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KEY HIGHLIGHTS:
Why in News?

Three foreign-flagged commercial vessels
having significant Indian links were struck
during U.S. military operations in the Gulf
region.
Three Indian seafarers lost their lives.
India lodged a strong diplomatic protest with
the U.S., emphasizing the protection of civilian
shipping and maritime commerce.
The incident has highlighted issues of:

Maritime Security
Energy Security
Freedom of Navigation
Safety of Indian Seafarers
Geopolitics of the Strait of Hormuz

Key Exam-Relevant Points
Strait of Hormuz

Located between Iran and Oman.
Connects:

Persian Gulf
Gulf of Oman
Arabian Sea

One of the world's most important oil
chokepoints.
Nearly one-fifth of global oil trade passes
through the Strait.
Critical for India's crude oil imports from West
Asia.

Flags of Convenience (FoC)
Practice of registering ships in a country
different from the country of ownership.
Common FoC Registries:

Panama
Liberia
Marshall Islands

Reasons for Use
Lower taxation
Reduced regulatory burden
Easier registration procedures

Issues
Ownership opacity
Sanctions evasion
Weak regulatory oversight

Difficulty in fixing liability during disputes
Significance for India

India imports more than 80% of its crude oil
requirements.
West Asia remains a major source of India's energy
imports.
Any disruption in the Strait of Hormuz affects:

Energy security
Inflation
Current Account Deficit (CAD)
Freight and insurance costs

Indian Seafarers
India is among the largest suppliers of seafarers globally.
Indian nationals work extensively on:

Merchant ships
Oil tankers
Container vessels

Protection of Indian seafarers has become an important
aspect of India's foreign policy.

Important Concepts 
United Nations Convention on the Law of the Sea (UNCLOS),
1982
Key Maritime Zones: Maritime ZoneExtent Territorial Sea

12 Nautical Miles - Contiguous Zone
24 Nautical Miles - Exclusive Economic Zone (EEZ)
200 Nautical Miles - Continental Shelf
Up to 350 Nautical Miles (under conditions) - Freedom of
Navigation

Principle under international maritime law.
Allows vessels to move through international waters
without interference.
Essential for global trade and energy transportation.

Sea Lines of Communication (SLOCs)
Major maritime routes used for:

Trade
Energy transportation
Strategic movement

Strait of Hormuz is one of the most important SLOCs for
India.

Analytical Takeaways for Mains
Concerns

Growing militarisation of strategic waterways.
Threat to civilian shipping.
Vulnerability of Indian seafarers in conflict zones.
Rising shipping and insurance costs.
Potential disruption of energy supplies.

India's Interests
Secure maritime trade routes.
Ensure uninterrupted energy supplies.
Protect Indian nationals working abroad.
Uphold freedom of navigation under international law.

Way Forward
Strengthen maritime domain awareness.
Enhance naval presence in critical sea lanes.
Diversify crude oil import sources.
Strengthen international cooperation under UNCLOS.
Develop robust mechanisms for protection and
evacuation of Indian seafarers.

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH



KEY HIGHLIGHTS:
Context

The Supreme Court dismissed the petition of
Congress candidate Meenakshi Natarajan
challenging the rejection of her Rajya Sabha
nomination from Madhya Pradesh.
The Returning Officer rejected her nomination
for alleged non-disclosure of a pending
criminal case in the election affidavit.
The Court held that Article 329(b) bars judicial
interference during an ongoing election
process.
The Court reiterated that disputes regarding
elections can only be challenged through an
Election Petition after the completion of the
election process.
Following the rejection, BJP candidates were
declared elected unopposed to the Rajya
Sabha from Madhya Pradesh.

Key Points 
Article 329(b)

No election to Parliament or State Legislature
can be challenged except through an election
petition.
Courts generally cannot interfere during the
conduct of elections.
Objective:

Ensure uninterrupted electoral process.
Prevent judicial delays in elections.
Maintain electoral certainty and stability.

