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1. ECONOMY 
 

1.1 Right to Repair Movement  
 

Manifest pedagogy: With products becoming difficult to repair, activists and consumer organisations are 

advocating the ‘Right to Repair’ movement, which aims to enable consumers to repair their electronics products 

by themselves or third-party technicians. In recent years, countries around the world have been attempting to 

pass effective 'right to repair' laws. But it is no surprise that the movement has faced tremendous resistance from 

tech giants such as Apple and Microsoft over the years.  

 

In news: Right To Repair movement and how Big Tech is reacting to it 

 

Dimensions: 

What is the issue about?   US Federal Trade Commission Ruling? 

How does it help the consumers?  Arguments of Tech giants  

Way Forward 

 

Content: 

What is the issue about? 
• Consumers often spend huge amount of money 

on these appliances and gadgets, and 
sometimes find them to become obsolete 
within a few years after purchase.  

• For example, a smartphone’s battery is likely to 
degrade over time and slow down the device’s 
performance. And, if the battery is not 
replaceable, the consumer is forced to dump 
the device and spend thousands of rupees on a 
new phone. 

• Fragile and irreparable components also reduce 
the life of a product. Manufacturers, too, drop 
support for functional devices, and non-
standard parts.  

• Most modern technology consists of irreparable 
and irreplaceable components, especially if it is 
powered by sophisticated computer chips. 

• With products becoming difficult to repair, 
activists and consumer organisations are 
advocating the ‘Right to Repair’ movement.  

• The movement aims to enable consumers to 
repair their electronics products by themselves 
or third-party technicians. 

• Activists and organisations around the world 
have been advocating for the right of 
consumers to be able to repair their own 
electronics and other products as part of the 
‘right to repair’ movement.  

• The movement traces its roots back to the very 
dawn of the computer era in the 1950s. 

• The goal of the movement is to get companies 
to make spare parts, tools and information on 
how to repair devices available to customers 
and repair shops to increase the lifespan of 
products and to keep them from ending up in 
landfills. 

• They argue that these electronic manufacturers 
are encouraging a culture of ‘planned 
obsolescence’ — which means that devices are 
designed specifically to last a limited amount of 
time and to be replaced.  

• This, they claim, leads to immense pressure on 
the environment and wasted natural resources. 

• The Right to Repair movement demands that all 
companies provide: 

○ Repair information, including manuals or 
guides which can help 

○ Products that can be repaired 
○ Supply of parts that can be used to 

repair the products 
 

Planned obsolescence: 

In the 1950s, Brook Stevens, an American industrial 

designer, pointed out the term ‘planned 

obsolescence’, a marketing practice in which 

manufacturers artificially shorten product life-cycles 

and encourage consumers to buy new products every 

few years.  

This practice favoured sellers and made them 

influence buying decisions to improve sales and 

increase profit.    
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US Federal Trade Commission Ruling? 
• U.S. President Joe Biden had signed an 

executive order calling on the Federal Trade 
Commission (FTC) to prevent companies from 
restricting customers from repairing their own 
products -- including laptops, smartphones, 
cars, washing machines, and heavy 
manufacturing equipment. 

• On July 21, the U.S. Federal Trade Commission 
(FTC) voted unanimously to make a push for the 
right of consumers to repair their electronic 
devices.  

• All five FTC Commissioners voted in favour of a 
policy that seeks to know whether companies 
that are making it tougher for people to repair 
are violating antitrust laws.  

• FTC Chairperson Lina Khan said its decision 
would help “root out unlawful repair 
restrictions” and move forward with “new 
vigour” against violators.  

• The vote was seen as a big win for the ‘Right to 
Repair’ movement, which has been making the 
case for allowing people to fix the products they 
buy. 

 

In May, the FTC released a report to Congress that 

concluded that manufacturers use a variety of 

methods—such as: 

 using adhesives that make parts difficult to 

replace,  

 limiting the availability of parts and tools, or  

 making diagnostic software unavailable 

 

These methods have made consumer products 

harder to fix and maintain.  

 

The policy statement notes that such restrictions on 

repairs of devices, equipment, and other products 

have increased the burden on consumers and 

businesses.  

 

In addition, manufacturers and sellers may be 

restricting competition for repairs in a number of 

ways that might violate the law. 

 

These types of restrictions can significantly raise costs 

for consumers, stifle innovation, close off business 

opportunities for independent repair shops, create 

unnecessary electronic waste, delay timely repairs, 

and undermine resiliency.   

How does it help the consumers? 
Consumer retains power over devices owned: 

• An objective of the movement includes 
retention of value of the product which is lost if 
it is irreparable.  

• Ultimately, it aims at retention of power in the 
hands of the consumer.  

• Centuries of law tell us that buying something 
transfers control of that item from seller to 
buyer.  

• When someone damages a phone, it should be 
their right as the owner to attempt to fix it.  

• When contracts fail to cede full control to the 
buyer — the legal rights of owners are 
damaged. 

 

Easier Upgradation: 

• Instead of being forced to buy entirely new 
products, some users want to be able to 
purchase devices that can be upgraded over 
their lifespan.  

• This would include being able to upgrade all 
aspects of the device, including the processing 
power, memory, and batteries. 

