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Zero tariff textiles exports to

U.S. possible for India: Goyal

Commerce Minister says India will receive concessions on textiles exports as Dhaka got through
its deal with Washington: the agreement is being finalised, will have details in fine print, he adds

T.C.A. Sharad Raghavan
KEW DELHI

ndia will receive the

same henefits on tex-

tiles exports under its
interim trade agreement
with the U.S. as Bangladesh
gained through its own
deal, Commerce Minister
Piyush Goyal said on
Th

“Just as Bangladesh has
a facility that if raw mate-
rial is purchased from
America, then if you pro-
cess it and make cloth and
export it, then it will be
available at zero reciprocal
tariff, India also has the
same facility and India will
also get it,” he said.

The Minister pointed
out that India's agreement
with the LLS, is s1ill being fi-
nalised. “When the interim
agreement s finalised,
then you will get o see this
In the fine print.” Mr. Goyal
told presspersons.

‘Trade provisions

Under the Bangladesh-US.
deal inked on Monday, re-
ciprocal tariffs on Bangla-
desh's exports to the US.
will be reduced to 199 ov-

Bangladesh has a faciliny
that i row mesterial is
purchased from America. then

it [resctiles exports] will be

available at oo reciprocal il |
Trnclicn sabsan haxs thee ssaime Eacility

b
] Il will abso gt it [iradke 't
benefits] -
PIYUSH GOYAL
Union Commerce Minister

erall. However, the deal al-
so has a provision saying
that if Bangladesh imports
cotion from the US., then
the tariffs on its textile ex-
ports will fall to 0%.

The Congress had at-
tacked the Centre regard-
ing this clause, with Leader
of the Opposition in the
Lok Sabha Rahul Gandhi
saying that India, which is
expected to see tariffs of
18% on exports to the U8,
under the Interim agree-
ment, has already been
rendered uncompetitive in
textiles even hefore the
agreement is signed. “He
[Rahul Gandhi] spread
another lie in Parliament
that Bangladesh has got
more benefits from the

KEY HIGHLIGHTS

Context

trade deal than India” Mr.
Gayal said.

In an interview with The
Hindu earlier this week, he
said that the interim deal is
expected to be signed in
mid-March.

‘Farmers will benefit"
The Commerce Minister
added that Indian farmers
also stand to benefit from
increased exports to the
European Union, the Unit-
ed Kingdom, Switzerland,
Morway, and Australia due
to India’s free trade agree-
ments with these countries
and groupings.

This latest shift in the
contours of the India-US.
deal is not & new one. The
U.S. government on Wed-

MEA refuses to
deny claims on
Russian imports

NEW DELHI

After a U5, official said that
India had cut import of Russian
oil, a3 the U5, “wanted [India]
10,” the Ministry of External
Affairs hars once again refused
o derry the claims. o PAGE 8

amended a fact
sheet it had uploaded a few
days earlier, by removing
references  to  “pulses”,
“agricultural  products”,
and “digital service tax".
The new version of the fact
sheet also said India “in-
tends” to buy $500 billion
warth of American goods
as opposed to the earlier
phrasing that said India
has “committed 1o buy*
this amount.

. Krishnaprasad, a se-
nior functionary of Samy-
ukt Kisan Morcha, said the
organisation will examine
the impact of Bangladesh-
United States deal on cot-
ton farmers in India.

(With inputs from AM.

Jigeesh)

* Indiais finalizing an interim trade agreement
with the United States.

e Bangladesh recently secured a trade
arrangement with the U.S. that reduces
reciprocal tariffs to 19% overall.

* Akey provision in the Bangladesh-U.S. deal
allows zero tariff on textile exports if raw
cotton is imported from the United States.

e The Government of India has stated that India

will receive similar benefits under its interim
agreement.
e Theissue has implications for India’s textile
exports and cotton farmers.

Key Dimensions of the Issue
1. Textile Sector Importance in India
e Contributes ~2% to GDP.
e Accounts for ~11% of total exports.
e Employs around 45 million people directly.
* Indiais among the largest producers and
exporters of cotton.
2. Nature of the Clause

e Conditional tariff concession linked to sourcing

of raw materials (U.S. cotton).
¢ Falls under “Rules of Origin” framework in
trade agreements.
e Encourages integration into supply chains

aligned with the partner country.

3. Trade Policy Implications
* May improve India’s competitiveness in the
U.S. textile market.

e Could influence domestic cotton demand

patterns.

Reflects a shift towards strategic and sector-
specific trade negotiations.

Static Concepts

Comparative Advantage theory.

Tariff vs Non-tariff barriers.

Rules of Origin in FTAs.

WTO’s Most Favoured Nation (MFN) principle
and exceptions under Article XXIV of GATT.
Balance of Payments - impact of imports and
exports.

Agreement on Agriculture (WTO).

Cropping pattern — cotton cultivation in black
soil regions.

Issues and Concerns

Possible impact on domestic cotton farmers if
imports from the U.S. increase.

Risk of dependency on imported raw materials.
Trade diversion effects.

Interim agreement may lack long-term
stability.

Need to ensure WTO compatibility.

Opportunities

Enhanced access to U.S. market.
Strengthening India-U.S. strategic partnership.
Greater integration into Global Value Chains.
Potential export growth in labour-intensive
sector.

Way Forward

Protect farmer interests through MSP and
support mechanisms.

Promote value-added textile manufacturing
under PLI scheme.

Maintain balanced Rules of Origin to
encourage domestic value addition.
Diversify export destinations to reduce
vulnerability.

Ensure transparent and stakeholder-based
trade negotiations.



Retail inflation at 2.75% in
new Consumer Price Index
with 2024 as the base year
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Context

e The Ministry of Statistics and Programme
Implementation (MoSPI) released a new
Consumer Price Index (CPI) series with 2024 as
the base year, replacing 2012.

* Retail inflation (CPI-based) for January 2026:
2.75%.

* Revision based on Household Consumption
Expenditure Survey (HCES) 2023-24.

e Linking factor provided for comparison with
earlier data.

Key Changes
Increase in Items Covered
e Total items: 358 (earlier 299)
o Goods: 308
o Services: 50
e Rural markets: 1,465 (earlier 1,181)
e Urban markets: 1,395 (earlier 1,114)
e 12 online marketplaces included for price
collection.

Category Old Weight New Weight
Food & 45.86% 36.75%
Beverages

Housing (incl. 10.07% 17.67%
water,

Clothing & 6.53% 2.38%
Footwear

Paan & 2.38% 2.99%

Tobacco

Structural Changes
e Groups increased from 6 to 12 categories.
* New separate groups include:
Health
Transport
Education
Information & Communication
Restaurants & Accommodation
Personal Care

O O O O o o

Static Concepts

e CPlis compiled by MoSPI.

* Based on Laspeyres Index Method.

e RBIl uses CPl under Flexible Inflation Targeting
(FIT).

e Inflation target: 4% + 2%.

e CPI Types:
o CPIRural
o CPl Urban
o CPI Combined

Importance
Why Revision Matters?
¢ Reflects new consumption patterns.
e Captures growth of services and digital
economy.
e Makes inflation data more realistic.
e Helps RBI in better monetary policy decisions.

Critical Analysis
Advantages
e Updated and realistic basket.
e Reduced food weight - less volatility.
* Inclusion of online data improves coverage.
e Better policy calibration.
Concerns
¢ Limited historical comparison initially.
¢ Reduced food weight may dilute food inflation
impact.
¢ Data reliability from online platforms needs
monitoring.