Election Petition
Statutory remedy under the Representation of
the People Act (RPA), 1951.
Can be filed after declaration of election
results.
Grounds include:

Improper acceptance/rejection of
nomination.
Corrupt practices.
Non-compliance with constitutional or
statutory provisions.

Returning Officer (RO)
Scrutinizes nomination papers.
Ensures compliance with provisions of the RPA,
1951.
Can reject nominations for legally valid defects.

Static Linkages
Article 324: Superintendence, direction and
control of elections vested in Election
Commission of India.
Article 327: Parliament empowered to make laws
relating to elections.
Article 329(b): Bar on judicial interference in
electoral matters during election process.
Representation of the People Act, 1951 governs
conduct of elections and election disputes.
Rajya Sabha members are elected through:

Proportional Representation
Single Transferable Vote (STV)
Indirect election by elected MLAs.

Free and Fair Elections form part of the Basic
Structure of the Constitution.
Electoral transparency strengthened through
mandatory disclosure of criminal antecedents,
assets and liabilities by candidates.

Critical Analysis
Significance of the Judgment

Reinforces constitutional sanctity of Article
329(b).
Prevents frequent judicial intervention in
elections.
Ensures timely completion of electoral processes.
Strengthens institutional autonomy of election
machinery.

Concerns
Wrongful rejection of nominations may affect
democratic competition.
Election petitions often take considerable time
for disposal.
Delayed remedies may reduce effectiveness of
electoral justice.

Constitutional Balance
Electoral continuity versus judicial review.
Administrative efficiency versus individual
candidate rights.
Constitutional scheme favors uninterrupted
elections with post-election judicial scrutiny.

Way Forward
Fast-track disposal of election petitions.
Strengthen scrutiny mechanisms for nomination
papers.
Uniform guidelines for Returning Officers.
Improve transparency in nomination verification.
Enhance accountability of election officials.
Promote digital verification of candidate
disclosures.
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KEY HIGHLIGHTS:
Why in News?

Concerns have been raised regarding the
fragmented disability pension system in India
and the need for a Minimum Universal
Disability Pension Floor Rate (MUDPFR).
The proposal aims to ensure a nationally
guaranteed minimum pension for all eligible
Persons with Disabilities (PwDs), irrespective of
their State of residence.

Key Facts 
Disability Scenario in India

Census 2011: 2.68 crore Persons with
Disabilities (PwDs) (2.21% of population).
Current estimates: 4.5–6 crore PwDs.
Disability pensions vary significantly across
States.

Existing Framework
Indira Gandhi National Disability Pension
Scheme (IGNDPS) under National Social
Assistance Programme (NSAP).
Eligibility:

Severe or multiple disabilities (80% or
above).
BPL households.
Age: 18–79 years.

Central assistance remains limited, while
States provide additional support.

Major Issues
Interstate disparities in pension amount.
Low pension levels in many States.
Complex disability certification process.
Exclusion errors and poor coverage.
Lack of portability across States.

Proposed Reform

Minimum Universal Disability Pension Floor Rate (MUDPFR)
Uniform minimum pension across India.
States may provide additional top-ups.
Direct transfer through DBT architecture.
Portability irrespective of domicile.

Constitutional & Legal Provisions
Constitutional Provisions

Article 14 – Equality before Law.
Article 21 – Right to Life with Dignity.
Article 38 – Social Justice.
Article 41 – Public Assistance in cases of disability, old
age and unemployment.
Article 46 – Protection of weaker sections.

Statutory Provision
Rights of Persons with Disabilities (RPwD) Act,
2016Expands recognized disabilities from 7 to 21.
Provides for social security and support measures.
Emphasizes equality, dignity and inclusion.

International Commitments
UN Convention on the Rights of Persons with
Disabilities (UNCRPD).
SDG 1.3 – Social Protection Systems.
ILO Recommendation No. 202 (Social Protection
Floors).
G20 New Delhi Leaders' Declaration (2023) – Inclusive
and resilient social protection systems.

