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GST revenues up 14% in June
amid dependence on imports
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o Continued dependence on imported
manufacturing inputs.

¢ Industry recommendations:

o Rationalise Inverted Duty Structure (IDS).
Introduce Pan-India GST Registration.
Improve Input Tax Credit (ITC) mechanism.
Faster dispute resolution.

Gradual inclusion of Natural Gas and ATF
under GST.
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Static Linkages

101st Constitutional Amendment Act, 2016
introduced GST.

Article 246A - Concurrent powers of
Parliament and States to levy GST.

“@@wf‘*% f":"'ff-”m; s e Article 269A - Levy and distribution of IGST on
FEACEE SR e inter-State trade.
e SRTEEDS HESRE * Article 279A - Constitutional status to the GST
RIS oS SR Council.
et s ¢ GSTis a destination-based, value-added
B Dl ir et oy e indirect tax.
KEY HIGHLIGHTS: ¢ Components:
Context o CGST
e GST completed 9 years of implementation on 1 ° SGST/UTGST
July 2026. o IGST

Gross GST collections (June 2026) stood at
¥1.95 lakh crore, registering 13.9% YoY growth
—the highest annual growth in the last 13
months.

Growth was primarily driven by GST collected
on imports, while domestic GST collections
remained comparatively subdued.

The trend has revived the debate on import
dependence, manufacturing competitiveness,
GST rationalisation and structural reforms.

Key Points
e Gross GST Collection (June 2026): ¥1.95 lakh

crore.

o Domestic GST Collection:¥1.35 lakh crore.

o Growth: 6.5% YoY.

o Share declined from 74% (June 2025) to
69% (June 2026).

o GST from Imports:Growth: ~35% YoY.

o Contributed nearly 31% of total GST
revenue.

e Import GST has recorded:

o 16 consecutive months of double-digit
growth.

o 10 consecutive months of faster growth
than domestic GST collections.

e Suggested reasons:

o Higher imports of raw materials and
intermediate goods.
o Rise in global commodity prices.

Input Tax Credit (ITC) eliminates cascading of
taxes.

Inverted Duty Structure (IDS): Tax on inputs
exceeds tax on output, leading to accumulation
of unutilised ITC.

Outside GST:

Alcohol for human consumption.
Petroleum crude.

Petrol.

Diesel.

Natural Gas.

Aviation Turbine Fuel (ATF) (until notified
by GST Council).

O O O O O o

Value Addition
Why is rising import GST a concern?

Indicates higher dependence on imported
inputs.

May weaken the objective of Atmanirbhar
Bharat.

Can widen the trade deficit if imports outpace
exports.

Reflects limited domestic value addition in
manufacturing.

Importance of GST

One Nation, One Tax.

Removal of cascading taxes.

Common national market.

Improved tax compliance through digitisation.
Enhances Ease of Doing Business.



Strengthens cooperative federalism through
the GST Council.

Major Challenges

Inverted Duty Structure.

Multiple State-wise registrations.

Delayed ITC refunds.

Frequent litigation.

Petroleum and alcohol remain outside GST.
Complex rate structure.

Critical Analysis
Positives

Robust GST collections indicate improved
compliance.

Better use of digital tools (e-Invoice, e-Way Bill,
analytics).

Stable indirect tax revenues strengthen fiscal
capacity.

Import of intermediate goods may support
manufacturing.

Concerns

Import-led GST growth is structurally
unsustainable.

Weak domestic GST growth may indicate softer
domestic demand.

IDS blocks working capital.

Compliance burden remains high for multi-
State businesses.

Exclusion of major sectors limits GST
efficiency.

Way Forward

Rationalise GST rates and remove the Inverted
Duty Structure.

Gradually include Natural Gas and ATF under
GST.

Introduce single Pan-India GST registration.
Strengthen ITC refund mechanism.

Reduce GST litigation through faster dispute
resolution.

Promote domestic manufacturing under Make
in India and PLI.

Move towards a simpler three-rate GST
structure over time.




Centre fixes minimum wage of X300 per day under VB-G RAM G scheme

The Hindu Bureau
NEW DELHI

The Centre has fixed a
floor wage of T300 per day
under the Viksit Bharat-
Guarantee for Rozgar and
Ajeevika Mission (Gramin)
(VB-G RAM G) Act, 2025,
which came into effect on
Tuesday replacing the Ma-
hatma Gangdhi National Ru-
ral Employment Guaran-
tee Act (MGNREGA), 2005.
The 21 States and Union
Territories which paid less
than 300 per day under
the MGNREGA have had
their wage rates increased
to this level, while States al-
ready paying above ¥300
saw more minimal hikes.
Four major Hindi-belt

States saw significant wage
increases - ¥48 in Uttar
Pradesh, ¥45 in Bihar, 39
in Madhya Pradesh, and
19 in Rajasthan - com-
pared with the last
MGNREGA rates set in
2025-26. Barring the UT. of
Dadra and Nagar Haveli
and Daman and Diu,
where wages remain un-
changed from the MGNRE-
GA levels, Telangana re-
corded the lowest increase
of just ¥, with wages rising
0.33% from 307 to BOS.

Other southern States
which were already above
the 2300 level also saw mi-
nimal hikes, including
Andhra Pradesh (1.6%), Ta-
mil Nadu (2.7%), and Kar-
nataka (3.2%).

Excluding the special
rate of ¥450 applicable 10
certain gram panchayats in
Sikkim, Haryana continues
to have the highest wage
rate at ¥409, but recorded
one of the lowest increases
of just 2.25%. Haryana
(2409), Goa (¥406) and
Kerala (¥401) are the only
States with wage rates
above 1400,

‘Hike above 15%"
Northern and northeast-
e States which saw wage
hikes above 15% to reach
the T300 level include Aru-
nachal Pradesh, Nagaland,
Himachal Pradesh, Utta-
rakhand, Jharkhand, As-
sam, Tripura, Sikkim, and
West Be .