Way Forward
e Regular base revision every 5-7 years.
e Improve rural and digital data quality.
* Increase transparency in methodology.
* Public awareness about inflation calculation.



DAC clears purchase of 114 Rafales for IAF, and six P-81 aircraft for Navy

Saurabh Trivedi
NEW DELHI

The Defence Acquisition
Council, chaired by De-
femce Minister Rajnath
Singh, on Thursday ac-
corded Acceptance of Ne-
cessity (AoN) for capital ac-
quisition proposals worth
approximately 3.6 lakh
Crore.

The proposals include
114 Rafale fighter jets from
France for the Air Force
and six P-81 longrange
maritime reconnaissance
aircraft from the United
States for the Navy.

The Defence Ministry
said that for the IAF, the
AoN was approved for the

procurement of 114 multi-
role  fighter  aircraft
(MRFA), combat missiles,
and an air-ship-based high-
altitude pseudo  sagellite
(AS-HAPS). The Rafale jets
are expected to significant-
ly enhance the IAF's air-do-
minance capability across
the full spectrum of con-
flict and strengthen its
long-range offensive and
deterrence posture,

Manufacturing in India
A majority of the aircraft
will be manufactured in In-
dia, providing a boost to
domestic defence
production.

The Ministry further
said that the combat mis-

KEY HIGHLIGHTS

Context

Air power: Most of the jets will be manufactured in India, providing
a boost to domestic industry. K MURALI KUMAR

siles would enhance the accuracy.
IAF's stand-off ground at- The AS-HAPS platform
tack capability with deep-  will be deploved for persis-

strike precision and high  tent intelligence, surveil-

lance and reconnaissance
(I5R), electronic intelli-
gence (ELINT), telecom-
munications and remote
sensing  for
applications.

For the Army, the DAC
accorded AoN for the pro-
curement of anti-tank
mines (Vibhav) and the
overhaul of vehicle plat-
forms of armoured recov-
ery vehicles (ARVs), T-72
tanks and infantry combat
wvehicles (BMP-ID).

The Vibhav mines will
serve as an anti-tank obsta-
cle system to delay and dis-
rupt advancing enemy me-
chanised forces. The
overhaul of existing ar-
moured platforms is aimed

military

e AS-HAPS:
o Persistent ISR platform operating at high

* The Defence Acquisition Council (DAC),
chaired by the Defence Minister, granted

Acceptance of Necessity (AoN) for capital .
acquisition proposals worth ¥3.6 lakh crore.
e Major approvals include:
o 114 Multi-Role Fighter Aircraft (MRFA) for
the Indian Air Force (likely Rafale platform).
o 6 additional P-8I maritime reconnaissance

aircraft for the Navy.

o Combat missiles and Air-Ship Based High-

Altitude Pseudo Satellite (AS-HAPS). °
o Vibhav anti-tank mines and overhaul of T-
72, BMP-I1, ARVs for the Army. "

o 4 MW marine gas turbine generator under

Make-| category.

o EO/IR systems for Coast Guard Dornier .

aircraft.

* One of the largest defence capital acquisition
clearances in recent years.

Key Points for Prelims

e Acceptance of Necessity (AoN): .
o First stage of capital procurement under
Defence Acquisition Procedure (DAP),
2020.
o Validity period generally 6-12 months for

further processing.

* Make-I Category (DAP 2020):
o Government-funded indigenous design &

at extending their service
life and ensuring opera-
tional readiness, it added.

The Navy received AoN
for six additional 81 long-
range maritime reconnais-
sance aircraft from the
U.S., along with a 4 MW
marine gas turbine-based
electric power generator.
The P-81 aircraft will signif-
icantly bolster the Navy's
long-range anti-submarine
warfare, maritime surveil-
lance and maritime strike
capabilities.

Reducing dependence

The induction of the ma-
rine gas turbine-based gen-
erator under the Make-l ca-
tegory of the Defence

altitude for surveillance and
communication.

Vibhav Mines:
o Anti-mechanised obstacle system to delay

enemy armoured thrust.

e EO/IR Systems:
o Enhance maritime domain awareness and

coastal security.

Static Linkages
Defence falls under Union List (Seventh
Schedule).
Article 53 - Executive power of the Union
vested in the President (Supreme Commander
of Armed Forces).
DAP 2020 objectives:
o Indigenisation
o Time-bound procurement
°o Transparency
* India among top global arms importers (SIPRI
data).
Maritime security linked to:
o 90% of India’s trade by volume (Economic

Survey).

Acquisition  Procedure,
2020 is expected to reduce
dependence on foreign
manufacturers and en-
hance self-reliance in naval
power generation systems.

For the Indian Coast
Guard, the AoN was grant-
ed for the procurement of
electro-optical/infrared
(EQYIR) systems for its Dor-
nier aircraft. The systems
will enhance maritime sur-
veillance and strengthen
coastal security
operations.

The approvals mark one
of the largest capital acqui-
gition clearances in recent
years, underlining the go-
vermment's thrust on force
maodernisation.

e Two-front security challenge (Western &
Northern borders).

¢ Role of Integrated Theatre Commands
(proposed reforms).

development. Critical Analysis
o Up to 70% funding support. Positives
* MRFA (114 Aircraft): * Strengthens deterrence against China &
o Intended to address declining IAF squadron Pakistan.
strength (sanctioned strength: 42 e Enhances maritime surveillance in Indian

squadrons).
e P-8| Aircraft:

o Long-range maritime surveillance & Anti-

Submarine Warfare (ASW). °

Ocean Region.

Promotes Atmanirbhar Bharat in defence
manufacturing.

Life extension of legacy platforms ensures
cost-effectiveness.

Boost to private defence industry & MSMEs.



Concerns

High capital expenditure may strain fiscal
space.

Continued reliance on foreign OEMs.

Delays and cost overruns historically common.
Limited technology transfer risks.

Way Forward

Accelerate indigenous fighter programs (e.g.,
AMCA).

Ensure strict timelines under DAP 2020.
Strengthen DRDO-private sector
collaboration.

Develop domestic aero-engine capability.
Enhance jointness via Theatre Commands.
Balance modernisation with fiscal prudence.




SCrefuses to give nod for
Haryana govt.s jungle
safari project in Aravalis

Key Issues
e Definitional ambiguity of Aravalli hills may weaken

environmental protection.
Top court says it will not allow amyone to touch the hill ranges until the expert committee gives its

apinion; refuses w hear the safari plan and says will consider issue along with the main matter

 Trust of India
NEW DELHI

he Supreme Court 8 !

on Thursday sald it

will mot  allow
“anyome 1o touch the Ara-
valis™, refusing 1o permit
the Haryana government
w submit a detadled plan
on junge safari till a defini-

tion of “Aravali range” is |

clarified by experts.

A Bench of Chief Justice
Surya Kamt and Justices
Joymalya Bagehi and Vipal
M. Pancholi said that the is-
sue of jungle safarl will be
dealt with when It consid-
rs the main matter on the
Aravali mnge.

Counsel for Haryana
said that they have revised
the detailed project report
(DPR) of the safari project
from 10,000 acres to over
3,300 acres. He sald all
they want Is to be allowed
to furnish the DPR 1o the
central empowered con-
mittee (CEC) for their

examination.