Importance for India
Social Dimension

Reduces vulnerability and poverty among PwDs.
Ensures dignified living.
Promotes social inclusion.

Economic Dimension
Enhances consumption demand.
Improves labour force participation.
Reduces economic losses arising from exclusion.

Governance Dimension
Strengthens welfare delivery through:

Aadhaar
DBT
Jan Dhan
Digital India infrastructure

Challenges
Identification of beneficiaries.
Outdated disability data.
Fiscal constraints.
Centre–State coordination issues.
Lack of a unified disability database.
Accessibility barriers in welfare delivery systems.

Way Forward
Establish a National Minimum Disability Pension Floor.
Create a unified national disability registry.
Ensure portability through DBT.
Link pension support with:

Skill development
Employment incentives
Assistive technologies

Periodically revise pension amounts based on inflation.
Strengthen implementation of the RPwD Act, 2016.
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KEY HIGHLIGHTS:
Context

The upcoming 8th Central Pay Commission
(CPC) has reignited discussions on government
salaries, allowances, and pensions.
The debate has expanded beyond salary
revision to concerns regarding:

Inter-service parity.
Non-Functional Upgradation (NFU).
Pension sustainability.
Fiscal burden on governments.
Need for a transparent and institutionalized
compensation mechanism.

The issue is significant for governance reforms,
public administration, and fiscal management.

Key Points 
Central Pay Commission (CPC)

Constituted by the Union Government to
review:

Pay structure.
Allowances.
Pension benefits of Central Government
employees.

Recommendations are advisory in nature.
Major Issues Highlighted
Lack of Uniform Evaluation Framework

No objective criteria to compare:
Responsibility.
Risk.
Technical expertise.
Career progression across services.

Inter-Service Parity Debate
Similar pay scales despite differing:

Job profiles.
Promotion avenues.
Service conditions.

Armed Forces vs Civil Services
Armed forces:

Early retirement.
Steep pyramidal structure.
Limited promotional opportunities.

Civil services:
Longer service tenure.
Greater promotional avenues.

Non-Functional Upgradation (NFU)
Provides financial upgradation without actual
promotion.
Raises concerns regarding:

Accountability.
Merit-based progression.

Pension Sustainability
Coexistence of:

Old Pension Scheme (OPS).
National Pension System (NPS).
Other pension arrangements.

Growing pension liabilities pose fiscal
challenges.

Fiscal Concerns
RBI State Finances Report highlights that:

Salaries.
Pensions.
Interest payments

constitute a major share of State expenditure,
reducing developmental spending capacity.

Static Linkages
Equality and non-arbitrariness in state action.
Fiscal responsibility and prudent public
expenditure.
Merit-based and accountable public
administration.
Balance between efficiency and experience in
governance.
Parliamentary control over public finances.
Welfare State obligations versus fiscal
sustainability.
Principle that public expenditure should
generate administrative efficiency and public
value.

Critical Analysis
Significance

Can improve transparency in compensation
determination.
Helps maintain administrative morale.
Supports efficient public service delivery.
Promotes institutional coherence among
services.

Concerns
Absence of objective criteria for parity.
NFU weakens linkage between pay and
responsibility.
Rising pension liabilities threaten fiscal
sustainability.
Large pay revisions increase revenue
expenditure.
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Reduced emphasis on experience may affect
policy quality.
Fragmented compensation frameworks across
institutions create inconsistencies.

Way Forward
Establish a permanent compensation review
mechanism.
Create objective indicators for:

Risk.
Responsibility.
Hardship.
Technical specialization.

Rationalize allowances through transparent
criteria.
Review NFU framework.
Strengthen pension sustainability while
ensuring social security.
Ensure fiscal prudence in compensation
decisions.
Adopt periodic evidence-based reviews
instead of large decadal revisions.
Integrate compensation reforms with broader
civil service reforms.
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KEY HIGHLIGHTS:
Why in News?