 

Affordable Devices: 

• Price is a major factor propounded by these 
activists.  

• If a manufacturer has monopoly on repairs, 
then prices rise exponentially and quality tends 
to drop 

• As there is a lack of competition in the repair 
market in the west, consumers are not able to 
hunt for the best deal. 

 

Environmental Sustainability: 

• Products that cannot be repaired become 
instant electronic-waste 

• This leads to immense pressure on the 
environment and wasted natural resources. 

• Manufacturing an electronic device is a highly 
polluting process. It makes use of polluting 
sources of energy, such as fossil fuel, which has 
an adverse impact on the environment.  

•  It isn’t good for the environment to continue to 
produce brand new products while discarding 
devices that have a minor issue that, 
theoretically, could be fixed with little effort 

 
Balance out existing digital divides: 

• Another angle of the right to repair is to balance 
out existing digital divides between classes and 
neighborhoods of people. 
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• Repairing and rebuilding old devices provides 
an avenue for people to access devices at an 
economical price. 

 

Boost to Local Economies: 
• Right to repair advocates also argue that this 

will help boost business for small repair shops, 
which are an important part of local 
economies.  

 
Arguments of Tech Giants: 
Large tech companies, including Apple, Microsoft, 

Amazon and Tesla, have been lobbying against the 

right to repair.  

 

Protecting Intellectual Property:  

• Their argument is that opening up their 
intellectual property to third party repair 
services or amateur repairers could lead to 
exploitation and impact the safety and security 
of their devices.  

• They view their parts and guides as proprietary, 
so they don’t want these guides to be released 
to the public.  

• They believe this information is a company or 
trade secret. 

Cyber Security:  

• Tesla, for instance, has fought against right to 
repair advocacy, stating that such initiatives 
threaten data security and cyber security. 

• Microsoft and Google have also opposed the 
legislation, stating it allows unvetted access to 
sensitive diagnostic information and software. 

Consumer Safety: 

• TechNet, a trade group representing large tech 
firms, said allowing unvetted parties to access 
sensitive information, tools and components 
would “jeopardise safety of consumers’ device 
and put consumers at risk of fraud” 

 

Way Forward: 
• The Right to Repair is a keen battle between the 

customer and the manufacturer 
•  Tinkerers and large corporations are fighting to 

solve the issue of who owns the information 
needed to fix a device.  

• A consortium of advocacy groups is trying to 
push repair-friendly laws in the U.S. and break 
the DMCA stronghold.  

• The Repair Association’s premise is that 
consumers can maintain their products, 
provided tools and information on fixing is 
available to them.  

• Since its founding in 2013, the group has put 
several ‘Right to Repair’ proposals in state 
legislatures. The FTC vote is a major win for the 
group. 

• The proposed legislation requires consumer 
electronics-makers to provide tools and 
information necessary to repair electronic 
products.  

• This could change how companies operate by 
making them provide information and parts to 
unofficial repair centres, and, in the process, 
reduce costs for the consumer. 

 

Mould your thought: 
• What is the Right to Repair? How has it influenced debate on Consumer Rights in recent times? 
 
Approach to the answer: 
• Introduction  
• Define Right to Repair 
• Discuss the planned obsolescence and its impact on consumer rights 
• Discuss the benefits of Right to Repair for Consumers 
• Discuss the arguments of Manufacturers in this matter 
• Conclusion 

 

1.2 The General Insurance Business Nationalisation Amendment Bill 2021 
 

Manifest pedagogy: Amid Opposition protests and sloganeering over the Pegasus snooping issue and the three 

controversial farm laws, the Lok Sabha  passed a law to amend the general insurance business Act without a 

debate. Moving the bill for consideration and passage, Finance Minister Nirmala Sitharaman said she couldn't 

respond to concerns raised by the Opposition as the House wasn't in order. 
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In news: Lok Sabha passes bill to amend general insurance law without debate amid opposition protest 

 

Dimensions: 

Provisions of the Bill  Importance  

Criticisms     Suggestions 

 

Content: 

Provisions of the Bill: 

• The General Insurance Business 
(Nationalisation) Amendment Bill, 2021 seeks to 
amend the General Insurance Business 
(Nationalisation) Act, 1972.   

• The 1972 Act was enacted to nationalise all 
private companies undertaking general 
insurance business in India. 

 

The major provisions of the bill include: 

 

Remove Government Shareholding Threshold:   

• The bill removes the provision in the 1972 Act 
that requires shareholding of the central 
government in the specified insurers must be at 
least 51%.   

  

Change in definition of general insurance business:   

• The Act defines general insurance business as 
fire, marine or miscellaneous insurance 
business.  It excludes capital redemption and 
annuity-certain business from the definition.   

• Capital redemption insurance involves payment 
of a sum of money on a specific date by the 
insurer after the beneficiary pays premiums 
periodically.  Under annuity certain insurance, 
the insurer pays the beneficiary over a period of 
time.   

• The Bill removes this definition and instead, 
refers to the definition provided by the 
Insurance Act, 1938.  Under the Insurance Act 
capital redemption and annuity certain are 
included within general insurance business. 