Thee Bench sakd, “We are
nod experts. The experts
will decice the definition of
Aravall. Tl the definithon

=

3 ¥
The sadari progect alms to:set up big cat zones and house hundreds
of spacics of binds and reptiles in the Arvali rangs. s

of the Arzvali range ks final-
ised, we will not allow
anyone totouch the Arava-
lis”

Gl Kant said that the
Aravali is not only of Ha-
ryana or Rajasthan but it is
a range which traverses
many States. “We will deal
with this kssue of safar
with the main matter,” he
tald the counsel for the Ha-
ryana government, who
sald that the main matter is
altogether  different and
the issue of safari is
different,

“Sometimes, the CEC is

abso very sebective in giving
its permission. If we per-
mit this, they will give a ve-
Fy rosy picture that these
are the trees, wildlife and
forests,” the Bench
observed.

CJI Kang said that once
the expert comminee's
apinkon comes, it will deal
with the safari project.

Stalled project

In October last year, the
top court stalled the pro-
posed mega ‘Aravali Zoo
Safari project’, touted o be
the world's biggest zoo-2a-

fari by
gavernment
The zo0 wafari project
aims to set up big can 2ones
and house hundreds of
species of birds, reptiles
and busterflies in nnr:prmd
10,000 acres inthe eco-fra-
gile Aravali range in Guru-
gram and Nuh districts.
The togr court was deal-
ing with a petition jointly
fibed by five retired Indian
[Forest Service officers (IFS)
and NGO “People for Ara-
valis' alleging the project
would spedl doom for the
already damaged Aravall

range.

on December 25, amid
the outcry aver the new
definition of Aravalis, the
top court kept in abeyance
its directions of November
20 last year which acoept-
ed a uniform definition of

the Haryana

these hills and ranges, say-
ing there is a need w re-
sofve “critical ambiguities*
inclieding wivether the 100-
metre elevation and the
S00-metre gap between
hills criteria will strip sk
nificant portion of the
range of environment
protection.

KEY HIGHLIGHTS

Context of the News

The Supreme Court of India refused to allow
the Haryana government to proceed with the
proposed Aravalli Jungle Safari project until
the definition of the “Aravalli range” is finalised
by experts.

The Bench observed that “no one will be
allowed to touch the Aravalis” until scientific
clarity is achieved.

Earlier, the Court had stalled the mega zoo-
safari project (initially 10,000 acres, later
reduced to ~3,300 acres).

The matter involves ecological concerns raised
by retired Indian Forest Service officers and
environmental groups.

The Court has kept in abeyance its earlier
acceptance of a uniform definition of Aravalis
due to “critical ambiguities.”

About the Aravalli Range

One of the oldest fold mountain systems in the
world (Precambrian origin).
Extends ~800 km from Gujarat through
Rajasthan and Haryana to Delhi.
Ecological functions:
o Acts as a barrier against desertification
from the Thar Desert.
o Critical groundwater recharge zone for
NCR.
o Supports dry deciduous and scrub forest
ecosystems.
Threats:
o Mining, urbanisation, infrastructure
expansion, deforestation

e Debate between:

o Conservation priorities

o Development-driven eco-tourism projects
Inter-state dimension: Aravallis span multiple
states.

Role of judiciary in enforcing the Precautionary
Principle.

Relevant Constitutional & Legal Provisions

Article 21 - Right to life includes right to a clean
environment.

Article 48A - Directive Principle for environmental
protection.

Article 51A(g) - Fundamental duty to protect natural
environment.

Environment (Protection) Act, 1986 - Power to
declare eco-sensitive zones.

Forest Conservation Act, 1980 - Restricts diversion
of forest land.

Wildlife Protection Act, 1972 - Habitat conservation.

Principles Involved

Precautionary Principle
Sustainable Development
Inter-generational Equity
Doctrine of Public Trust

Analytical Dimensions
Why Aravallis are ecologically critical?

Prevent desert expansion.
Maintain regional climate balance.
Recharge aquifers.

Act as biodiversity corridor.

Concerns with Large-Scale Safari Project

Habitat fragmentation.

Increased anthropogenic pressure.
Commercialisation of eco-sensitive zone.

Risk of weakening legal safeguards via definitional
dilution.

Counter-Arguments

Eco-tourism generates livelihood.
Controlled tourism can aid conservation awareness.
State autonomy in development planning.

Way Forward

Scientific mapping using GIS and remote sensing.
Notify ecologically sensitive zones clearly.
Promote low-impact eco-tourism models.
Strengthen inter-state conservation framework.
Community participation (Joint Forest
Management).

Landscape-level restoration of degraded Aravalli
areas.



Vande Mataram, its six stanzas and a settled question
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Context of the News

e On 28 January 2026, the Union Ministry of
Home Affairs (MHA) reportedly directed that
all six stanzas of Vande Mataram be played at
official functions.

e The orderincludes the four later stanzas
invoking Hindu deities such as Durga, Lakshmi

and Saraswati.
e Historically:

o In 1937, the Congress Working Committee
restricted official use to the first two

stanzas.

o On 24 January 1950, President Rajendra

the greater

Prasad declared:

= Jana Gana Mana as the National

Anthem.

= Vande Mataram to be honoured equally
as the National Song (limited to two

stanzas).

e Theissue has revived debates around
secularism, freedom of conscience, and

executive power.

Key Points for Prelims
e Vande Mataram:

o Written by Bankim Chandra Chatterjee.
o Appeared in the novel Anandamath (1882).
* National Anthem:
o Jana Gana Mana officially adopted on 24
January 1950.

* National Song:

o No constitutional provision explicitly

defining or mandating it.
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e Article 51A(a):
o Duty to respect the Constitution, National Flag
and National Anthem.
o Does NOT mention National Song.
e Prevention of Insults to National Honour Act, 1971:
o Provides statutory protection to:
= National Flag
= Constitution
= National Anthem
o Does NOT include National Song.
¢ |n Bijoe Emmanuel v. State of Kerala (1986):
o SCupheld right to remain silent during National
Anthem.
o Protected under Articles 19(1)(a) and 25.

" Static Linkages

e Article 19(1)(a) - Freedom of speech and expression
(includes right to silence).

e Article 25 - Freedom of conscience and religion.

e Article 73 - Extent of Union executive power.

e 42nd Constitutional Amendment Act, 1976 - Added
Fundamental Duties.

e Secularism — Basic Structure (Kesavananda Bharati
case).

e Constitutional Morality — Concept emphasized by
B.R. Ambedkar.

Critical Analysis
Constitutional Issues
¢ National Song has no constitutional or statutory
mandate.
e Compulsion may violate:
o Article 19(1)(a) - Freedom of expression.
o Article 25 - Freedom of conscience.
e Supreme Court precedent protects right not to sing.
Secularism Debate
e |ater stanzas invoke specific deities.
e Indian secularism = equal respect to all religions.
e State endorsement of religious symbolism may raise
concerns.
Executive vs Legislature
e Executive order without parliamentary enactment.
e Raises question of constitutional propriety.
Ethical Dimension (GS4)
e Tension between:
o Civic nationalism
o Religious symbolism
e Constitutional morality vs majoritarian sentiment.

Way Forward

e Align executive actions with Supreme Court
precedents.

e Restrict official version to first two stanzas
(historical practice).

e Ensure participation is voluntary.

e Promote inclusive civic nationalism.

e Encourage constitutional literacy in schools.