Escalating tensions between the United States,
Iran and Israel have renewed concerns over the
security of the Strait of Hormuz, a critical
maritime chokepoint for global energy trade.
Iran has linked future negotiations on its
nuclear programme to cessation of hostilities
and easing of restrictions.
The developments have implications for global
oil prices, maritime security and India's energy
security.

Key Facts 
Strait of Hormuz

Connects the Persian Gulf with the Gulf of
Oman and the Arabian Sea.
Bordered by Iran (north) and Oman-UAE
(south).
One of the world's most important oil transit
chokepoints.
Around 20% of global petroleum consumption
passes through the strait (U.S. EIA).

Kharg Island
Located in the Persian Gulf.
Iran's largest crude oil export terminal.
Handles a major share of Iranian oil exports.

Iran Nuclear Issue
Iran is a signatory to the Nuclear Non-
Proliferation Treaty (NPT), 1968.

Nuclear activities are monitored by the
International Atomic Energy Agency (IAEA).
Joint Comprehensive Plan of Action (JCPOA),
2015 aimed to restrict Iran's nuclear programme
in return for sanctions relief.

Static Linkages
Chokepoints influence global trade and strategic
competition.
Sea Lines of Communication (SLOCs) are vital for
energy and maritime security.
Energy security is a key component of national
security.
Strategic petroleum reserves help mitigate
supply disruptions.
Nuclear non-proliferation seeks to prevent the
spread of nuclear weapons.
Economic sanctions are instruments of coercive
diplomacy.
Freedom of navigation is a principle of
international maritime law.
Balance of Power remains a key concept in
international relations.

Significance for India
India imports more than 85% of its crude oil
requirements.
A large share of India's oil imports originates from
West Asia.
Any disruption in the Strait of Hormuz can:

Increase crude oil prices.
Widen Current Account Deficit (CAD).
Fuel imported inflation.
Increase fiscal pressure through higher energy
costs.

Safety of Indian diaspora and seafarers in West
Asia remains a concern.

Challenges
Continued U.S.–Iran rivalry.
Israel–Iran confrontation.
Threat to global energy supply chains.
Risk of disruption of maritime trade routes.
Increased volatility in global oil markets.
Possibility of wider regional conflict involving
Gulf countries.

Way Forward
Promote diplomatic resolution through
multilateral engagement.
Strengthen maritime security cooperation in the
Indian Ocean Region.
Diversify India's energy import basket.
Expand Strategic Petroleum Reserves (SPR).
Accelerate renewable energy transition to reduce
import dependence.
Support freedom of navigation and adherence to
international law.
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KEY HIGHLIGHTS:
Why in News?

The Government of India has notified the Coal
Exchange Rules, 2026 to establish regulated
coal exchanges for transparent and market-
based coal trading.
The initiative aims to improve price discovery,
transparency, competition, and access to coal,
especially for non-regulated sectors.

Key Highlights
Coal Exchange Rules, 2026

Provide a legal framework for setting up coal
exchanges in India.
Enable electronic trading and physical delivery
of coal.
Promote transparent and competitive price
discovery.
Facilitate participation of:

Coal producers
Industrial consumers
Traders
Small and medium enterprises

Significance
Reduces dependence on opaque bilateral
contracts.
Improves efficiency in coal allocation.
Creates benchmark coal prices.
Helps balance regional shortages and
surpluses.

Encourages development of a secondary coal market.
Challenges

Variations in coal quality and grades.
Transportation and logistics constraints.
Need for robust quality certification mechanisms.
Risk of market concentration and price volatility.
Requirement of adequate market liquidity.

Static Concepts 
Coal Sector Reforms in India

Coal Mines (Special Provisions) Act, 2015Enabled
reallocation of cancelled coal blocks.
Commercial Coal Mining Reforms (2020)Allowed
private sector participation without end-use
restrictions.
Mines and Minerals (Development and Regulation)
Act, 1957Governs mining activities in India.

Constitutional Provision
Entry 54, Union ListParliament can regulate mines
and mineral development in public interest.