-

Small boost:

Several States which paid less than ¥300 per day

under MGNREGA have had their wage rates jacked up. ARUN KULKARN

Congress general secre-
tary Jairam Ramesh criti-
cised the notification, say-
ing the wages remain
“unjustifiably low". He
reiterated the Congress's
demand, made during the

KEY HIGHLIGHTS:

Context

The Union Government has notified a national
floor wage of ¥300/day under the Viksit
Bharat-Guarantee for Rozgar and Ajeevika
Mission (Gramin) [VB-G RAM G] Act, 2025,
replacing MGNREGA, 2005.

States paying below ¥300 have been brought
up to the floor wage, while States already
above ¥300 received marginal revisions.

The Act also modifies the Centre-State cost-
sharing pattern, making it a significant issue for
rural employment policy and fiscal federalism.

Key Points

National floor wage: ¥300/day.

Highest wages: Haryana (409), Goa (¥406),
Kerala (R401).

Major revisions: Uttar Pradesh (+348), Bihar (+
¥45), Madhya Pradesh (+¥39), Rajasthan (+319).
Highest percentage increase (>15%): Arunachal
Pradesh, Nagaland, Himachal Pradesh,
Uttarakhand, Jharkhand, Assam, Tripura, Sikkim
and West Bengal.

Anoop Satpathy Committee (2019):
Recommended a national minimum wage floor
of ¥375/day.

Key change: Combined labour + material
expenditure is reportedly subject to the 60:40
Centre-State sharing ratio, increasing States'
fiscal responsibility for additional employment.

Static Linkages

Article 41: Right to Work (Directive Principle;
subject to the State's economic capacity).
Article 39(a): Adequate means of livelihood.
Article 43: Living wage and decent standard of
life for workers.

Labour: Concurrent List (Entry 22, Seventh
Schedule).

73rd Constitutional Amendment: Strengthens
Panchayati Raj Institutions in implementing
rural development programmes.

2024 Lok Sabha campaign,
for a national daily mini-
mum wage of 2400 for all
workers in India.

“The Expert Committee
headed by Dr. Anoop Sat-
pathy, set up by the Modi

government, had also re-
commended a national mi-
nimum wage floor of 1375
per day in 2019,” he said.
Mr. Ramesh noted that
the Parliamentary Stand-
ing Committee on Rural
Development, chaired by
Congress MP Saptagiri Ula-
ka, had also consistently
recommended higher wag-
es for MGNREGA workers.
Given the “widespread
minimum wage protests in
industrial hubs like Noida,
and at a time when the
stagnation of rural wages is
widely recognised as a key
constraint on our econom-
ic growth”, the notification
was both a “snub to India's
workers and an unwise
economic policy,” he said.

“A just minimum wage for
India’s workers would
adopt Dr. Satpathy's re-
commendation and ac-
commodate the increase in
prices since then,” he
added.

Burden on States

Mr. Ulaka said his party
had opposed the VB-G
RAM G Act “from the
streets to Parliament” and
would continue to do so.
“We appeal to the govern-
ment that the VB-G RAM G
be repealed and a streng-
thened MGNREGA be
brought back,” he said at a
press conference here. He
criticised the shift from the
rights-based, demand-dri-
ven MGNREGA to what he

described as a supply-dri-
ven, government-driven
VB-G RAM G.

Mr. Ulaka said a key con-
cern was the new cost-
sharing arrangement. Un-
der MGNREGA, the Centre
bore almost the entire la-
bour cost, while material
costs were shared in a
60:40 ratio. Under VB-G
RAM G, however, the com-
bined labour and material
expenditure is now subject
to the 60:40 ratio, he said.
“If additional work needs
to be provided beyond
this, the financial burden
will fall on the State go-
vernment,” he added.
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e Social Audit: Mandatory accountability
mechanism in rural employment programmes.

Critical Analysis

Advantages

e Enhances rural income in low-wage States.
e Improves consumption demand in rural areas.
e Reduces inter-State wage disparity.

Concerns

Strengthens livelihood security.

e ¥300 may remain below a living wage in many

regions.

e Greater financial burden on States due to
revised cost sharing.

* Concerns over dilution of the rights-based and
demand-driven nature of rural employment.

¢ Inflation may reduce the real value of wages.

Way Forward
¢ Index wages to CPI-Rural.
e Periodically revise wage rates through an

expert mechanism.
* Ensure timely wage payments through DBT.
e Strengthen social audits and transparency.
e Maintain adequate Central support to sustain
employment generation.
e Converge employment works with water
conservation, agriculture and climate-resilient
infrastructure.



World Bank may scrap funding target for climate projects
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KEY HIGHLIGHTS:
Context

e The World Bank Group (WBG) has decided to
retire its 45% climate co-benefits financing
target, following objections from the United
States, its largest shareholder.

e The announcement was made on 29 June 2026
during the review of the Climate Change Action
Plan (CCAP).

¢ The Bank clarified that it will continue
supporting countries in achieving their
Nationally Determined Contributions (NDCs)
and monitor climate outcomes, but without a
fixed financing target.

e The decision has significant implications for
global climate finance and developing
countries, including India.