  

Transfer of control from the government:   

• The Bill provides that the Act will not apply to 
the specified insurers from the date on which 
the central government relinquishes control of 
the insurer.  

•  Control means: (i) the power to appoint a 
majority of directors of a specified insurer, or 
(ii) to have power over its management or 
policy decisions. 

  

Board of Directors Given Powers to Modify Service 

Conditions of Employees: 

• The Act empowers the central government to 
notify the terms and conditions of service of 
employees of the specified insurers.   

• The Bill provides that schemes formulated by 
the central government in this regard will be 
deemed to have been adopted by the insurer.   

• The board of directors of the insurer may 
change these schemes or frame new policies.  

•  Further, powers of the central government 
under such schemes (framed under the Act) will 
be transferred to the board of directors of the 
insurer. 

  

Liabilities of directors:   

• The Bill specifies that a director of a specified 
insurer, who is not a whole-time director, will 
be held liable only for certain acts.   

• These include acts which have been committed: 
(i) with his knowledge, attributable through 
board processes, and (ii) with his consent or 
connivance or where he had not acted 
diligently. 

 

What is the General Insurance Business 
(Nationalisation) Act, 1972? 
 
The General Insurance Business (Nationalisation) Act, 
1972, was enacted to provide for the acquisition and 
transfer of shares of Indian insurance firms for deve-
loping the general insurance business. 
 
The 1972 Act set up the General Insurance 
Corporation of India (GIC).  The businesses of the 
companies nationalised under the Act were 
restructured in four subsidiary companies of GIC 
 
Presently, there are four general insurance 
companies in the public sector:  
• Oriental Insurance Company,  
• National Insurance Company,  
• United India Insurance Company and  
• New India Assurance Company.  
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In the year 2002, it was amended to transfer and vest 
the shares of the acquiring companies with the 
central government, thereby mandating it to 
maintain at least 51 percent shareholding in the 
general insurance companies    

 

Importance:  
• The Bill seeks to provide for a greater private 

sector participation in the public sector 
insurance companies regulated under the Act. 

• The objectives and reasons for the Bill are to 
provide for increased insurance access, better 
the social protection and interests of 
policyholders, and contribute to the rapid 
growth of the economy.  

• While India’s insurance sector has been growing 
dynamically in recent years, its share in the 
global insurance market remains abysmally low. 

• The Bill will allow the government to bring 
down its stake in State-owned general 
insurance companies, generate required 
resources and help public sector general 
insurers design innovative products. 

• Finance Minister Nirmala Sitharaman said that 
resources are necessary for the rapid growth of 
these insurance companies, and they can get 
money and technology from the private sector. 

• The government argues that The General 
Insurance Business (Nationalisation) 
Amendment Bill, 2021 is aimed at generating 
required resources from the Indian markets so 
that public sector general insurers can design 
innovative products. 

Criticisms:  
• The latest bill, which was passed by the Lower 

House of Parliament without any discussion, 
has been protested upon by the opposition and 
West Bengal Finance Minister Amit Mitra.  

 

The opposition argues that: 

• Privatisation Agenda: This bill may lead to total 
privatisation of general insurance companies. 
Privatising LIC and other public sector insurers 
would lead to opening a Pandora’s Box, 
throwing into insecurity 30 crore policyholders. 

• Loss of Revenue: With this, the government will 
also lose money by way of dividend in the 
proportion of shares being offered. If it does 
not sell parts of its stake, it will be required to 
borrow money which means higher expenditure 
in future on account of debt servicing. 

• The opposition also described the amendment 
bill as “anti-people and anti-national” and 
alleged that it was meant to sell public assets to 
select business houses. 

 

Suggestions:  
• The manner in which the Lok Sabha Passed 

important legislation without proper debate is a 
matter of great concern. 

• Any bill to amend the general insurance law to 
allow the government to pare its stake in state-
owned insurers must be thoroughly debated on 
the floor of the parliament. 

 

Mould your thought: 
• Critically evaluate the provisions of The General Insurance Business Nationalisation Amendment Bill 2021. 
 
Approach to the answer: 
• Introduction  
• Mention the provisions of the Bill 
• Discuss the importance of these amendments 
• Write about the criticisms of the bill 
• Conclusion 

 

1.3 Centre to Redact Retrospective Tax Laws 
 

Manifest pedagogy: The contentious retrospective tax law of 2012 was used to raise large tax demands on 

foreign investors like Vodafone and Cairn Energy, and was blamed for vitiating India’s investment climate. Finance 

Minister Nirmala Sitharaman recently introduced a Bill in Parliament to nullify the provision in the Income Tax Act 

and put an end to the 2012 retrospective amendment.The government has also proposed to refund the amount 

paid in litigation by companies without any interest thereon.  
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In news: Centre moves to redact retrospective tax law 

 

Dimensions: 

What is the issue about?  Retrospective tax laws, history and their problems 

Amended provisions   How will they help? 

 

Content: 

What is the issue about? 

• The government has recently introduced the 
Taxation Laws (Amendment) Bill, 2021, in 
Parliament. 

•  The bill seeks to nullify the contentious 
retrospective tax law by amending the Income 
Tax (IT) Act of 1961 and the Finance Act of 
2012.  