The hidden cost of insurance distribution

commissions. The bulk - nearly moncrenotatic Lin kages

‘nelia's life insurance industry pail 360,750
<rore in commissions in FY2025, By itself,
1he figure i¢ not extracrdinasy for a sector of

‘this scale, What should alarm regulators and

palicyrmakers is the trend. I a single year,

commission payouts surged 16% while premium
gromth managed only 6.7%, Distribution costs ane
1w rising neasly three times Easter than the

‘baniness they ane meant (o support. The Reserve

Bank of Indiz (RBI) has expressed concern about

this divergence in its Financial Subility Report

(December 2025).

Public insurers show beter cost discipline,
‘while several privaie insurers = especially after
202223 - exhibit steeper commission escalation,
For palicyhodders, this divergence is not
theoretical, Over the life of a typlcal policy, it
ranalates into tens of thousands of rupsees of
foregone value — not because of frawd or
misconduet, but becaese of how bargaining
power s concentrated across certain distribution
channels.

Fublic and pr ance
FY2025 data reveal something mare fundamental
thin hessdline cost inflation — an exposure of a
structural bifurcation, The Life Insurance
Corparation of India (LIC), which sources nearly
5% of ies business through its agency foroe, sw
il commission ratio decling from 5.45% to 317%
despite modest premium growth of 2,85, In
contrast, insurers heavily dependent on alternate
«channels - bancassurance, brokers, insurance
marketing firms - saw commission ratios rise
sharply from 7.21% to 5.95%, a 174-basispoint
Jump n a single year, Commission expendinme
by private insurers surged 38.5%, from £25,564
«crore to £35,49 crore.

Thi LIC and a few Hsted private insurers
exhibét beimer cost controd, while oihers show
steep increases, pulling up private-sector
averapes. This 200 hasis-point divergence
‘between public and private life insurers —
operating under identical regulations, selling
similar products, 2nd competing for the same

customers - can largely be explained by two.
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KEY HIGHLIGHTS

Context

warishles: channel composition and the share of
singhe-premitm versis non-single-premium
busines. Insurers with an agency.dosninated
model display cost discipline: those reliant on
alternate channels show cost escalation. This is
ot coerelation = it is strcural causation.

lies in
Twenty mllfemmmmehrmrtmmlw
with banks 400,000

FY125 - acrues to corporate intermadiaries,
particularly banks and i marketing
firms, which command customer access at scale,
Thils i & market-structure s, not an
agent-conduct ismue,

Several popular remedies fil to address this
reality, Clawbacks make imermediary cash flows
undertain, en risk aversion and exit

Banks can reallocate business, switch insurer
partners, of adjust shell space with relathe ease.
Insurers face high switching costs: bailding
alernate dissribution a1 seale requires years and
substantial capital. The ovtcome is prediciable =
pricing power concentrates with distribution
intermidiaries, and commission inflation follows,
Markets md o Incentives, mot intent.
Histerically, the Insurance Regulatory and
Development Authoriny of India (IRDAL imposed
pro<luct-wise commission caps, limiting payouts
regardless of chanmpel. When hand eaps existed,
competitive pressune surfaced through marketing

Ealisre:; it is the natural outcome of competition
interacting with concentrated distribution power.

Unchanged economics

The shift in 202324 to the Expenses of
Management (EOM) framework was
wellintentioned. It aimed 10 encourage

transparenily as commisslons. Instintons with

bargaining power have become more assertive in
h.lghu payouss. Visibility has

reriain

unchanged.

blaming misses:
the point entirely. After sourcing costs, taxes,
overrides and instinniora] deductions, ageris
retaln perhaps 35%-30% of headline

from insurange distribution, ultimately hasming
penetration Commission disclosure offers
Emidted benefit to most buyers while incentivising
Informal rehates thar push ranssctions outside
regulatory visibility. Open archiiectune, often
positioned as pro-competiton, risks worsening
outcames by eroding insuners” incentives to
Irvvest i agent capability and service — mirmoring
thee mantuald fume] industry's post- 2002 experience.

Distribution economics cannot be cornected
through disclosure or accounting reclassification
alone. The ssue runs deeper in incentive destign
and bargaining pouser.

A way

Wh:l wldhhlsnhhﬂdrwmmm

ity from extreme (o toward

meaningful renewal income, so that servicing and

persistency malter & niuch as sabes.

Hamnmrmulrrsmhmm oversight by
persistency,

rod just heacllime expense ratios. EOM limits must
recognise channel coonomics while ensuring that
acquisithon costs remain within reasenable
bounds. Abave all, regulation should pivot towand
outcomes — retention, service satisfaction and
claims experience mther than process
corrl]ﬂ.mce

ration has already
dodh:lrglrm:ﬂwsmn(sm‘lnmm )
dissribution costs continue to rise faster than
vahie delivered, irsurance will steadily bose
relevance for middle-income housebolds,
Containing acquisithon costs within rathonal
[Emits: s mot optioral. It is essential for sustainabbe'
penetration, a conoerm rightly Aagped by the RBIL

e Life insurance companies paid ¥60,799 crore
as commissions in FY2025.

e Commission payouts grew 18%, while premium

income increased only 6.7%.

* The Reserve Bank of India flagged concerns in

its Financial Stability Report (Dec 2025)
regarding rising distribution costs.

e Publicinsurer Life Insurance Corporation of
India (LIC) reduced its commission ratio (5.45%
- 5.17%), while private insurers saw a sharp rise

(7.21% - 8.95%).
* Theregulatory shift to the Expenses of

Management (EOM) framework (2023-24) by
the Insurance Regulatory and Development

Authority of India removed product-wise
commission caps.

Key Exam-Relevant Facts
* |nsurance penetration declined from 4% to
3.7% of GDP (FY2024).

e Private insurers’ commission payout rose
38.8% in FY2025.
* Agents retain only 35-40% of headline

commission; major share goes to corporate

intermediaries (banks, brokers).

e 26 life insurers compete for bancassurance tie-

ups with banks (4 lakh+ branches).
¢ Under EOM norms, overall management
expenses are capped, not product-wise

commissions.

Insurance promotes risk pooling and
capital formation.

Financial sector stability is linked to
systemic risk containment.
Regulatory bodies derive authority
from Parliamentary legislation.
Market concentration leads to
pricing power distortions.
Information asymmetry causes
moral hazard and adverse selection
in insurance markets.

Financial inclusion is part of
inclusive growth strategy.

Critical Analysis
Why Concern?

Distribution cost rising faster than
business growth.

High front-loaded commissions
reduce long-term policy returns.
Declining insurance penetration
indicates affordability concerns.
Concentration of bargaining power
in banks (bancassurance model).

Positives of EOM Framework

Greater transparency in expense
reporting.

Managerial flexibility.

Alignment with outcome-based
regulation.

Structural Issue

Not agent misconduct, but market
structure imbalance.

Corporate intermediaries capture
bulk of commissions.

Regulatory caps replaced by market-
driven negotiation.

Way Forward

Shift toward renewal-based
commissions (focus on persistency).
Joint oversight by RBI and IRDAI on
bancassurance.

Link commissions to persistency and
grievance redressal metrics.
Encourage digital insurance
distribution to reduce acquisition
costs.

Promote financial literacy to reduce
information asymmetry.

Balance autonomy with consumer
protection safeguards.