Key Points

o Climate Change Action Plan
(CCAP)Launched in 2021.

o Initially mandated 35% of World Bank
financing for climate-related projects.

o Targetincreased to 45% in 2023.

o Covers both:

= Climate Mitigation
= Climate Adaptation

o Latest Decision45% climate finance target
withdrawn.

o Shift from financing targets to
development outcomes.

o Climate indicators (GHG emissions &
resilience beneficiaries) will continue to be
monitored.

o ReasonThe U.S. argued that fixed climate
spending targets divert the Bank from its
core mandate of poverty reduction and
economic development.

o Implications for IndiaMay affect future
financing for:

= Renewable Energy

= Green Hydrogen

= Battery Storage

= Climate-resilient Agriculture

= Flood Management
= Forest & Mangrove Restoration
= Atal Bhujal Yojana
= Dam Rehabilitation
o Climate FinanceDeveloping countries continue
to demand greater financial support from
developed nations for achieving climate goals.

Static Linkages
o World Bank Group (WBG)IBRD, IDA, IFC, MIGA,
ICSID, Paris Agreement (2015)Adopted under
UNFCCC.
o Goal:
= Keep temperature rise well below 2°C.
= Pursue efforts to limit warming to 1.5°C.
o Implemented through Nationally Determined
Contributions (NDCs).
Climate Mitigation
o Reducing greenhouse gas emissions or
enhancing carbon sinks.
Climate Adaptation
o Reducing vulnerability to climate change
impacts.
Green Climate Fund (GCF)
o UNFCCC financial mechanism supporting
developing countries.
India's Updated NDC (2022)
o Reduce emissions intensity of GDP by 45% by
2030 (from 2005 levels).
o About 50% cumulative installed electric power
capacity from non-fossil fuel sources by 2030.

Critical Analysis
Positives
e Greater flexibility in development financing.
e Focus on measurable outcomes rather than
expenditure targets.
e Better alignment with country-specific
development priorities.
Concerns
e Reduced predictability of climate finance.
e Possible decline in funding for adaptation
projects.
e May weaken confidence in global climate
commitments.
e Could affect climate-vulnerable developing
countries disproportionately.

Way Forward

e Strengthen multilateral climate finance.

e Ensure predictable and adequate climate funding.

e |ncrease concessional finance for adaptation.

e Promote blended finance and private-sector
participation.

e Improve transparency in climate finance
reporting.

e Support developing countries in achieving their
NDCs.



The case for building India’s coal chemistry capability
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KEY HIGHLIGHTS:

Context
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e The 2026 Strait of Hormuz disruption exposed
India's vulnerability to LPG imports despite
successful diversification of crude oil supplies.

e The Union Government is promoting coal
gasification and Dimethyl Ether (DME)
production to reduce dependence on imported

LPG.

e The Union Cabinet approved a ¥37,500 crore
Coal and Lignite Gasification Incentive Scheme
with a target of 100 Million Tonnes (MT) coal
gasification by 2030.

* Indigenous CSIR-National Chemical Laboratory
(NCL) technology for methanol-to-DME
conversion is being scaled up.

Key Points

Why Coal Gasification?
e Converts coal into Syngas (CO + H).
* Syngas can be converted into:

o Methanol

O O O O

Dimethyl Ether (DME)
Hydrogen
Fertilisers
Chemicals

Dimethyl Ether (DME)
e Clean-burning alternative fuel to LPG.
e Can be blended with LPG without major
changes in distribution infrastructure.
e Bureau of Indian Standards (BIS) permits up to
20% DME blending with LPG.

Significance

* Reduces LPG import dependence.
e Utilises India's abundant coal reserves.
e Strengthens energy security.

Promotes indigenous technology and
Atmanirbhar Bharat.

Government Initiative

¥37,500 crore Coal & Lignite Gasification
Incentive Scheme

Target: 100 MT coal gasification by 2030
Incentive: Up to 20% of Plant & Machinery cost
Coal linkage tenure extended to 30 years.

Challenges

High ash content of Indian coal.

High capital requirement.

Technology gap with leading countries.
Environmental concerns due to CO. emissions.
Need for Carbon Capture, Utilisation and
Storage (CCUS).

Static Linkages

Coalis India's largest source of commercial
energy.

Energy security rests on availability,
affordability, accessibility and sustainability.
Coal gasification is cleaner than direct coal
combustion but is not carbon-neutral.
Diversification of energy sources reduces
geopolitical risks.

Indigenous technology development is a key
pillar of Atmanirbhar Bharat.

Critical Analysis
Positives

Reduces import dependence on LPG.

Enhances strategic energy security.

Supports domestic coal value addition.
Encourages indigenous R&D and
manufacturing.

Generates employment in coal-bearing regions.

Concerns

High CO; emissions without CCUS.
Water-intensive process.

High investment requirement.
Environmental implications of increased coal
utilisation.

Limited domestic gasification capacity.

Way Forward

Develop gasification technology suitable for
high-ash Indian coal.

Scale up indigenous DME technology.
Integrate CCUS with coal gasification projects.
Promote public-private partnerships.
Strengthen R&D and skilled manpower.
Ensure balance between energy security and
climate commitments.
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KEY HIGHLIGHTS:

Context
¢ Indian National Science Academy (INSA)
released a Policy Brief (May 2026) proposing an
Integrated National Energy Framework (INEF).
e The framework seeks to support India's goals
of:
o Energy Self-Reliance (Viksit Bharat) by 2047
o Net Zero Emissions by 2070
e [trecommends integrated planning across all
energy sources to strengthen energy security,
affordability, sustainability, and resilience.