• Retrospective tax law of 2012 was used to raise 
large tax demands on foreign investors like 
Vodafone and Cairn Energy 

• The new bill nullifies the relevant retrospective 
tax clauses that were introduced in 2012 which 
brought past indirect transfer of Indian assets 
under the ambit of taxation. 

 
Retrospective tax laws, history and their problems 

• A retrospective tax is one that is charged for 
transactions in the long past. It taxes a 
transaction that took place prior to the law 
being framed.  

• It can be a new or additional charge on 
transactions done in the past. 

• Retrospective tax means creating an additional 
charge or levy of tax by way of an amendment 
from a specified date in the past. 

• Usually, the Countries apply retrospective tax to 
correct anomalies in their taxation policies that 
have, in the past, allowed companies to take 

advantage of such loopholes.  
• But, this retrospective tax hurts companies that 

had knowingly or unknowingly interpreted the 
tax rules differently. 

• In the past, many other countries like the USA, 
the UK, the Netherlands, Canada, Belgium, 
Australia, and Italy have retrospectively taxed 
companies. 

Retrospective amendment: 
• Dictionary meaning of the word ‘retrospective’ 

is ‘looking back over the past’, ‘relating to or 
thinking about the past’, ‘looking backwards’ 
etc.  

• In a similar fashion, with respect to law or 
statute, it simply means ‘taking effect from a 
date in the past’.  

• Therefore, if there is an amendment to the law 
and it is applicable from a specified date in the 
past but not future, it is termed as a 
retrospective amendment.  

• For example, Extension of exemption under 
Section 10(23C) to an income received by any 
person on behalf of the Chief Minister’s Relief 
Fund, was made retrospectively from 1 April 
1998 by Finance Act 2017.    

 

History of Retrospective Tax Laws 

• In 2012, India brought in legislation mandating 
retrospective tax demands over deals going 
back to 1962 in which shares in non-Indian 
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companies were transferred to an Indian 
holding company. 

• By this legislation the government amended the 
Income Tax Act retrospectively to levy capital 
gains tax on transactions related to companies 
with underlying assets in India, although the 
buyer and seller may not have a direct presence 
in the country.  

• The 2012 amendment to the Income Tax Act 
aimed to check the practice of Indian 
businesses held under entities incorporated 
abroad changing hands without involving a 
capital gains tax liability here.  

• However, this was introduced as a clarification, 
which was applied to past transactions, too. 

• The amendment came after the UPA 
government lost a case in the Supreme Court 
arising from Vodafone's acquisition of a 67% 
interest in an Indian telecom company from 
Hong Kong's Hutchison Whampoa.  

• In this case, Vodafone's Dutch affiliate bought 
the stake from a company registered in the 
Cayman Islands, which directly and indirectly 
held a stake in Hutch Essar in India.  

 

Problems with Retrospective Tax 

• Creates Tax Uncertainty: the 2012 
retrospective amendments militate against the 
principle of tax certainty and damage a India’s 
reputation as an attractive investment 
destination 

• Disrupts Prudent Financial 
Management:  Retrospective tax faces 
resistance because taxpayers would have paid 
under the earlier regime by complying with the 
rules at that time, and taking into account their 
entire budgeting ecosystem. Prudent financial 
management may get disrupted when 
retrospective tax is charged since taxpayers 
would be paying an additional amount. 

• Breach of International Investment Treaties: 
India’s imposition of a tax liability on Vodafone 
breached an investment treaty between India 
and the Netherlands, ruled an international 
arbitration tribunal last year. India has recently 
suffered various humiliations in international 
arbitration while challenging tax demands made 
under the retrospective clause.  

• “Tax Terrorism”: Retrospective taxation was 
still being seen as a sour point by investors. Tax 
Terrorism’ essentially means the undue exercise 
of power by tax authorities to levy taxes using 
legal or extra-legal means. The Vodafone case is 
a classic example, when despite the Supreme 

Court order ruling in favour of the company, tax 
laws were amended, retrospectively. 

• Loss of Reputation: The retrospective taxes 
dented India’s reputation as a fair and 
predictable regime. It gave rise to unnecessary, 
prolonged and expensive litigation 

 

Adverse Court Rulings for India’s Retrospective 
Taxation: 

• India’s imposition of tax liability on Vodafone 
breached an investment treaty between India 
and the Netherlands, ruled an international 
arbitration tribunal last year  

• Cairn was awarded damages of more than $1.2 
billion in December by the Permanent Court of 
Arbitration at The Hague in the retro tax case.  

• A French tribunal last month ordered a freeze 
on some 20 properties belonging to the Indian 
government as part of a guarantee of the 
amount owed to Cairn.  

• Devas Multimedia, which has won a case 
against Antrix Corporation (a subsidiary of the 
Indian Space Research Organisation) for 
arbitrary cancellation of a contract. As Devas 
subsequently argued in a US court, nine 
arbitrators and three international tribunals had 
deemed the termination of the Devas-Antrix 
deal as unlawful. The sums involved in each of 
these cases amount to $160 million dollars.    