Coal in India's Energy Mix
Coal accounts for around 55% of India's primary
commercial energy needs.
Around 70% of electricity generation is coal-based.
India is among the world's largest producers and
consumers of coal.

Major Institutions
Coal India Limited
Coal Controller Organisation
Ministry of Coal

Importance for UPSC Mains
Economic Significance

Improves market efficiency and resource allocation.
Supports industrial growth through reliable fuel access.
Strengthens energy security by improving domestic
coal utilization.

Governance Significance
Promotes transparency and accountability.
Reduces discretionary allocation and rent-seeking.
Strengthens regulatory oversight in the coal sector.

Energy Security Significance
Enhances availability of domestic coal.
Reduces import dependence.
Supports uninterrupted electricity generation.

Challenges
Standardization of coal grades.
Efficient dispute resolution mechanisms.
Integration with rail and logistics infrastructure.
Balancing market efficiency with affordability.
Aligning coal reforms with climate commitments.

Way Forward
Develop robust coal quality standards.
Strengthen third-party certification systems.
Improve evacuation and transportation infrastructure.
Ensure participation of small consumers.
Establish effective market surveillance mechanisms.
Use coal exchanges as a transitional reform while
accelerating renewable energy expansion.
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KEY HIGHLIGHTS:
Context

The India Meteorological Department (IMD) has
confirmed the development of El Niño
conditions over the equatorial Pacific Ocean.
The latest Niño 3.4 index has crossed the El
Niño threshold.
IMD has attributed its forecast of below-
normal Southwest Monsoon (2026) largely to
the emergence of El Niño.
The National Oceanic and Atmospheric
Administration (NOAA), USA, has projected that
El Niño may strengthen further and could
become a very strong El Niño by late 2026.
Simultaneously, the Indian Ocean Dipole (IOD)
is expected to remain neutral, reducing the
possibility of offsetting El Niño's adverse
effects.

Key Points
El Niño

Warm phase of the El Niño Southern Oscillation
(ENSO).
Characterized by abnormal warming of sea
surface temperatures (SSTs) in the central and
eastern equatorial Pacific Ocean.
Declared when SST anomalies in the Niño 3.4
region exceed +0.5°C.

ENSO Phases
El Niño – Warm phase.
Neutral – Normal conditions.
La Niña – Cool phase.

Impact on India
Weakens the Walker Circulation and monsoon
winds.
Leads to below-normal rainfall over most parts
of India.
Increases probability of:

Drought conditions
Heatwaves

Water stress
Agricultural losses
Food inflation

IMD Forecast (2026)
Seasonal rainfall expected to be about 10% below
normal.
Most regions likely to receive below-normal rainfall.
Northeast India and parts of extreme southern India
may receive near-normal rainfall.

Indian Ocean Dipole (IOD)
Climate phenomenon in the Indian Ocean.
Positive IOD generally supports the Indian
monsoon.
Neutral IOD expected during 2026, limiting support
to monsoon rainfall.

Static Linkages
Differential heating of land and sea is the primary
driver of monsoon circulation.
Walker Circulation controls east-west atmospheric
circulation in the tropics.
Trade winds influence ocean currents and SST
distribution in the Pacific Ocean.
Ocean-atmosphere interactions affect global
climate systems.
Monsoon variability directly impacts agricultural
production and food security.
Climate anomalies can influence hydrological cycles
and drought occurrence.

Critical Analysis
Concerns

Reduced monsoon rainfall may affect Kharif crop
production.
Increased dependence on irrigation and
groundwater.
Possibility of food inflation due to lower agricultural
output.
Increased frequency of heatwaves and water
scarcity.
Stress on reservoirs and hydropower generation.