Key Points
Why is the Framework Needed?
* Rising energy demand due to rapid economic
growth and urbanisation.
e High dependence on imported crude oil and
natural gas.
* Need for coordinated planning across:
Coal
Renewable Energy
Natural Gas
Nuclear Energy
Bioenergy
Energy Storage
Grid Infrastructure
Four Pillars of the Framework
1. Adequacy
* Diversified energy mix.
* Reliable supply.
* Modern transmission, storage and smart grids.
2. Access
* Reliable and equitable energy access.
e Strengthening last-mile connectivity.
e Promotion of decentralised renewable energy.
3. Affordability
* Cost-effective energy transition.
e Efficient energy markets.
e Consumer protection and innovative financing.
4. Appropriate Sustainability
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Sustainable transition aligned with India's
developmental priorities.

Region-specific transition pathways.

Skill development and community participation.

Cross-cutting Enablers

Circular Economy

Carbon Capture, Utilisation and Storage (CCUS)
Green Hydrogen

Digitalisation

Energy Storage Technologies

Phased Strategy
Short Term

Expand renewable energy.
Strengthen grid and storage.
Promote Green Hydrogen.
Improve institutional coordination.

Long Term

Integrated low-carbon energy system.
Greater use of bio-resources.
Resilient and interconnected energy ecosystem.

Static Linkages

Energy — Concurrent List (Entry 38, List Ill).
Article 39(b) - Equitable distribution of material
resources.
Article 48A - Protection and improvement of
environment.
Article 51A(g) -
environment.
Energy Conservation Act, 2001.
National Green Hydrogen Mission (2023).
Panchamrit Commitments (COP26):
o 500 GW non-fossil electricity capacity by 2030.
o Net Zero by 2070.

Fundamental Duty to protect the

Critical Analysis
Positives

Strengthens long-term energy security.
Promotes integrated energy planning.

Supports Net Zero and energy transition.
Encourages Green Hydrogen and CCUS.
Improves resilience against global energy shocks.

Challenges

High investment requirement.

Import dependence for critical minerals.

Renewable grid integration challenges.

Limited commercial viability of CCUS.

Inter-ministerial and Centre-State coordination issues.

Way Forward

Formulate a comprehensive Integrated National Energy
Policy.

Accelerate energy storage and Green Energy Corridors.
Strengthen domestic critical mineral supply chains.
Increase investment in Green Hydrogen and CCUS R&D.
Promote smart grids and demand-side energy
efficiency.

Ensure a Just Energy Transition through skill
development and social protection.



Fixing the rot

There seems a recurring pattern in the
examination paper keaks across States

arruption in public life is often linked 1o

“malfeasance”, the venality of gpovernment

officials in high places taking bribes and
missing their positions 1o enrich themselves or
their cronies. But a more corrosive variant that
impinges upon public life includes the systemartic
subwversion of public examinations and recruit-
ment. This is because public examinations and
teacher recruitment are pathways to creating
skilled indididuals in a rapidly modernising econo-
my where jobs increasingly depend on skills and
training. Corruption in these processes, which
should ideally be done on merit, will erode India’s
ability to fully realise its demographic dividend. Be
it the National Testing Agency having to re-conduct
NEET for medical undergraduate aspirants, or, the
postponement of the Maharashtra Teacher Eligi-
bility Test just before its scheduled date (June 28),
the malaise seems depressingly familiar. It is dri-
ven by a contage industry that leaks papers
through insider networks and targets the vast
coaching ecosystem to rake in money from those
seeking shortouts to pass. In the Maharashtra case,
the alleged kingpin - a Patna resident suspected of
links to an Odisha paper leak scam in 2024 and
even (o the NEET scam - reportedly man teams
from Bihar and Haryana that sought 1o sell papers
o coaching classes,

Eerily, a similar template surfaces in scam after
scam. In Gujarat, the alleged mastermind of the
2023 junior-cherk recruitment exam leak was an
employee at a Hyderabad press that printed the
paper. In 2024, in Jammau and Kashmir, a printing-
jpress insider and security men were chargesheet-
ed in the 2022 services board exam leak case. In
Rajasthan, the December 2022 teacher-recruit-
ment paper was sold by a serving government
teacher. The common element is the presence of
insider networks that have worked out ways to
scam the system. The vulnerability bes not only in
how question papers are distributed, but also in
how they are set, with the repeated involvement of
a select group of experts — many are linked to the
coaching ecosystem. This is why the ritual of hunt-
ing for “kingpins® and running performative imves-
tigations until public attention fades beaves the
core problem untouched. Pertinent questions are
rarely addressed. Is the paper set by the same
closed pool of examiners each time? Are their an-
tecedents and commercial links verified? Do the
departments that run these exams scrutinise exa-
miners for conflicts of interest? Lastly, even if the
system undertakes such reforms, it would be in-

without accountability. Education Minis-
ters — at the Centre and States - must own these
failures. When leaks recur as routinely as they now
do, the Minister who presides over the system
should not remain in the post.

KEY HIGHLIGHTS:
Context

* Repeated paper leak incidents in public
examinations have highlighted systemic
weaknesses in India's recruitment and
examination system.

e The Maharashtra Teacher Eligibility Test
(MAHA-TET) was postponed due to an alleged
paper leak, following similar controversies in
NEET-UG and several State recruitment
examinations.

* |nvestigations indicate the involvement of
organized interstate networks comprising
printing press insiders, coaching centres, and
examination officials.

* Theissue directly impacts merit-based
recruitment, governance, human capital
formation, and India's demographic dividend.

Key Points
e Paper leaks undermine fairness, transparency,
and credibility of public examinations.
¢ Major vulnerabilities include:
o Printing and transportation of question
papers.
o Insider involvement.
o Repeated use of the same paper setters.
o Conflict of interest with coaching institutes.
e Consequences:

Erosion of public trust.
Delay in recruitments.
Financial and psychological burden on
aspirants.
Decline in administrative efficiency.
o Weakening of India's demographic dividend.