Farmers’ pulse
Only structural reforms in agriculture

sector can ensure food security

ndia manages its prodigious demand for

pulses using a mix of import policy, price

stabilisation and conditonal MSP procure-
ment, Imports are the most sensitive because a
single central decision can immediately lower
household spending when supply is tight, at the
expense of hurting farmers, and knowing that
markets cannot always absorb ‘extra’ supply. So,
when the U.S. said that its trade deal with India
obligated India to purchase pulses from Ameri-
can suppliers, it implied that the government had
agreed to committing imports against farmers’
interests — a politically fraught stance in India
sinoe the 2020-21 farm law protests and which
might see a revival now. India’s pulse output has
hovered around 2.5 crore tonnes in recent years
while demand is estimated to be three crore
tonnes; imports fill the gap. Pulses account for
roughly a quarter of non-cereal protein intake
and support five crore farmers and their families.
In the absence of a reliable MSP regime as for rice
and wheat, h  farmers face organised ne-
glect due to weak procurement mechanisms, the
risks of rain-fed cultivation, and yields lower than
international competitors. In 201924, govern-
ment procurement under the Price Support
Scheme fluctuated between 2.9% and 12.4% of
production. Many States also have inadequate
procurement centres, forcing farmers to sell 1o
private traders regardless of the official MSP. As a
result, farmers are incentivised to underinvest in
pulses, leading to a viclous cyde.

India recently announced ambitious initiatives
to solve this problem, an example being the Oc-
tober 2025 self-sufficiency Mission, with a 21,440
crore outlay, targeting 310 lakh hectares of cultiv-
ation and 350 lakh tonnes of production by 2030-
31 But farmers remain sceptical since older pro-
mises have yet to materialise. All this is why the
initial apparent inclusion of pulses in the U.5.
documents, describing what India would apen to
American agri-impaorts, hit a raw nerve among In-
dia’s farmers. Opening the market to U.S. pulses
would further depress domestic prices and di-
rectly contradict the government’s new Mission.
Breaking this cycle would require more than re-
moving objectionable words from an agreement,
including addressing the procurement infrastruc-
ture deficit, providing genuine M3P guarantees,
investing in productivity improvements for rain-
fed areas where pulses are grown, and creating
market systems that explicitly reward farmers
who choose to cultivate pulses. Until such struc-
tural reforms materialise, however, pulse farmers
will continue to occupy a precarious position in
India’s agricultural economy and India will conti-
nue to depend on imports o meet its demand,
perpetuating both food security vulnerabilities
and political sensitivity around any trade agree-
ment that appears to favour foreign producers.

KEY HIGHLIGHTS

Context of the News

e U.S.trade communication reportedly
suggested India may commit to importing
pulses from American suppliers under a
bilateral trade understanding.

e This raised concerns among Indian farmers
amid:

o Weak MSP-backed procurement for pulses.
o Recent launch of Pulses Self-Sufficiency
Mission (2025) with ¥11,440 crore outlay.

e |ndia produces ~2.5 crore tonnes of pulses
annually, while demand is ~3 crore tonnes
(Ministry of Agriculture, Economic Survey).

* Pulses account for nearly 25% of India’s non-
cereal protein intake.

e Government procurement under Price Support
Scheme (PSS) ranged between 2.9%-12.4%
(2019-24), indicating limited MSP realization.

* |ssue gains sensitivity in backdrop of 2020-21
farm protests and ongoing MSP guarantee
debate.

Key Facts
e [ndiais the largest producer and consumer of
pulses globally.

* Pulses are predominantly rain-fed crops.
e MSP for pulses is recommended by CACP.

e Procurement under PSS is carried out mainly through
NAFED.

e Pulses improve soil fertility through biological nitrogen
fixation.

¢ India frequently uses import duty changes and
quantitative restrictions to stabilize prices.

e Self-Sufficiency Mission target: 350 lakh tonnes by
2030-31.

Static Linkages

e MSP is an administrative price, not legally enforceable.

e Price Support Scheme operates under PM-AASHA
framework.

e WTO Agreement on Agriculture categorizes subsidies
into Amber, Blue, and Green boxes.

e Article 38 and 39 of DPSPs: Economic justice and
protection of livelihood.

e Rain-fed areas account for ~52% of net sown area
(Economic Survey).

e Crop diversification is critical for sustainable
agriculture.

e Pulses help reduce dependence on chemical fertilizers.

Critical Analysis (Mains-Oriented)
1. Economic Dimension
e |mports reduce inflation during shortages.
e However, predictable imports can depress farm-gate
prices.
e Weak procurement reduces MSP effectiveness.
e |nconsistent trade policy creates uncertainty.
2. Farmer Welfare Dimension
e Pulses farmers lack assured procurement unlike
rice/wheat farmers.
¢ Rain-fed cultivation increases climate risk.
e | ow productivity compared to global standards.
3. Food Security Dimension
e Pulses critical for protein security.
e Import dependence exposes India to global supply
shocks.
e Self-sufficiency mission contradicts expanded imports.
4. Trade Policy Dimension
e Trade commitments may limit tariff flexibility.
e Balancing WTO obligations with domestic agricultural
priorities is complex.
5. Governance & Ethical Dimension
e Trust deficit after farm law protests.
e Policy credibility at stake if self-sufficiency targets
clash with import commitments.

Way Forward

e Strengthen decentralized procurement infrastructure.

e Expand effective MSP-backed procurement for pulses.

¢ Investin rain-fed area productivity (irrigation, seed
technology).

e Ensure stable, predictable import policy.

e Promote FPO-led aggregation and marketing.

e |nclude pulses more systematically in nutrition
schemes.

e Align trade agreements with domestic agricultural
goals.



Too fake to be good

Labelling of synthetically generated
content on social media is a must

he Information Technology (Intermedi-
ary Guidelines and Digital Media Ethics
Code) Amendment Rules, 2026, add a
critical requirement for social media platforms:
Al-generated imagery must now be labelled pro-
minently. Since the draft rules were released in
October, there have been some improvements in
this mandate: it is no longer prescribing a set size
for such a disclosure, nor is it applicable to any
Al-generated imagery that does not seek to pass
off as the real thing. Al-generated imagery has
flooded users’ feeds and they have a right to
know that this imagery is not real. The require-
ment that users declare synthetically generated
content as such is welcome. As India approaches
the Al Impact Summit with a stated intent to reg-
ulate Al only insofar as necessary, the require-
ment shows considerable restraint. Since the
technology for creating synthetic imagery is ra-
pidly evolving, the government will, however,
have to revisit parts of the Rules that impose
proactive detection of synthetic content by plat-
forms — after all, while tech platforms are gener-
ally able to detect synthetic media automatically,
this capability is constantly challenged by the bil-
lions of dollars being invested into ironing out the
flaws that these detection mechanisms rely upon.
What is problematic is the government's inser-
tion - with absolutely no public forewarning - of
reducing the timelines for taking down content
under the Rules to a mere two or three hours. Re-
ducing such compliance timelines creates one of
two incentives for social media platforms: either
have empowered representatives at all times who
can appropriately weigh the merits of a take-
down notice and balance it against freedom of ex-
pression; or implement a take-down-and-ask-
questions-later approach. Any delay would impli-
cate firms in court by removing their safe
harbour, an outcome they understandably wish
to avoid. This shortening applies to all platforms,
adding a barrier of entry to a space that should be
open to constant challengers in an open Internet.
This shorter timeline was not indicated in Octob-
er, and since comments are not public, there is
no way to confirm if all interests were properly
considered.. The lack of open consultation is a
particularly pressing issue when the main stake-
holders are hyperscalers with hundreds of bil-
lions of dollars in planned investments over the
years ahead. Their views need to be open to scru-
tiny, as must the deliberations their inputs lead
to. The IT Rules remain contested in multiple
court cases, and it is inappropriate to make sud-
den changes to social media governance that may
have ramifications for the freedom of expression
without parliamentary debate.