Limiting Factors
El Niño does not always result in drought.
Monsoon performance is also influenced by:

Indian Ocean Dipole (IOD)
Madden-Julian Oscillation (MJO)
Eurasian snow cover
Local oceanic conditions

Way Forward
Strengthen climate-resilient agriculture.
Promote drought-resistant crop varieties.
Expand micro-irrigation and water-use efficiency.
Improve seasonal forecasting and early-warning
systems.
Enhance reservoir and groundwater management.
Strengthen crop insurance and contingency
planning.
Integrate climate forecasts into agricultural policy
decisions.
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KEY HIGHLIGHTS:
Context of the News

Four years after Air India's privatization and
transfer to the Tata Group (2022), the airline
continues to face operational, financial, and
service-related challenges.
The issue has gained attention amid concerns
over safety, customer satisfaction,
profitability, and governance following the first
anniversary of the Ahmedabad Air India Flight
171 crash.
Air India's performance is significant not only
for the aviation sector but also for India's
broader privatization and infrastructure
development agenda.

Key Points
Air India continues to report substantial
financial losses despite significant capital
infusion.
Challenges persist in fleet modernization,
operational efficiency, engineering
maintenance, and service consistency.
India aims to develop globally competitive
airlines and emerge as an international aviation
hub.
Success of Air India is viewed as an important
test case for PSU privatization.
Aviation growth is crucial for trade, tourism,
connectivity, employment generation, and
economic development.
Customer-centric service delivery and safety
standards remain critical for long-term
competitiveness.

Static Linkages
Privatization aims to improve efficiency,
competitiveness, and resource allocation.
Strategic sectors require a balance between
commercial viability and national interests.
Transport infrastructure acts as a growth
multiplier by reducing transaction costs.
Corporate governance emphasizes accountability,
transparency, and stakeholder trust.
Consumer welfare is enhanced through
competition, efficiency, and quality service
delivery.
Safety regulation is an essential function of the
state in network industries.

Critical Analysis
Significance

Demonstrates the effectiveness of privatization
reforms.
Supports India's aspiration to become a global
aviation hub.
Enhances international connectivity and
economic integration.
Generates employment across multiple sectors.

Challenges
Persistent financial losses despite ownership
change.
Service quality and customer satisfaction
concerns.
Safety and crisis-management issues affecting
public confidence.
Workforce integration and organizational culture
challenges.
High operational costs and intense market
competition.

Concerns for Governance
Need for greater transparency in accident
investigations.
Importance of accountability in public-facing
services.
Balancing commercial objectives with passenger
safety and welfare.

Way Forward
Prioritize safety and operational reliability.
Strengthen customer-centric service delivery.
Improve transparency and public communication.
Enhance maintenance and engineering
capabilities.
Develop globally competitive cost structures.
Strengthen corporate governance and
accountability mechanisms.
Promote skill development in the aviation
workforce.
Align aviation growth with India's hub-and-spoke
connectivity strategy.
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KEY HIGHLIGHTS:
Context

One year has passed since the crash of Air
India Flight AI171 (Boeing 787 Dreamliner),
which resulted in the deaths of 242 passengers
and crew along with 19 persons on the ground.
The final investigation report by the Aircraft
Accident Investigation Bureau (AAIB) is still
awaited.
Concerns have been raised regarding
transparency, selective disclosure of
information, and possible technical failures.
The issue highlights the importance of aviation
safety, independent investigations, and public
accountability.

Key Points
Aircraft Accident Investigation Bureau (AAIB)

Established in 2012 under the Ministry of Civil
Aviation.
Investigates civil aircraft accidents and serious
incidents in India.
Functions in accordance with international
standards prescribed by ICAO.

ICAO Annex 13
Provides international standards for aircraft
accident investigations.
Objective is:

Prevention of future accidents.
Improvement of aviation safety.

Investigation is not meant to assign blame or
criminal liability.

Boeing 787 Dreamliner
Long-range, wide-body aircraft.

Uses advanced composite materials.
Has faced concerns globally regarding:

Lithium-ion battery issues.
Electrical system problems.
Manufacturing quality concerns.

Issues Raised in the AI171 Investigation
Delay in publication of final report.
Limited disclosure of cockpit voice recorder
information.
Concerns regarding examination of possible
electrical/system failures.
Demand for greater transparency by pilot
associations and victims' families.