Static Linkages

e Article 14 - Equality before Law.

e Article 16 - Equality of Opportunity in Public
Employment.

e Rule of Law - Fair, transparent and impartial
recruitment.

e National Education Policy (NEP), 2020 -
Transparent and technology-enabled assessment
system.

e Second Administrative Reforms Commission
(ARC):

o Ethics in Governance
Transparency
Accountability
Integrity in Public Administration
Public Examinations (Prevention of Unfair
Means) Act, 2024Prevents unfair means in
notified public examinations.
o Prescribes stringent penalties for organized
paper leaks.
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Critical Analysis
Significance
e Ensures meritocracy in education and public
employment.
e Protects human capital development.
e Strengthens institutional credibility.
e Supports realization of the demographic dividend.
Challenges
e Organized criminal networks.
e Insider collusion.
e Weak examination security.
e Poor accountability of examination authorities.
e Coaching ecosystem influencing examination
processes.
e Delay infilling public vacancies.
Constitutional & Ethical Issues
e Violates Article 14 and Article 16.
e Compromises integrity, fairness and
accountability.
e Weakens citizens' trust in public institutions.

Way Forward

e Strict implementation of the Public Examinations
(Prevention of Unfair Means) Act, 2024.

e End-to-end encrypted digital examination
management.

e Al-based surveillance and audit systems.

e Rotation and background verification of paper
setters.

e Mandatory conflict-of-interest disclosures.

e Independent examination audit mechanism.

e Time-bound investigation and prosecution.

e Fixed administrative accountability for recurring
leaks.



Yes and no
Governments must respect the
decision-making of gram sabhas

new report, based on Rural Development

Ministry sirveys, opens a rane data-backed

window into the ercsion of India’s grass-
roots democracy. But where the state has framed
the issue as one of “vibrancy”, the report high-
lights a paradox. It acknowledges that =participa-
tion fatigue™ has kept citizens: from engaging in
gram sabhas whereas its solutions, such as more
meetings and oversight, are a recipe to further alie-
mate the rural working class. The Tind Amendment
empowers gram sabhas, but governments have re-
duced them to clearinghouses for central and State
schemes. This fundamental aspect must change.
However, in response to 18%-28% of respondents
citing a lack of outcomes as the reason for low in-
terest, the report pushes for greater use of the NIR-
NAY app and to upload meeting minutes in real-
time. In the real workd, panchayat secretaries thus
Tanve bess time facilitating discussion even as lack-
lustre oversight has allowed officials to tell workers
that their MGNREGA demands were ‘not entered
in the system” due to server errors. Similarly, that
mare than half of the barriers to participation are
related to livelihoods could point &s masch to visibly
systemic issues — such as the precarious nature of
rural labour today - as to deliberate economic ex-
clusion by the state, as scholars have highlighted.
But the report does not acknowledge such diver-
gent possibilivies. Due w the state Giling w instn-
tionalise attendance as a paid component of social
protection, gram sabhas have remained a play-
ground for the leisured elite such as laindbords and
CONTACIONs,

Acconding o the report, gram sabhas spend 13%
of the time dentifying local [ssues bt only 4% dis-
cussing revenue generation. But gram panchayats
hiave been systematically constrained from raising
their taxes, leaving them dependent on grants. The
Hth and 15th Finance Commissions grants thed
panchayat spending to central priorities such as
drinking water and sanitation, Emiting local prios-
ities to “flagship’ programmes such as the Jal Jeevan
Mission and Swachh Bharat. There is thus no in-
centive for cittzens to attend a meeting if the funds
are being earmarked by Delhi bureaucrats. The re-
jport also states that Provisions: of the Panchayats
(Extension to the Scheduled Areas) (PESA) Act
areas have “reasonably strong physical infrastruc-
ture”, Unider the PESA Act 1996 and related forest
rights laws, gram sabhas have the right o provide
prior informed consent for land acquisition and
mining. However, the state rowtinely bypasses
them or uses the excuse of low participation to ma-
mufacture consent. The Hasdeo Arand protests
were rooted in this issue. There is a right tosay *no’
and the state simply needs to acknowledge it. If
‘yes' st be the only answer, the reporm’s growses
are a farce.

KEY HIGHLIGHTS:
Context

* A Ministry of Rural Development survey
highlighted declining participation in Gram
Sabha meetings across rural India.

e The report attributes low participation to
participation fatigue, livelihood constraints,
and lack of visible outcomes.

e |t recommends greater use of digital
governance tools (e.g., NIRNAY App) and
stronger monitoring.

e The issue has revived concerns over the
effective functioning of Panchayati Raj
Institutions (PRIs), fiscal decentralisation, and
implementation of the PESA Act, 1996.

Key Points

e Gram Sabha is the assembly of all registered
voters in a village under Article 243A.

e The 73rd Constitutional Amendment Act, 1992
gave constitutional status to Panchayati Raj
Institutions.

e Survey findings:

o 18-28% respondents cited lack of
outcomes as the main reason for low
participation.

o More than 50% of participation barriers
were linked to livelihood issues.

o Gram Sabhas spend 13% of meeting time identifying
local issues but only 4% on local revenue
generation.

Panchayats remain highly dependent on Finance
Commission grants and Centrally Sponsored Schemes.
In Scheduled Areas, the PESA Act, 1996 empowers
Gram Sabhas regarding:

o Land acquisition

o Minor forest produce

o Minor minerals

o Community resources

Weak implementation of PESA continues to undermine
tribal self-governance.