KEY HIGHLIGHTS

Context

¢ The Union Government amended the
Information Technology (Intermediary
Guidelines and Digital Media Ethics Code)
Rules, 2021 in 2026 under the Information
Technology Act, 2000.

¢ The amendment mandates prominent labelling
of Al-generated imagery that attempts to pass
off as real.

e [talso reduces the content takedown timeline
to 2-3 hours in specified cases.

* The changes come amid rising concerns
regarding deepfakes, Al-driven misinformation
and electoral manipulation.

e The IT Rules are currently under judicial
scrutiny in multiple courts.

Key Provisions of the Amendment
1. Labelling of Al-Generated Imagery
* Mandatory disclosure where synthetic media
seeks to imitate real persons or events.
* No fixed size requirement for the disclosure
(relaxed from draft version).
* Not applicable to satire, parody or clearly
artistic Al content.
e Aims to protect users’ right to informed digital
consumption.

2. Reduced Takedown Timeline

Intermediaries must remove flagged content within 2-3

hours in specified cases.

Failure to comply may lead to:

o Loss of safe harbour protection under Section 79 of
the IT Act.

o Legal liability for third-party content.

3. Due Diligence Obligations

Appointment of grievance redressal officers.
Compliance with court or government orders.
Proactive monitoring requirements in certain cases.

Static Concepts

Article 19(1)(a): Freedom of Speech and Expression.
Article 19(2): Reasonable Restrictions.

Article 21: Protection of life, dignity and privacy.
Section 79, IT Act, 2000: Safe Harbour Protection.
Delegated Legislation and its limits.

Doctrine of Proportionality.

Principles of Natural Justice.

Shreya Singhal v. Union of India (2015).

Digital Personal Data Protection Act, 2023.

Constitutional and Governance Dimensions

Balance between freedom of expression and public
order.

Scope of executive rule-making under parent
legislation.

Parliamentary oversight over subordinate legislation.
Transparency and consultation in digital governance.
Impact on startup ecosystem and ease of doing
business.

Critical Analysis
Positives

Enhances transparency in digital platforms.
Addresses growing threat of deepfakes and
misinformation.

Protects electoral integrity and individual reputation.
Limited scope to deceptive Al content shows
regulatory restraint.

Concerns

Extremely short 2-3 hour compliance window may
encourage over-censorship.

Risk of chilling effect on legitimate speech.

High compliance burden for small and emerging
platforms.

Limited public consultation reduces democratic
legitimacy.

Technological detection of synthetic media remains
imperfect.

Way Forward

Clearly define categories requiring urgent takedown.
Introduce graded compliance norms for smaller
intermediaries.

Ensure transparency in rule-making process.
Strengthen parliamentary scrutiny of digital
regulations.

Promote watermarking and traceability standards for Al
content.



RBI spells out norms
to keep loan recovery
agents on leash

The regulator's directions, 1o be effective from July 1, also mandates a
dedicated mechanism for redressal of recovery related grievanees

Lalatendu Mishra
MUMBAL

The Reserve Bank of
Tlmﬁa (RED, n a
draft guideline Is-

sued on Thursday, has pro-
posed i resirain bank em-
plisyees ar Pecavery agents
oo adesisg from employing
harsh methods  towands
boan 3
Acoordingly. they would
be prohibited from wsing
minatory or abushe lan-
paage, sending ‘inappeo-
priite’ messages either of
mohile or through social
media, making excessive
calls to the borrower or
gaarantor, and calling out-
sidde prescribed hours and
makirg threatening or anc-
s calls.
Intimidating or harass-
ing the borrower ar gus-
ranitor or relatives, friends,
en-workers either verbally

Debt diktat

The 34 proposes o restrain bank emplyees and reccvery agents
from uning sbusive Lamguage. LEnding inapprnpelste mevages
fvebed 31 gaaraeaiey

A emaking b many ¢4

wTheycanaot | wHannsing
call chem b 2l friereds
cutidethe | of bomomer
prewribed Of Pairafion,
hawrs incluging

o maie humisting

Ehreatenisger | hem poblicly,

aommows |t be clasied
calls s harsh’

clally sbout the extent of
the debe o the conss
quences of nom Tepay-
mens, according o the pro-

of dradt

vistons the t
Auidelines of the Second
Amendment  Directions,
2006, which relates 1o res-
porsille busites conduct
by bariks and ather regulat-
i entities towards engage.
mient of recovery apents.
All banks must have a2
i ism for

ar including
acts imtended 1o bumiliae
them pulsicly will be ckis-
sified as "harsh methods”.
‘Nobank emplayes of re-
COVETY AECIM Can use of k-
sue threat of violence or
cther similar means 1o
harm the bormower or gua-
rantor of their Finily, as-
sets or reputation, and
make false or miskeading
representathons 1o the bor-
FOWET OF FUArANIOT, €spe-

redressal of recovery relat-
ed grievances. To be called
the Reserve Bank of India
(Commercial Banks - Res
ponsible  Business Con-
duet) Second Amendment
Directions, 2036, these di-
rections will come into ef-
feet froen July 1, 2006,

The RBI has invited pu
bilic comment to the draft
Ruidelines. With recovery
agents found 1o be deploy-

ing harch measures, the
REI has decided 1o e
comprehensive  instruc-
tions on conduct related
matters In recovery of
Ieans and engagement of
reoivery agenits oo all regu-
Lt entities.

This yeas propesed dur-
ing the last monetary poli-
Cy anmouncement.

For responséble bending
conduct, all banks are re-
quited 1o put in placea pol-
iy on recovery of Joans,
engagemnent of recovery
agents for recovery of koan
dues, and taking posses-
shom of securlry.

The policy will cover as-
pects related o eligility
and due diligersce criteria
for engagement of recov-
ties, code of conduct, and
performance  evahsation

o Define code of conduct and performance
standards for agents.

Relevant Constitutional & Legal Linkages

Article 21 - Right to life includes right to
dignity (judicial interpretation).

Article 14 - Non-arbitrariness in state action.
Banking Regulation Act, 1949 - RBI’s
regulatory authority.

SARFAESI Act, 2002 - Enforcement of secured

KEY HIGHLIGHTS

Context

The Reserve Bank of India (RBI) released draft
guidelines titled RBI (Commercial Banks -
Responsible Business Conduct) Second
Amendment Directions, 2026.

Aim: To regulate conduct of banks and
recovery agents during loan recovery.

Comes after complaints of coercive and
unethical recovery practices.

Effective date proposed: July 1, 2026 (post
public consultation).

Announced in line with RBI’s broader push for
responsible lending practices.

Key Provisions

Prohibits:

o Threatening, abusive, or humiliating
language.

o Excessive calls or contact outside
prescribed hours.

o Anonymous or threatening
communications.

o Harassment of borrower’s relatives,
friends, co-workers.

o Public humiliation or reputational threats.

o Misleading representation of legal
consequences.

Banks must:

o Frame a formal Recovery Policy.

o Conduct due diligence before appointing
recovery agents.

o Establish a dedicated grievance redressal
mechanism.

assets.

