environmental governance.

Increases India’s hydro-dependence in a climate-
vulnerable region.

May reshape Indus Basin geopolitics, affecting
regional stability.

Way Forward

Conduct CIA/CCS in parallel with construction — to
balance speed with sustainability.

Adopt best practices: fish ladders, sediment flushing,
compensatory afforestation.

Strengthen community consultation to reduce local
opposition.

Explore pumped-storage hydro + solar-wind-hydro
hybrid models to minimize ecological cost.

Reframe India’s post-IWT water strategy with clear
diplomatic + ecological safeguards.



NO BIG DEAL

Saudi-Pakistan defence pact shouldn’t alarm India. But Delhi
needs to reflect on its security stakes in West Asia
MDIA HAS DONE well to react with restraint to last week’s signing of the Strategic
Mutual Defence Agreement (SMDA) between Saudi Arabia and Pakistan. Over the
past decade, Delhi has built an increasingly substantive partnership with Riyadh;
Saudiofficials also appear to have kept India informed about their talks with Pakistan.
This has spared New Delhi the temptation for an over-the-top response of the kind so visi-
bleon social media The pactis undeniably important for the kingdom and for the West Asian
region, where India's stakes have grown rapidly. Amid India’s current tensions with Pakistan,
it deserves careful assessment. Saudi motivations for rebooting its long-standing security
ties with Pakistan are not hard to discern. Signals from the Trump Administration that
‘Washingtonis nolonger a reliable security guarantor for the Arab Gulf—despite the region’s
lavishindulgence of the US President — have compelled Rivadh to diversify its options. Israel's
growing military assertiveness — bombing Arab targets withimpunity — has added urgency.
And America’sinability to“defang” Iran — its nuclear programme and its prosies that threaten
the Kingdom — has left Riyadhi little room for complacency.

Yert, much of the commentary about a Pakistani “nuclear umbrella” for Saudi Arabia and
the Gulfisexaggerated. Having long financed Pakistan's faltering economy, and even under-
written parts of its nuclear programme, the Saudis are now merely collecting old 10Us in
Rawalpindi. It is Pakistan's establishment that is taking the real risk by posing as a Gulf se-
curity provider. Since Partition, the Pakistan Army has offered various low-level security
services to Saudi Arabia and other Gulf monarchies. But it is in no position to confront either
Israel —withits unlimited US backing — or Iran, adifficult neighbour for decades. Domestic
opposition in Pakistan further constrains Rawalpindi. In 2015, for example, Pakistan's par-
liament unanimously rejected participation ina Saudi-led coalition against the Iran-backed
Houthis, The simplest explanation for the latest bravado may lie inthe ambitions of Pakistan's
army Asim Munir, who seems to be reaching for foreign-policy adventures to shore up his
position at home,

Delhi, therefore, has little reason for panic. But the pact should still prompt reflection on
India's reluctance to extend security support to partners in the Gulf. But can India forever re-
main amercantilist by-stander in the Gulf? Despite the growing salience of its partnerships
in the Gulf, Delhi has chosen to stay on the margins of the region’s geopolitics. This may be
anopportune moment for Delhi to debate the prospects —and constraints — of a more ac-
tive involvement in the region's security.

KEY HIGHLIGHTS

Context & Background

. What happened: Saudi Arabia recently signed a
strategic security pact with Pakistan, rebooting long-
standing ties amid rising regional tensions.

. Why important: India shares close economic and
strategic relations with Saudi Arabia and has an
increasingly high stake in Gulf security dynamics.
The pact also comes amid India-Pakistan tensions,
raising potential implications for Delhi’s regional
posture.

. Historical background:

o Saudi-Pakistan relations historically involve
military cooperation, financial aid, and security
coordination.

o Delhi has been building substantive ties with
Riyadh over the past decade, including energy
partnerships, defense engagements, and strategic
dialogues.

o Pakistan’s nuclear capabilities and military
adventurism have often been leveraged to
influence Gulf security perceptions.

Key Facts/Data (Prelims Pointers)
. Pakistan has historically received financial and
strategic support from Saudi Arabia.
. Pakistani parliament rejected participation in Saudi-
led coalition against Iran-backed Houthis in 2015.

. Signals from the US (e.g., under Trump) indicated
decreased reliability as a security guarantor in the
Gulf, prompting Riyadh to diversify partnerships.

. Israel’s growing military assertiveness and Iran’s
nuclear program heighten Saudi concerns.

. India has maintained a largely mercantilist/neutral
posture in Gulf security.