Static Linkages

Part IX (Articles 243-2430) - Panchayats

Article 40 - Organisation of Village Panchayats (DPSP)
Article 243A - Gram Sabha

Article 243G - Powers, authority and responsibilities of
Panchayats

Article 243H - Panchayat taxation powers

Article 243| - State Finance Commission

Eleventh Schedule (29 Subjects)

73rd Constitutional Amendment Act, 1992

PESA Act, 1996

Forest Rights Act, 2006

MGNREGA, 2005 - Role of Gram Sabha in planning and
social audit

Balwant Rai Mehta Committee (1957)

Ashok Mehta Committee (1978)

L.M. Singhvi Committee (1986)

2nd Administrative Reforms Commission - Local
Governance

Critical Analysis
Positives

Promotes participatory democracy.
Enhances transparency through social audit.
Enables local need-based planning.
Strengthens grassroots governance.

Challenges

Low citizen participation due to livelihood pressures.
Weak fiscal autonomy and limited own-source revenue.
Excessive dependence on tied grants.

Administrative burden due to digital compliance.

Poor implementation of PESA provisions.

Elite capture in Gram Sabhas.

Weak follow-up on Gram Sabha resolutions.

Way Forward

Ensure effective devolution of Funds, Functions and
Functionaries (3Fs).

Strengthen Panchayats' own revenue sources.
Implement PESA in letter and spirit.

Link Gram Sabha decisions with local budgeting.
Reduce unnecessary compliance burden.

Strengthen State Finance Commissions.

Promote capacity building of elected representatives.
Improve awareness and participation through regular
social audits.
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KEY HIGHLIGHTS
Context of the News
* The United States is recalibrating its China
policy from containment to strategic
management, while expanding engagement
with South Asian countries.
¢ China continues to strengthen its influence
through the Belt and Road Initiative (BRI) and
strategic infrastructure projects in India's
neighbourhood.
* The changing geopolitical landscape poses new
challenges to India's strategic autonomy,
neighbourhood policy, and regional leadership.

Key Points

o US Policy ShiftGreater burden-sharing in
Europe (NATO).

o Increased engagement with South Asian
countries beyond India.

o Focus on economic and strategic
partnerships rather than exclusive
balancing against China.

o China's Regional PresenceChina-Pakistan

Economic Corridor (CPEC)

Gwadar Port (Pakistan)

Hambantota Port (Sri Lanka)

Colombo Port City (Sri Lanka)

BRI projects in Nepal, Bangladesh and

Maldives.

o Implications for IndiaReduced strategic
centrality in US Indo-Pacific calculations.

o Intensifying great-power competition in
South Asia.

o Greater bargaining power for smaller South
Asian countries.

o Continued strategic importance of Pakistan
for both the US and China.
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Static Linkages
e Strategic Autonomy is the guiding principle of
India's foreign policy.

Neighbourhood First Policy prioritises
cooperation with immediate neighbours.

Act East Policy complements India's Indo-
Pacific engagement.

SAGAR (Security and Growth for All in the
Region) is India's maritime vision in the Indian
Ocean Region.

Article 51 of the Constitution promotes
international peace and peaceful settlement of
disputes.

BIMSTEC is increasingly important as SAARC
remains largely inactive.

Indian Ocean Region (IOR) is vital for India's
trade and maritime security.

Critical Analysis
Advantages

Multi-alignment enhances India's diplomatic
flexibility.

Competition among major powers creates
economic opportunities for South Asian
countries.

Stronger regional connectivity can improve
India's influence.

Challenges

Expanding US and Chinese influence may
reduce India's regional leverage.

China's strategic infrastructure projects
increase security concerns in the Indian Ocean.
Dependence on Chinese supply chains affects
India's strategic resilience.

Weak regional institutions limit India's
leadership role.

Political instability in neighbouring countries
creates external intervention opportunities.

Way Forward

Strengthen Atmanirbhar Bharat in critical
sectors.

Promote manufacturing, semiconductors, Al
and critical minerals.

Reduce dependence on Chinese imports.
Enhance connectivity and development
partnerships under Neighbourhood First.
Strengthen BIMSTEC, IORA, and Indian Ocean
maritime cooperation.

Maintain strategic autonomy through issue-
based partnerships.

Expand economic integration and people-to-
people ties with neighbouring countries.
Build credible alternatives to external
infrastructure financing in South Asia.
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KEY HIGHLIGHTS:

Context

* |India's infrastructure pipeline has expanded to
13,000+ projects with an estimated value of

Teconony
that must build, decarbonise and malntaln
mv:nl discipline, capital circulation may

The writer s former nance secretary,
Government of India

T185 lakh crore (March 2025).

e To achieve Viksit Bharat@2047 and Net Zero by

2070, India requires massive long-term
infrastructure financing.

e Experts have proposed moving beyond the
traditional Public-Private Partnership (PPP)
model towards Circular Finance, enabling

continuous recycling of capital into new
infrastructure projects.

Key Points

Public-Private Partnership (PPP)

* Long-term contractual arrangement between
the Government and private sector for creating

and operating public infrastructure.

* Objectives:
o Improve efficiency.
o Share project risks.
o Mobilise private investment.
o Reduce fiscal burden.

Why Earlier PPP Model Faced Problems?

* Infrastructure assets have 30-50 years

economic life.

* Most projects were financed through 7-10 year

bank loans.
* Asset-liability mismatch increased debt
servicing burden.
e Global Financial Crisis (2008) and economic
slowdown resulted in:
o Revenue shortfalls.

o Rising NPAs.
o Decline in private investment in
infrastructure.

Concept of Circular Finance
Capital should move according to project risk:

Government - Project preparation, land
acquisition, construction.

Private developers » Build and operationalise
projects.