 

Amended provisions: 
• According to the new bill, tax claims made on 

offshore transactions, executed before 28 May 
2012, when the amendment to the Income Tax 
Act was brought out, will be nullified.  

• The government has also proposed to refund 
the amount paid in litigation by companies 
without any interest thereon.  

• However, the demand raised by the Indian 
government will be nullified based on Specific 
conditions such as withdrawal of pending 
litigation, and companies promising that they 
will not claim cost, damages, interest, etc.  
 

How will they help? 
• Resolving Disputes by maintaining Sovereign 

Right:  The amendment maintains the 
“sovereign right to taxation” of Indian 
government and also provides a reasonable 
opportunity to companies to resolve the issue. 
This is an attempt to find a solution through the 
sovereign means of Indian law and not through 
arbitration  
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• Showcase Commitment to Tax Certainty: It is in 
line with the government’s commitment to 
creating a non-adversarial tax environment.  

• Ending unnecessary prolonged litigation: It 
gives a good opportunity for the affected 
taxpayers to close all the past disputes and 
avoid future litigation costs. The move is 
expected to end litigation with 17 companies, 
including Vodafone and Cairn, apart from 
addressing criticism about uncertainty  

• Restoring Investor Confidence: It is a welcome 
move for foreign investors, and it will directly 
result in attracting more foreign investments.  

• Hasten Economic Recovery: Quick recovery of 
the economy is the need of the hour. In this 
direction, foreign investment would play an 
important role in promoting faster economic 
growth and employment 

 

Mould your thought: 
• Taxation Laws (Amendment) Bill, 2021 correct is a long-due measure of course-correction. Critically 

evaluate. 
 
Approach to the answer: 
• Introduction  
• Discuss the 2012 Retrospective Tax Law 
• Discuss its problems and implications 
• Mention the provisions of Taxation Laws (Amendment) Bill, 2021 
• Discuss the benefits of the bill 
• Conclusion 

 

1.4 Union Government's Exit Plan from erstwhile PSUs 
 

Manifest pedagogy: The government is eyeing a sale of its residual stakes in erstwhile public sector firms like 

Paradeep Phosphates, Hindustan Zinc and Balco, which were privatised during the Atal Behari Vajpayee regime. 

Disinvestment is a major portion of budgeting targets of the Government of India and might be a focus area for 

prelims and mains. 

 

In news: Govt. to completely exit erstwhile PSUs  

 

Dimensions: 

Explanation of key terms  Evolution of divestment from PSUs 

Divestment as a revenue source Yearly targets of divestment  

Pros and cons of divestment 

 

Content: 

Explanation of key terms: 

 

Disinvestment: 

• Disinvestment is just the opposite of 
investment, i.e. it means pulling out the money 
invested in the company by selling the stake, 
either partially or fully.  

• It is driven by the effective use of the resources, 
to earn the highest returns out of the money 
invested. 

• Disinvestment involves Dilution of ownership of 
the business. 

• Disinvestment may or may not result in a 
change in management 

•  In disinvestment, usually, 26% or 51% of share 
is retained with the government company, and 
the rest is transferred to the strategic partner. 

• When the Government retains at least 26% of 
the shares carrying voting powers while selling 
the remaining to a strategic buyer, it would 
have disinvested, but would not have 
‘privatised’. 

• This is because with 26%, it can still stall vital 
decisions for which generally a special 
resolution (three-fourths majority) is required. 
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Privatization 

• On the contrary, Privatization is a transition of 
government-owned company, operation, unit 
or division to the privately-owned enterprise.  

• When there is a transfer of ownership, control 
and management, from the public sector to the 
private sector, specifically due to the sale of 
assets, it is called Privatization.  

• Privatization involves change in ownership of a 
public sector business to the private sector. 
When the transfer becomes effective, the 
government ceases to be the owner of such an 
undertaking.  

• It happens when more than 51% of the 
shareholding of the government undertaking is 
transferred to private hands. 

 

Strategic sale 

• Simply, strategic disinvestment is transferring 
the ownership and control of a public sector 
entity to some other entity (mostly to a private 
sector entity).  

• Unlike the simple disinvestment, strategic sale 
implies some sort of privatisation. 

• The disinvestment commission defines strategic 
sale: “Strategic sale/disinvestment would imply 
the sale of substantial portion of the 
Government shareholding of a central public 
sector enterprise (CPSE) of upto 50%, or such 
higher percentage as the competent authority 
may determine, along with transfer of 
management control.” 

Exit: 

• Complete privatisation or Exit is a form of 
majority disinvestment wherein 100% control of 
the company is passed on to a buyer.  

• Government does not hold any share in the 
ownership of a company after exit. 

 

Evolution of divestment from PSUs: 
• Industrial Policy Resolution, 1956 talks about 

the growth of the country through PSUs. Hence, 
from the 2nd Five Year Plan India started 
focusing on PSEs. 

• PSUs are the wealth of Nation and it ensures 
that wealth rests in the hands of the people, 
promoting public ownership of CPSEs. 

 

Phases of Disinvestment 

Period from 1991-92 – 2000-01 

• The change process in India began in the year 
1991-92, with 31 selected PSUs disinvested for 
Rs.3,038 crore.  