* RBI Integrated Ombudsman Scheme, 2021 -
Banking grievance redressal.

e Consumer Protection Act, 2019 - Unfair trade
practices.

Critical Analysis
Positives
* Promotes ethical banking.
* Protects dignity and mental well-being of
borrowers.
e Strengthens accountability of financial
institutions.
* Improves trust in banking system.
Challenges
* Monitoring third-party recovery agents.
e Balancing borrower protection with NPA
reduction.
e Compliance burden on banks.
* Risk of delayed recoveries.

Way Forward
e Strengthen digital monitoring of recovery
communication.
e Mandatory certification of recovery agents.
e Faster grievance redressal timelines.
* Integration with Financial Literacy initiatives.
e Strong supervisory audits by RBI.
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KEY HIGHLIGHTS

Context of the News

India and the United States have finalized an
interim trade arrangement aimed at reducing

reciprocal tariffs and expanding bilateral trade.

The move comes amid:

o Weakening of the multilateral dispute
settlement system under the World Trade
Organization.

o Rise of bilateral and regional trade
agreements globally.

The US is India’s largest export destination:

o India exported ~$86.5 billion (2024-25)
worth of merchandise goods to the US
(~20% of total exports).

The agreement is part of India’s broader shift
from protectionist trade policy to calibrated
global integration.

Key Exam-Relevant Points

Reciprocal Tariff Adjustment:
o India’s effective reciprocal tariff rate ~18%.
o Comparatively higher rates for competitors
like China and Vietnam.
Sectoral Gains:
o Zero/low-duty access for:
= Generic pharmaceuticals
= Gems & diamonds
= Engineering goods & aircraft parts

e Agriculture Sensitivity:

o ~45% workforce dependent on agriculture.

o Agriculture contributes ~18% of GDP
(Economic Survey trend).

o Sensitive sectors protected under
calibrated access.

e Strategic Significance:

o Avoids higher tariffs and potential capital
flight.

Static Linkages

1991 Economic Reforms and trade
liberalisation.

Reduction of peak customs duties post-
liberalisation.

Balance of Payments Crisis (1991).
Globalisation Trilemma (Dani Rodrik).

Article 253 - Parliament’s power to implement
international agreements.

Export competitiveness and exchange rate
management (Economic Survey).

Mains-Oriented Analysis
Advantages

Improves export competitiveness.

Secures predictable access to the largest
global market.

Strengthens strategic autonomy via diversified
partnerships.

Boosts high-value manufacturing and services.
Enhances FDI inflows.

Concerns

Risk of trade diversion.

Agriculture exposure to subsidized US
products.

Overdependence on US market.
Reduced policy space under
investment/procurement clauses.
Weakening of multilateral trade order.

Way Forward

Diversify export basket and destinations.
Strengthen domestic manufacturing (PLI, Make
in India).

Protect agriculture via tariff-rate quotas.
Improve logistics (PM Gati Shakti).

Reform dispute resolution and arbitration
framework.

Simultaneously push for WTO reforms.

Strengthens India’s role in global value
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KEY HIGHLIGHTS

Context

India has transitioned from chronic electricity
shortages to potential structural surplus,
driven by rapid renewable energy expansion.
Union Budget 2024-25 emphasizes electricity-
intensive growth (data centres, green
manufacturing, EV infrastructure).

Installed renewable capacity additions exceed
40 GW annually (Economic Survey).

Nuclear capacity (~8 GW) targeted to reach 22
GW by 2031-32 and 100 GW by 2047.

DISCOM reforms linked to fiscal incentives by
the 15th Finance Commission.

Key Facts for Prelims

India’s climate commitments:
o 500 GW non-fossil capacity by 2030
o Net-zero by 2070

Solar tariffs: ¥2-3/unit (among lowest globally).

85-90% DISCOM procurement tied to long-
term PPAs.

Electricity is in the Concurrent List (Seventh
Schedule).

AT&C losses indicate inefficiency in power
distribution.

Hydropower potential in Arunachal Pradesh:
~50 GW untapped.

Storage solutions: Battery Energy Storage
Systems (BESS) and Pumped Storage Plants
(PSPs).

Key Issues
1. DISCOM Financial Stress

Legacy PPAs with thermal generators.
Limited flexibility to absorb cheaper renewables.
High AT&C losses in several states.

2. Grid & Storage Constraints

Renewable intermittency requires balancing.
Storage costs remain high.

3. Federal Coordination

Energy is concurrent; reform success depends on
state-level execution.
Borrowing incentives tied to reform conditionalities.

Reform Example: Assam Model

Smart meter coverage: ~75%.

AT&C losses reduced significantly (24% to ~15%).
100% collection efficiency.

Rooftop solar reduces daytime demand pressure.
Potential balancing hub for Northeast hydropower.

Static Linkages

Article 246 - Distribution of legislative powers.
Article 293 - State borrowing.

Electricity Act, 2003 - De-licensing of generation,
open access.

Fiscal federalism and conditional grants.
Baseload vs peaking power.

Energy security vs energy transition.

Mains Analytical Dimensions
Economic

Cheap renewable power improves industrial
competitiveness.

Structural surplus must translate into demand
growth.

Environmental

Accelerates decarbonisation.
Nuclear & hydropower complement solar and wind.

Governance

DISCOM reform central to energy transition.
Smart metering improves accountability and
revenue realization.

Federalism

Incentive-based reform (Finance Commission
model).
State-led execution critical.

Way Forward

Renegotiation/financial restructuring of legacy
PPAs.

Scaling battery storage and pumped storage.
Privatization or PPP in distribution where feasible.
Strengthening grid interconnections (Green Energy
Corridors).

Demand stimulation in EVs, green hydrogen, and
data centres.

Time-of-day pricing to manage surplus efficiently.



New inflation seriesisa
welcome update

HE RELEASE of the new inflation series by the Na-
tional Statistics Office on Thursd oy s part of an exer-
ciae b update the country’s macrosconomie indlca-
tore, It will be followed by the release of a new GDP
series later this month, and thereafter by the Index of Indus-
trial Productban in May. These serles incorporate new data
sources and expand coverage Lo better reflect the changed
economic realities of the country.

Unsiler the new inflation serfes, with 2024 the base year, the
Tbasket of Remes as wellas th ights asd tothem
on the Household Consumption Expenditune Survey 2023-24.
The earlier series, base year 2012, was based on the 2011-12 con-
sumption survey. There have been signiflcant changes in the
hausehodd consumption basket inthe intervening period, Forin:
stance, households now allocatea smaller proportionofthedr ex-
penditure 1o food, with a greater share being divertied (o disere-
tionary spending. Asaconssquence, the weight assigned tothe:
food and beverages category in the new serbes has fallen from
A586per et 1o 3675 percent. This 15 a signiBicant change. Food
prices tend to beextremely volatile — under the earlier series, the
consumer food price index had susged from 54 per cent fn July
2024tel08percent inOctober 2024 and then declined -39 per
cent in November 2025, Thi d a strong head
line infat The howerwe ediothis cabegory
will now reduce the impact of volatile food prices, The new series
alwo refbects the Encreasing impartance of housing and services
I the honzsehold consumptbon baskiet. Some of the new Rems
‘that instrocluond aper i clia servio:
providers/streaming services, babysitters and excrcise equip-
ment. As per the new serbes, inflation was at 235 per cent In Ja-
maary, well below the central bank's inflationtarget of 4 percent.
Prioe presswnes were mubed across most categories, with the ex-
ceptionofthe personalcare, secial protection and miscellanesus
goods segments.