InvITs » Acquire mature operational assets.
Infrastructure Debt Funds (IDFs) » Refinance
projects.

Pension funds, insurance companies and
sovereign wealth funds » Hold low-risk
operational assets.

Released capital is reinvested in new
infrastructure projects.

Key Institutions

National Investment and Infrastructure Fund
(NIIF)

National Bank for Financing Infrastructure and
Development (NaBFID)

Infrastructure Investment Trusts (InvITs)
Infrastructure Debt Funds (IDFs)

Role of RBI

Promote risk-based repricing of infrastructure
loans.

Encourage refinancing after project risks
decline.

Improve long-term infrastructure credit
market.

Static Linkages

Infrastructure has a high multiplier effect on
GDP and employment.

Long-gestation assets require long-term
finance (Asset-Liability Matching).

PPP is one of the investment models for
infrastructure development.

Viability Gap Funding (VGF) supports
economically desirable but financially unviable
PPP projects.

Asset Monetisation transfers operational rights
while ownership generally remains with the
government.

Development Financial Institutions (DFIs)
bridge long-term financing gaps.

Critical Analysis
Advantages

Reduces pressure on government finances.
Mobilises long-term private capital.
Improves project efficiency.

Enhances asset monetisation.



Supports green infrastructure financing.
Strengthens capital recycling.
Attracts global institutional investors.

Challenges

Weak PPP contract design.

Land acquisition delays.

Regulatory uncertainty.

Limited corporate bond market.
Underdeveloped Infrastructure Debt Funds.
Slow dispute resolution.

Limited participation of pension and insurance
funds.

Way Forward

Develop a second-generation PPP framework
with balanced risk sharing.

Expand corporate bond and municipal bond
markets.

Strengthen NaBFID and Infrastructure Debt
Funds.

Promote wider use of InvITs.

Encourage dynamic risk-based loan pricing by
RBI.

Improve project preparation and contract
enforcement.

Deepen participation of pension, insurance and
sovereign wealth funds.

Align infrastructure financing with India's Net
Zero 2070 and Viksit Bharat 2047 goals.




Signs of resilience, but
risks need monitoring

NTHE fourth quarter of the Last financial year, the Indian

ecomnomy grew at a healthy pace, despite widespread dis-

ruptions to energy markets and global trade in March

due to the West Asia conflict. In the months thereafter,
even as the conflict dragged on, some of the high-frequency
Indicators suggest that the economic momentum has sus-
tained to an extent, This is evident in e-way bill generation,
PMIindices and electriclty consumption, as the finance min-
Estry's latest monthly economic review polnts out. However,
as the report also notes, there are some signs of moderation.
For instance, the index of eight core Industries grew by just
L1 per cent during April-May.

Indiaentered this crisiswith high growth, low inflation and
strong bank and corporate balance sheets. These, as RBI Gov-
ermor Sanjay Malhotra notes in the latest financial stability re-
port, have “helped preserve macro-financial stability™. The
health of the financial system can be gauged across a range of
indicators, Banks have seen adecline in bad loans — gross NPAs
were at 1.8 per cent In March 2026, there were no signs of any
bulld-up in stress. Thedrcapital pesition remalned comfortable
—capital torisk welghted assets ratlowasat 177 per cent — the
Heuicdity buffers were strong and profitabilivy indicators stable.
In fact, the stress tests conducted by the central bank suggest
that banks can cope with adverse shocks. Funding, though, is
a challenge. Similarly, the corporate sector also appears to be
insound health. Leverage continued to fall, while its ability o
service itsdebt obligations showed improvement. Yet, despite
this, private corporate investments remain depressed. Along-
side, as household debt has continued to edge upwards —
standing at45.5 percent by the end of September last year — it
ks a matter of concern that borrowing for consumption pur-
poses, not asset creation, ks the key driver of loans.
Uncertainty arcund West Asla persists, A deficlent monsoon

so far has impacted kharif sowing, while a strengthening El
Nifio may pose risks for the ensuing winter-spring rabi crop.
Going by the prolonged food inflation during 2023-24, which
was alsoan El Nifioyear, this could have implications for infla-
tion and demand — between July 2023 and December 2024,
food inflation averaged 8.5 per cent. These internal and external
risks need close monitoring.

KEY HIGHLIGHTS:

Context

India maintained macroeconomic stability
despite global disruptions arising from the
West Asia conflict.

RBI's Financial Stability Report (FSR)
highlighted the resilience of India's banking and
financial system.

Emerging risks include deficient monsoon,
possible EL Nifio conditions, rising household
debt, and slowing industrial growth.

Key Points
Economic Indicators

High-frequency indicators remain resilient:

o E-Way Bill generation

o PMI (Manufacturing & Services)

o Electricity consumption

Eight Core Industries Growth (Apr-May): 1.1%,
indicating moderation.

Banking Sector (RBI FSR)

Gross NPA: 1.8% (March 2026) - lowest in
recent years.

CRAR: 17.7%, well above Basel Il minimum
norms.

Strong liquidity, profitability and capital
buffers.

RBI stress tests indicate banks remain resilient
under adverse scenarios.

Corporate Sector

Declining leverage.

Improved debt servicing capacity.
Private corporate investment remains
subdued.

Household Sector

Household debt: 45.5% (September 2025).
Growth driven mainly by consumption loans,
not productive asset creation.

Agriculture & Inflation

Weak monsoon affecting Kharif sowing.
Strengthening EL Nifo may impact Rabi
production.

During 2023-24 El Nifio, average food inflation
remained around 8.5%.

Static Linkages

Financial Stability Report (FSR): Published
biannually by RBI.