Critical Analysis
. Opportunities:

o India can strengthen strategic ties with Gulf
partners, potentially enhancing security and
economic cooperation.

o Delhi can leverage its historical goodwill in
Riyadh to maintain influence despite Pakistan-
Saudi rapprochement.

. Challenges:

o India’s current cautious stance may limit its role in
Gulf security dialogues.

o Risk of being sidelined in strategic calculations if
Saudi-Pakistan security ties deepen.

o Domestic tensions with Pakistan may amplify
external pressures on India’s Gulf policy.

. Long-term implications:

o India may need to transition from a mercantilist
approach to a more proactive security-involved
diplomacy in West Asia.

o Strategic hedging against China-Pakistan
influence and regional instability could become
necessary.

Way Forward

. India should engage in structured security dialogues
with Gulf nations, balancing economic, defense, and
diaspora interests.

. Establish multilateral frameworks with Gulf and
Western partners to address regional threats
collectively.

. Consider small-scale security partnerships without
overstretching commitments, maintaining strategic
restraint while signaling credibility.



The problem with low inflation

Inflation has fallen sharply in recent months and is expected to stay subdued. But while this is anet
positive for consumers, it is a problem for the government’s Budget mathematics. Here's why

SIDDHARTH UPASANI
NEWDELHI SEFTEMBER 21

EARLIER THIS manith, twio sets of inflation
data were released by the government and
bothwere heamening for Indian househalds,

First came theretail inflationdata, which
showed that Consumer Price Index-based
(CF1} inflation stood at 2.07 per cent in
August, Next was inflation based on the
Wholesale Price Index (WP with pricesup
amere 052 per cent from August 2024,

However, while these subdued price in-
creqses area boon for Indian consumers, they
are a problem for the government and its
Budger math.

The growth angle

Inflation matters to the fiscal arithmetic
via the GDP — the nominal GDP. to be pre-
cise, While the GDP growth figure usually
cited is after adjusting for inflatien toarmive
at the *real GDP growth rate’, the number
more relevant for the govemment's accounts
isthe unadjusted, or nominal GDP

Data rebeased last month showed Indii's
real GDP growth rate unexpectedly rose toa
Five-quaser highof 78 per centin Apeil-June.
Hewever, the ‘nominal’ GDP growth rate was
at a three-quarter low of 88 per cent. And
this is crucial, for it is lower than what the
FOVEMMMENT £X] !

Inthe Union Budget for 2025-26, pre-
sented on February 1, the finande ministry
had assumed that India’s nominal GDPin the
currentfiscal would be s 357 lakherore, 101
per cent higher from the revised estimate of
Re324 lakh croce for 2024-25.

The growth in nominal GOP assumed in
the Budget is impartant as it is used to guide
how much tax collections may rise in the
coming year, For instance, the 2025-26
Budget projected that the central govern-
ment’s net tax revenue would rise just un-
der 11 per cent.

However, withinflation being low. nom-
inal GDP growih has been weaker than antic-
ipated sofar this year — GDP, after all, is just
the final value of goods and services ina year,
and low growth in prices can lead to CDP
growvth being subdued evenif production in-
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creases somewhat. Inthe first fremonths of
2025-26, WPl inflation has averaged 001 per
cent as against the 2024-25 average of 23
percent, Average CPl inflation, meanwhile,
has fallen to 2.4 per cent from 4.6 per cent
Last year.

The impact of weak price increases and
nominal CDP growth is showing up in the
government's finances: latest data shows
that in April-July, the Central government's
£T0ss [ eVenue wasup just 1 per centyear-
on-year,while net ta revenue wasdown 7.5
percent.

“While the low inflation trajectory is
good news for the consumers, it is not so
good for the government balance sheet.”
Paras Jasrai, an economist at India Ratings &
Research, said. “Impact of slower GDP
growth is already visible in government fi-
nances and tax collection growth trailing
FY26 budget targets.”

KEY HIGHLIGHTS

Context & Background

. Recent inflation data (CPI and WPI) show very low
price rises in India: CPI at 2.07% in August 2025,
WPI at 0.52% YoY.

. Low inflation is beneficial for consumers but poses
challenges for the government’s fiscal arithmetic and
Budget targets, as it affects nominal GDP growth,
which underpins revenue and fiscal deficit

calculations.

Missing nominal GDP growth
targets

Tobe sure, nominal GO growth regularky
risses the government’s Budget assump-
tion; after all, making economic forecasts is
difficult at the best of times, Over the last 13
years, actual nominal GDP growth of the
Indian economy has been lower than the
Budget assumption on nine occasions. The
recent past, though, is in the govemment's
Eavours in three of the Last four years, nomi-
nal growth has been higher than what the
Budget had anticipared.