Upclating peiee indices ts not mesely a technbeal exeseise. It
‘will have far-reaching conssquences. For instance, the RBIS in-
fathon targeting framework revolves around CP1-based indlation.
Thiss, changes in the way inflation ks measured will have imgli-
«cations for monetary policy. Members of the Monetary Policy
Commillee may new probably attach gresterweishtige to prices
of noa-food goods: joeswhen decklin i ks,
Byn ECONCITTY | v, these
erwr serieswill belp improve the policy nesparse.

KEY HIGHLIGHTS

Context

e The National Statistical Office (NSO) under the
Ministry of Statistics and Programme
Implementation released a new Consumer
Price Index (CPI) series with base year 2024.

e |tis based on the Household Consumption
Expenditure Survey (HCES) 2023-24.

* The earlier CPI series had base year 2012
(based on HCES 2011-12).

* The new series is part of the periodic revision
of macroeconomic indicators and will be
followed by a new GDP series and revised
Index of Industrial Production (lIP).

e As per the new series, inflation in January
stood at 2.75%, below the RBI’s target of 4%.

Key Changes in the New CPI
1.Change in Weights

* Weight of Food and Beverages reduced from
45.86% (2012 base) to 36.75% (2024 base).

* |ncreased weight assigned to housing
(including rural housing), services, digital
services (such as streaming platforms), and
personal care and miscellaneous goods.

2.Reflection of Structural Transformation

e Declining share of food in total household
consumption.

e Rising share of discretionary spending and
services.

e Reflects the shift from an agriculture-
dominated consumption pattern to a more
diversified and service-oriented economy.

3.Impact on Inflation Measurement

* Food prices are highly volatile due to supply-
side shocks (monsoon, global prices, logistics).

Lower food weight reduces volatility in headline
CPl inflation.

Greater relative importance to non-food inflation
(core inflation) in overall inflation dynamics.

Static Linkages

CPI measures retail-level price changes and is
compiled by NSO.

CPlin India uses the Laspeyres Index method.
Types of CPIl: CPI-Combined, CPI-Urban, CPI-
Rural.

Inflation Targeting Framework introduced through
amendment to the RBI Act, 1934 in 2016.

RBI’s inflation target: 4% with a tolerance band of
+2%.

Monetary Policy Committee (MPC) consists of six
members (3 from RBI and 3 appointed by
Government of India).

Core inflation excludes food and fuel
components.

GDP deflator differs from CPI in coverage and
methodology.

Critical Analysis
Advantages

Better reflects current consumption patterns.
Reduces excessive volatility in headline inflation
caused by food price shocks.

Improves accuracy of monetary policy calibration.
Aligns with international best practices of periodic
base revision.

Concerns

Lower food weight may dilute the perceived
impact of food inflation on vulnerable
households.

May shift policy focus away from agricultural
price stability.

Survey-based data may face limitations in
capturing informal sector dynamics.

Rural-urban divergence in consumption patterns
may still persist.

Way Forward

Ensure periodic base revision every 5-7 years.
Strengthen high-frequency and granular price
data collection.

Improve coverage of rural and informal sector
consumption.

Enhance transparency in methodology and public
communication.

Ensure coordination between monetary and fiscal
policy to address structural inflation drivers



WHO needs a financial
model less vulnerable

HE US withdrawal from the WHO has left the global

healthagency with aserious fund crunch. Thoughother

nations have pledged more in 2026-2027, the WHO ap-

prehendsthat itwill fall short of its needed budget by 15
percent. Theagency'sappeal for funds on its website to deal with
emergencies speaks of the challenges it faces after the withdrawal
ofits largest benefactor. Onthe face ofit, there is nothing unusual
inthe WHOs call for contingency money. The agency appealed
for emergency funds in the past twoyears aswell, What's troub-
ling, however, isthat the appeal ssued earlierthis monthspeaks
of a“reset” inthe WHO's priorities. necessitated by “funding con-
stradnts”. IUs apparentthat, in the coming weeksand months, the
ageney will be “scaling back™ on “lower impact services™ and fo-
cusing instead on "Hie-saving services”. The carefully worded
statement notes that these “difficult decisions™ were forced upon
the WHO by its “limited resounces™.

‘The first major effect of Washington's exit was the whittling
down ofthe WHOs budiget for 2026-27 by $4 billion. This has pre-
cipitated moves tostreamline the agency. In May, the agency will
briefthe World Health Assembly on the restructuring effosts car-
riexd out over the past year, including menging departments and
divisions and halving the number of directors. An overhaul
planned for June could bring down the agency’s workfiorce by
more than 7000, As the global outfit's workforce shrinks, coun-
tries that have relied on the WHO's technical expertise incoping
with crises, ranging from infectious diseases to maternal moral-
iy, could Bce challenges. The shorfall could also affect the health
respanses inconflict zones such as Gaza and Sudarn. The fund
and personnel crunch could affect immunisation drives and re-
sponses to outbreaks in areas prone 1o infectious diseases.

‘The flux in the crganisation should lead to public conversa-
tions on how to make global health povernance more resilient. A
new paradigm for a public goods approach to health has been
long overdue. Health governance needs a financial model that's
not sovulnerableto political unpredictabilities,

KEY HIGHLIGHTS

Context

* The United States, the largest contributor to
the World Health Organization (WHO), has
withdrawn funding support.

e WHO has reduced its 2026-27 budget by
nearly $4 billion.

* Despite increased pledges from other
countries, WHO anticipates a 15% funding
shortfall.

* The organization has announced a “reset”:

o Focus on life-saving services
o Scaling back “lower impact services”
e [nternal restructuring includes:
o Merging departments
o Halving directors
o Possible workforce reduction of over 7,000
staff

Key Facts
e Established: 1948
e Headquarters: Geneva, Switzerland
e Specialized agency of the United Nations
e Funding Structure:
o Assessed Contributions (AC) — Mandatory
dues (less than 20% of total funding)
o Voluntary Contributions (VC) — Earmarked,
majority share (over 80%)
e [nternational Health Regulations (2005):
o Legally binding framework for disease
outbreak reporting and response

Why This Matters for India
e WHO provides:
o Technical assistance in disease control

°o Immunisation support
o Maternal & child health guidance
o Qutbreak surveillance
e Funding cuts may affect:
o Immunisation drives
o Infectious disease response
o Health operations in fragile/conflict zones
* India, as a major developing country, depends
on WHO coordination during pandemics (e.g.,
COVID-19).

Static Connections

e Article 47 - Duty of the State to raise level of
nutrition and public health.

e Concept of Global Public Goods.

e SDG 3 - Good Health and Well-being.

¢ International Health Regulations (2005).

¢ National Health Policy 2017.

e Multilateralism and global governance.

Critical Analysis
Challenges
e Overdependence on voluntary, earmarked
funding.
* Political unpredictability affecting global
institutions.
* Reduced flexibility in resource allocation.
¢ Potential weakening of global disease
surveillance.
Broader Concerns
e Undermines multilateralism.
Risk to pandemic preparedness.
Increased burden on low-income nations.
Ethical concern: Health as a global public good.

Way Forward

* Increase share of assessed contributions.

e Create stable global health emergency funding
mechanism.

¢ Diversify funding sources.

e Strengthen South-South health cooperation.

¢ |nstitutional reforms to enhance
accountability and transparency.

* Indiato play a proactive role in global health
diplomacy.