Gross NPA: Indicator of banking sector asset
quality.

CRAR: Measures a bank's capital against risk-
weighted assets (Basel Ill).

Eight Core Industries: Coal, Crude Oil, Natural
Gas, Refinery Products, Fertilisers, Steel,
Cement and Electricity.

PMI: Leading indicator of economic activity
(>50 = expansion).

EL Nifio: Warming of the central/eastern Pacific
Ocean, generally associated with weaker Indian
monsoon.

Agriculture contributes significantly to food
inflation through supply-side shocks.

Critical Analysis
Positives

Strong banking fundamentals.
Historically low NPAs.

Adequate capital buffers.

Improved corporate balance sheets.
Resilient macroeconomic fundamentals.

Challenges

Weak private investment.

Rising consumption-led household debt.
Slowdown in core industries.

Monsoon uncertainty and ELl Nifio risks.

Food inflation and crude oil price volatility due
to geopolitical tensions.

Way Forward

Encourage private capital expenditure.
Strengthen climate-resilient agriculture and
irrigation.

Promote productive credit over consumption
loans.

Continue prudent banking regulation.
Improve food supply management to contain
inflation.

Diversify energy sources and strengthen
energy security.



Trump could use new
tools after court snub

HE US Supreme Court’s decision to uphold birthright

citizenship comes as a blow to President Donald

Trump's crusade against immigration and a reprieve

for milllons of immigrants, including the Indlan dias-
pora. The executive order, signed on his first day back In office
last year, sought to deny cdtizenship to children bom in the US if
neither parent was a UScitizen or lawful permanent restdent, in-
cluding those whose parents were legally inthe country on tem-
porary visas, But the text of the Constitution — the Fourteenth
Amendment — is unambiguous, reinforeed by well over a cen-
tury of legal precedent: People bom in the US are citizens. Few
expected thecourt toendorse the Trumpadministration's argu-
meent that children bom toparents who entered Dlegallywere not
“subject to the jurisdiction” of the US and not entitled tocitizen-
ship. But even in defeat, Trump has succeeded in politicising
birthright citizenship. an issue that wasonce the subject of broad
bipartisan consensus in America.

The US is home to an estimated 5.4 million people of In-
dlan origin — the largest Indian diaspora — aceounting for
roughly 1.6 per cent of the US population. After Mexicans, In-
dlans constitute the second-largest immigrant group. They
are not only the largest recipients of H-1B visas but also the
nationality mest affected by employment-based green card
backlogs because of capsthat are conintry-specific. Many pro-
fessionals spend years, evendecades, waiting fora permanent
status, raising families while on temporary visas. Without
birthright citizenship, children bom during that period would
enter the same uncertain immigration pipeline as their par-
ents, Trump's order was also detrimental to America's own
interests, Forelgn-born workers make up nearly one-fifth of
the US labour force, and a sharp reduction would carry sig-
nificant economic costs,

Trump has threatened to use Congress to abolish birthright
citizenship in response o the cour verdict. Even if the constit-
thonal guarantee survives, it is only one setback for an adminis-
tration that has already enacted hundreds of immigration restric-
tions, contributing to net migration to the US tuming negative
fior the first time in halfa century. The Supreme Court'sjudgment
may have preserved one of America’s old est constitutional prom-
i=es, butimmigrants remain vulnerable and Trump's crackdown
on immigration is far from over.

KEY HIGHLIGHTS:

Context

The US Supreme Court upheld the
constitutional guarantee of birthright
citizenship, rejecting attempts to deny
citizenship based on the immigration status of
parents.

The judgment reaffirmed the interpretation of
the Fourteenth Amendment of the US
Constitution.

The ruling is significant for the Indian diaspora,
especially professionals residing in the US on
temporary work visas (H-1B).

Key Points

Birthright Citizenship (Jus Soli): Citizenship
acquired by birth within the territory of a
country.

Fourteenth Amendment (1868): Grants
citizenship to all persons born or naturalized in
the US and subject to its jurisdiction.
Landmark Case: United States v. Wong Kim Ark
(1898) established constitutional protection
for birthright citizenship.

The US has around 5.4 million people of Indian
origin, the largest Indian diaspora globally.
Indians are the largest beneficiaries of H-1B
visas.

Country-wise caps on employment-based
Green Cards result in long waiting periods for
many Indian professionals.

* The judgment protects the citizenship rights of
children born to eligible temporary visa
holders in the US.

Static Linkages
e Citizenship is generally based on:
o Jus Soli (Right of Soil)
o Jus Sanguinis (Right of Blood)
e |ndia follows a restricted form of Jus Soli,
combined with Jus Sanguinis.
e Articles 5-11 of the Indian Constitution deal
with citizenship.
e Article 11 empowers Parliament to regulate
citizenship.
¢ Citizenship Act, 1955 governs acquisition and
termination of citizenship in India.
¢ India does not permit dual citizenship; it
provides the Overseas Citizen of India (OCI)
scheme.

Critical Analysis
Positives
e Upholds constitutional supremacy and rule of
law.
¢ Protects rights of immigrant children.
* Provides certainty to skilled migrant families,
including Indians.
e Supports labour mobility and innovation.
Challenges
* Immigration remains politically contentious in
the US.
e Green Card backlog for Indians continues.
e Temporary visa holders remain vulnerable to
policy changes.
e Restrictive immigration policies may affect
global talent mobility.

Way Forward

e Ensure immigration reforms remain consistent
with constitutional principles.

e Address employment-based Green Card
backlogs.

* Promote predictable skilled migration policies.

e Strengthen India-US cooperation on mobility
of professionals.

¢ Enhance engagement with the Indian diaspora.
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