• In August 1996, the Disinvestment Commission, 
chaired by G V Ramakrishna was set up to 
advise, supervise, monitor and publicize gradual 
disinvestment of Indian PSUs. 

•  It submitted 13 reports covering 
recommendations on privatisation of 57 
PSUs.Dr R.H.Patil subsequently took up the 
chairmanship of this Commission in July 2001. 

• However, the Disinvestment Commission 
ceased to exist in May 2004. 

 

Period from 2001-02 – 2003-04 

• This was the period when the maximum 
number of disinvestments took place. These 
took the shape of either strategic sales 
(involving an effective transfer of control and 
management to a private entity) or an offer for 
sale to the public, with the government still 
retaining control of the management. 

• The Government appointed C Rangarajan 
Committee which recommended ~49% of 
disinvestment. 

• PSUs were bifurcated into 2 - Strategic 
(defense, atomic) and Non-strategic. 

 

Period from 2004-05 – 2008-09 

• The issue of PSU disinvestment remained a 
contentious issue through this period. As a 
result, the disinvestment agenda stagnated 
during this period. 

• In 2005, Govt. came out with the National 
Investment Fund under Public Accounts of 
India. 

• Purpose of the fund was to receive 
disinvestment proceeds of CPSEs. 

• Money from disinvestment is put upon this 
money is invested in stock market or other 
investment instruments the income of which 

○ 75% of returns are used in social sector 
like MGNREGA, Housing for All, AIBP, 
Health, Education, Employment etc. 

○ 25% can be utilized for Profitable PSUs 
and revival of PSUs. 

• This fund was professionally managed by 3 
Fund Managers: UTI, SBI and LIC. But CCEA 
restructured the NIF and decided to do away 
with the management of the disinvestment 
proceeds by the Fund Managers of NIF.  

• Now from 2013, all the money is credited to 
Public Accounts. 
 

Period from 2009-10 to 2017-18 

• A stable government and improved stock 
market conditions initially led to a renewed 
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thrust on disinvestments. The Government 
started the process by selling minority stakes in 
listed and unlisted (profit-making) PSUs.  

• This period saw disinvestments in companies 
such as NHPC Ltd., Oil India Ltd., NTPC Ltd., REC, 
NMDC, SJVN, EIL, CIL, MOIL, etc. through public 
offers. However, from 2011 onwards, 
disinvestment activity slowed down 
considerably. 

 

Current Disinvestment (Budget 2021-22) 

• The government budgeted Rs. 1.75 lakh crore 
from stake sale in public sector companies and 
financial institutions, including 2 PSU banks and 
one insurance company, in the next fiscal year. 

• Unveiling the PSE policy in Budget 2021-22, 
Finance Minister Nirmala Sitharaman said 
barring four strategic areas, public sector 
companies in other sectors will be divested. The 
policy would give a clear roadmap for 
disinvestment in strategic and non-strategic 
sectors. 

• She said strategic sale of IDBI Bank, BPCL, 
Shipping Corp, Container Corporation, 
Neelachal Ispat Nigam Ltd, among others, 
would be completed in 2021-22 fiscal year 
beginning April 1. 

• Also legislative amendments required for LIC 
IPO would be brought in 2021-22. LIC was 
established in 1956 through an Act of 
Parliament. Before the Govt divests a part of its 
stake through a public issue, it will have to 
ensure that it amends the LIC Act, which 
ensures a sovereign guarantee for all policies 
under Section 37 of the Act. 

• She said NITI Aayog has been asked to work on 
the next list of central public sector companies 
for strategic disinvestment. 

• Sitharaman said a revised mechanism for fast-
tracking closure of loss making PSUs would be 
worked out and an incentive package would be 
developed to incentivise states to sell stake in 
state PSUs. 

• To monetise lands owned by CPSEs, a special 
purpose vehicle (SPV) would be developed. 

 

Divestment as a revenue source: 
• Governments often sell stakes in public sector 

companies to raise revenues. In recent times, 
the central government has used this route to 
exit loss-making ventures and increase non-tax 
revenues.  

• Disinvestment reduces the assets of the 
government and brings in capital receipts for its 
budget. 

• Disinvestment proceeds, which did not exist 
before 1991-92  are included in the capital 
receipts in India but are considered as revenue 
receipts in the definition of fiscal deficit of IMF 
and WB. 

• A disinvestment programme allows the 
government to bring that money in, for the 
areas that it needs to spend on such as 
infrastructure and all of the programmes that 
they want to continue. 

• In India, the central government is using 
disinvestment proceeds neither for the 
restructuring of the loss-making  public sector 
nor for liquidation of public debt as was 
the  initial declared objective of the 
disinvestment. 

• The disinvestment proceeds in India have been 
utilised for financing the fiscal deficit rather 
than fulfilling the declared objectives of it 

• The proceeds are also being used to finance the 
deficits in the current account.  

 

Yearly targets of divestment: 
• So far this fiscal, the government has garnered 

Rs. 19,499 crore through minority stake sale in 
CPSEs and share buybacks. 

• The government budgeted Rs. 1.75 lakh crore 
from stake sale in public sector companies and 
financial institutions, including 2 PSU banks and 
one insurance company, in the next fiscal year. 