Static Linkages
Chicago Convention, 1944.
ICAO and international civil aviation governance.
Principles of transparency and accountability in
public administration.
Regulatory bodies and independent
investigations.
Disaster risk reduction and safety audits.
Consumer protection and passenger safety.
Public trust in governance institutions.
Corporate accountability in industrial and
transport accidents.

Mains Enrichment
Significance of Transparent Accident Investigations

Enhances public confidence.
Strengthens aviation safety standards.
Identifies systemic failures.
Facilitates regulatory reforms.
Improves emergency response mechanisms.

Challenges
Balancing confidentiality with transparency.
Technical complexity of investigations.
Pressure from stakeholders and media.
Cross-border involvement of manufacturers and
regulators.
Maintaining institutional independence.

Way Forward
Timely publication of final investigation reports.
Strengthening technical capacity of AAIB.
Adoption of global best practices in accident
investigation.
Greater transparency through periodic public
updates.
Improved safety audits and maintenance
oversight.
Enhanced coordination between airlines,
regulators, and manufacturers.
Institutionalization of lessons learned into
aviation regulations.
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KEY HIGHLIGHTS:
Context

The Monetary Policy Committee (MPC) of the
Reserve Bank of India kept policy rates
unchanged.
RBI revised its FY inflation projection upward
from 4.6% to 5.1%.
Retail inflation (CPI) increased from 3.48%
(April) to 3.93% (May).
Food inflation rose to 4.78%, mainly due to
higher prices of vegetables and perishables.
Weak and delayed monsoon has raised
concerns over Kharif sowing and food price
stability.
Rising fuel and LPG prices are contributing to
inflationary pressures through higher
transportation and service costs.

Key Facts 
Inflation Target under Flexible Inflation
Targeting (FIT): 4% ± 2%
Inflation measure used by RBI: Consumer Price
Index (CPI-Combined)
MPC Composition:

6 Members
3 from RBI
3 nominated by Central Government

Decision-making: Majority vote; RBI Governor
has casting vote in case of a tie.
Food inflation constitutes a significant share of
CPI basket.
Inflation expectations influence future
consumption, savings, wage demands, and
investment decisions.

Static Linkages
Inflation can be:

Demand-Pull Inflation
Cost-Push Inflation
Imported Inflation

Fuel price increases often trigger cost-push inflation.
Monsoon performance directly impacts:

Agricultural production
Food inflation
Rural demand
Overall economic growth

Monetary policy tools:
Repo Rate
Reverse Repo Rate
Cash Reserve Ratio (CRR)
Statutory Liquidity Ratio (SLR)
Open Market Operations (OMO)

Inflation targeting framework was institutionalized
through amendments to the RBI Act, 1934.

Why Inflation is Rising?
Domestic Factors

Increase in food prices (vegetables, perishables).
Delayed monsoon affecting Kharif sowing prospects.
Rising LPG, petrol and diesel prices.
Supply-chain bottlenecks.

External Factors
Global energy market disruptions.
Volatility in crude oil prices.
Tightening monetary policies by major central banks.
Imported inflation through higher commodity prices.

Significance for India
Inflation directly affects purchasing power of
households.
Higher food inflation disproportionately impacts poor
and vulnerable sections.
Rising inflation can reduce real income and
consumption demand.
Persistent inflation may compel RBI to maintain a
tighter monetary stance.
Inflation management is crucial for sustaining long-
term economic growth.

Challenges
Balancing growth and inflation control.
Weather-related uncertainties affecting agriculture.
Global geopolitical tensions influencing energy prices.
Anchoring inflation expectations among households
and businesses.
Ensuring monetary policy transmission without hurting
investment.

Way Forward
Strengthen agricultural supply chains and storage
infrastructure.
Promote climate-resilient agriculture.
Improve food stock management and market
intelligence.
Enhance coordination between fiscal and monetary
policy.
Diversify energy sources and accelerate renewable
energy adoption.
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