There is also what is called the base ef-
fiect. The GDP for 2024-25 has now been re-
vised higher by 2 per :rnlm Rs 331 lakh
crore, Thismeans that to the Budget as-
sumption of Rs 357 lakh crurt[urll‘l:clmtnl
fisgal, neminal GDP growth only has tobe 8

per cent.
Meeting this nominal CDP numberisim-

. Historically, nominal GDP growth often misses
Budget assumptions, but in recent years it slightly
exceeded expectations.

Trigger: Release of August 2025 CPI and WPI inflation

data.

Key Facts/Data (Prelims Pointers)

. CPI Inflation: 2.07% (August 2025)

. WPI Inflation: 0.52% (August 2025)

. Real GDP Growth (Q1 FY26): 7.8%

. Nominal GDP Growth (Q1 FY26): 8.8% (Budget
target: 10.1%)

. Budget 2025-26 Assumption: Nominal GDP Rs 357
lakh crore; net tax revenue growth ~11%

. Central Government Revenue (April-July FY26):
Gross tax +1% YoY; Net tax -7.5% YoY

. Fiscal Deficit Target FY26: 4.4% of nominal GDP

. Debt-to-GDP Target FY26: 56.1%

portant for twe key indicators: the fiscal
deficit and Central government debe, both of
which are measured as a percentage of the
nominal GDE As long as the nominal GDP
number is achieved, the fiscal deficit target
of 4.4 per cent.and the debt-to-GDP ratio es-
timateof 56,1 percent will be satisfied — as-
suming the fiscal deficit does not excecdithe:
Budget estimate.

However, the growthin nominal GDF, ir-
respective of the absolute level of nominal
GDP cannot be ignored. Economists already
expect the nominal GIP growth 1o be well
below the Budget estimate, with those from
Morgan Stanley expecting it tocome inu 83
pﬁcm fior the full year.

afurther decline r nal
ymhl'rnm&ﬁpucm‘tm&pnl -June. This
is likely, given the reductions in GST rates
coming into effsct — which will, hopefully,
lead to price cuts and a decline in inflation.
This willimpact nominal GDP growth,

Is low inflation bad?

Low inflation is not always bad when it
‘comes to impacting nominal GOP growth.
mtmmnun,nnsw lrsbmrlwﬂs
are subdued because of oversupply and
weak demand.

However, a Reserve Bank of India {RBI)
study from last month showed that while

fvate companies saw a 5.5 per cent rise in
sales in Apnil-June, their net profit rose at a
far mone rapid 17.6 per cent. For private man-
ufacturers, the variation wis even more stark
on account of caoling global commadity
prices: sales pose 5.3 per cent while net profic
'was up 7.7 per cent. But will companies use
these profits to invest?

“...we have a situation where corporate
profitmargin ane rabust (and companses are
alsorepartedly sitting on large cashpile), but
the capex sentiment hasstayed weak,” econ-
‘omists from WK1 Securities Primary Deale-
rship said ina noteon August 31 "5trong pro-
ductivity growth could be one potential
theonetical reason for low inflation. However,
that doesn't appear to be the case given
weaker capex backdrop. Moreover, there
would nat be much reason to worry about
urban wage growth and demand if produc-
tivity growth wasrising™

Static Linkages

Economy: CPI, WPI, GDP concepts,
fiscal deficit, public debt

Finance & Budgeting: Nominal vs real
GDP, tax revenue targets, Budget
assumptions

Industrial Policy: Corporate profits,
capex trends, productivity

RBI & Monetary Policy: Inflation
control, supply-demand dynamics

Critical Analysis
Opportunities / Pros:

Low inflation increases consumer
purchasing power.

Stable prices can promote long-term
investment planning and economic
predictability.

Challenges / Cons:

Weak nominal GDP growth reduces
government revenue from taxes.
Fiscal deficit targets may be harder to
achieve without expenditure cuts or
revenue augmentation.

Low inflation could signal weak
demand, despite corporate profit
growth, limiting capex and job
creation.

Long-term Implications:

Sustained low inflation combined with
weak nominal GDP growth could
pressure fiscal consolidation.
Government may need to rethink tax
projections and stimulus measures to
ensure adequate revenue.

Risk of a deflationary environment if
low prices reflect weak demand rather
than supply surplus.

Way Forward

Encourage productive investment
(capex) using tax incentives and public-
private partnerships.

Monitor sectoral demand-supply
balance to ensure low inflation is not
demand-driven.

Consider dynamic tax planning to
adjust for lower nominal GDP growth.
Global best practice: Japan and
Eurozone experience shows
maintaining balance between price
stability and fiscal health is critical.