• Finance Minister Nirmala Sitharaman had in her 
previous budget for 2020-21 set a target of 
raising Rs. 2.1 lakh crore from privatisation and 
sale of minority stakes in state-owned 
companies. This includes Rs. 1.20 lakh crore 
from selling stake in CPSEs and Rs. 90,000 crore 
from stake sale in financial institutions. 

 

Government plan to completely exit erstwhile 
PSUs  
• The government is eyeing a sale of its residual 

stakes in erstwhile public sector firms like 
Paradeep Phosphates, Hindustan Zinc and 
Balco, which were privatised during the Atal 
Behari Vajpayee regime, a top finance ministry 
official said. 

• The government still owns 49% stake in 
aluminium producer Balco and 29.5% in 
Hindustan Zinc, with the latter’s sale held up 
since 2016 following a Supreme Court stay. 
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• With both the firms staying highly profitable 
after the transfer of management control to a 
private player, these stakes could yield a 
significant bonanza for the exchequer. 

• Expressions of interest were expected to be 
invited soon for the sale of Container 
Corporation of India (CONCOR), once the 
government framed a land lease policy for the 
firm’s holdings, Mr. Pandey said. 

• The IDBI Bank sale process had also begun. 
• Government intends to complete the 

privatisation of Air India, BPCL, Shipping 
Corporation of India, BEML, Pawan Hans and 
Nilanchal Ispat Nigam Limited. 

 

Pros and cons of divestment 
The relevance of disinvestment/privatization of PSEs 

in India is justified on the following grounds:  

• Solution to the problem of low profitability and 
inefficiency in PSEs. 

• End of political interference in economic 
decisions. 

• Increase in government reserves through the 
sale of the share of PSEs. 

• Freedom from pulls and pressures on the 
budget due to the losses in PSEs. 

• Solution to the problem of lack of autonomy, 
inadequate management incentive, etc. 

• Convert ‘public sector’ to ‘people sector’ by 
selling the shares of PSEs to the general public, 
and 

• Synchronizing with economic liberalization 
wave in the world 

 

The importance of disinvestment lies in the utilization 

of its proceeds for: 

• Financing the burgeoning fiscal deficit 
• Financing large-scale infrastructure 

development 
• For investing back in the economy to stimulate 

spending 
• For retiring government debt, because almost 

40-45% of the Centre’s revenue receipts are set 
aside for repayment of public debt/interest 

• For social sector welfare programs in health, 
education, MGNREGA, etc 

 

Challenges Posed by Disinvestment: 

• The Sale of profit-making and dividend-paying 
PSUs would result in the loss of regular income 
to the Government. It has become just a 
resource raising exercise by the government. 
There is no emphasis on reforming PSUs. 

• The Disinvestment policy, of late, is centered on 
raising funds for social welfare schemes or to 
reign in fiscal deficit. This is a myopic view as it 
concentrates on meeting short-term 
obligations rather than long term profitability 
and sustainable growth of the public sector 
enterprise.  It is said that it is the equivalent of 
selling ‘family silver’ to meet short term 
monetary requirements. 

• Disinvestment in profit-making PSUs will lead 
to more private participation where it is not 
required. 

• Divestment will not only expose these 
enterprises to global shocks but also the stock 
markets leading to dampening of market 
sentiment. The flood of ‘hot money’ in terms of 
FII inflows in the economy which will expose 
these PSUs to global shocks when there is a 
recession or a crisis in the world economy. 
Volatility of FII inflows will lead to volatility in 
share prices and market performance of these 
units. 

• Strategic Disinvestment of Oil PSUs is seen by 
some experts as a threat to National Security. 
Oil is a strategic natural resource and possible 
ownership in the foreign hand is not consistent 
with our strategic goals. For example, 
disinvesting Bharat Petroleum Corporation 
Limited (BPCL). 

• Complete Privatization may result in public 
monopolies becoming private monopolies, 
which would then exploit their position to 
increase costs of various services and earn 
higher profits 

 

Mould your thought: 
• Differentiate between disinvestment and privatisation? Also discuss the pros and cons of disinvestment of 

PSUs. 
 
Approach to the answer: 
• Introduction  
• Define Disinvestment and Privatization 
• Highlight the differences between them along different dimensions  
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• Discuss the pros and cons of disinvestment  
• Conclusion 

 

1.5 Union Government's Bond Strategy  
 

Manifest pedagogy: Over the last few weeks, petrol prices have crossed Rs 100 per litre in several Indian cities. As 

prices continue to soar, the government is under increasing pressure to cut high taxes on fuel. However, the 

government has cited the instrument of oil bonds issued by the earlier regime to justify its inability to reduce the 

high incidence of taxes on petroleum products. Let us understand what these oil bonds are and how they impact 

the budget calculation of the government. 

 

In news: Sitharaman rules out excise cut on petrol, diesel: ‘Burdened by UPA oil bonds’ 

 

Dimensions: 

Reasons behind soaring oil prices    Oil bonds as an alternative to subsidies 

Recapitalization bonds for PSBs in line with oil bonds   Pros and cons of bonds to PSUs and PSBs  and its 

effect on consumers 

Content: 

Reasons behind soaring oil prices: 

• There are several reasons behind the fuel price 
rise in India.  

• Fluctuation in the final price of oil can be 
caused by any of the following components, 
which underlie the retail oil price in India:   

○ Global crude oil prices  
○ Margin of transportation and refining  
○ Central Excise Duty  
○ Dealer’s Commission  
○ State VAT (Value Added Tax).  

 

Import Dependency & Rising Global Crude Prices: 

• India is heavily dependent upon imports for its 
oil requirements. India is the third-largest oil 
consumer in the entire world, with 84% of it 
being imported.  

• Any major fluctuation in the international Crude 
prices due to events like Iran sanctions or the 
Syria war directly impacts oil prices in India.  

• After a dip in global prices during the firwave of 
COVID last year, the global crude prices have 
steadily risen in the past year. 

• Under the present dynamic fuel pricing system 
fuel prices are getting revised on a daily basis. 
Thus, any hike in the international market is 
reflected immediately.  

 

Impact of Increased Rate of Taxation: 

• High excise duty by center and VAT by states on 
petrol and diesel is the most important factor 

behind high oil prices in India. Taxes make up 
for nearly two-thirds of the retail selling price.  

• During lockdown even though International 
crude oil prices crashed sharply but oil prices 
kept on increasing as the government imposed 
additional duties and cesses on oil to generate 
additional tax revenues.  

• The Centre and a number of states have 
significantly increased duties on petrol and 
diesel as a way to boost revenues in view of the 
Covid-induced restrictions that curtailed 
economic activity.  

• State and central levies account for about 
55.4% of the retail price of petrol and 50% of 
the price of diesel in Delhi. 

• Central levies alone account for about 32.3% of 
the retail price of petrol and 35.4% of the pump 
price of diesel in Delhi.  

• The Centre hiked the excise duty on petrol to Rs 
32.98 per litre in May 2020 from Rs 19.98 per 
litre, and on diesel to Rs 31.83 from Rs 15.83. 

• In Short, the tax rate on fuel in India is the 
highest compared to any other country in the 
world.   

 

Depreciation of Rupee against the US Dollar: 

• The depreciation of the rupee's value is also 
contributing to escalating fuel prices. India 
imports the majority of its oil, and a weakening 
rupee will translate into higher costs. 

• Depreciation of the Rupee against the Dollar 
will increase the volume of Rupee required to 
make payment in terms of Dollars.  
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• A corollary of this is that tax collection will 
further go up. Since retail prices are now linked 
to the global market, higher fuel prices will 
translate into heftier fuel bills for customers 
lining up to fill tanks at fuel stations.  

• Since excise duty is a percentage of the base 
price at which fuel is exported, the greater the 
price of acquiring fuel, more money will go into 
the government's kitty. 

 

Dynamic Fuel Pricing System: 

• Fuel price decontrol has been a step-by-step 
exercise, with the government freeing up prices 
of aviation turbine fuel in 2002, petrol in 2010, 
and diesel in 2014. 

• Price decontrol essentially offers fuel retailers 
such as Indian Oil, HPCL or BPCL the freedom to 
fix prices based on calculations of their own 
cost and profits. 

• While oil price deregulation was meant to be 
linked to global crude prices, Indian consumers 
have not benefited from a fall in global prices as 
the central as well as state governments impose 
fresh taxes and levies to raise extra revenues.  

• This forces the consumers to either pay what 
they are already paying, or even more. 

• The prices were deregulated to make them 
market-linked, unburden the government from 
subsidising prices, and allow consumers to 
benefit from lower rates when global crude oil 
prices tumble. 

 
Oil bonds as an alternative to subsidies: 

• Before fuel prices were deregulated, petrol and 
diesel as well as cooking gas and kerosene were 
sold at subsidised rates 

• The government would intervene in fixing the 
price at which retailers were to sell diesel or 
petrol.  

• This led to under-recoveries for oil marketing 
companies, which the government had to 
compensate for. 

• Instead of paying direct subsidy to oil marketing 
companies from the Budget, the then 
government issued oil bonds totalling Rs 1.34 
lakh crore to the state-fuel retailers. 

• This was done in a bid to contain the fiscal 
deficit.  

• Citing the need to repay interest and principal 
components on these bonds, the Centre has 
now argued that it needs higher excise duty to 
help its finances. 

 

 

What are oil bonds? 
• Oil bonds are special securities issued by the 

government to oil marketing companies instead 
of cash subsidies. 

• Oil bonds are the debt instruments that the 
government issues to the Oil Marketing 
Companies (OMCs) like Hindustan Petroleum, 
Indian Oil, Bharat Petroleum 

• These bonds are typically of a long-term tenure 
like 15-20 years and oil companies are paid 
interest. Interest payments will be due at fixed 
intervals during the tenure of the bond. 

• Before the complete deregulation of petrol and 
diesel prices, oil marketing companies were 
faced with a huge financial burden as the selling 
price of petrol and diesel in India was lower 
than the international market price. 

• This ‘under-recovery’ is typically compensated 
through fuel subsidies allocated in the Union 
budget.  

• By issuing oil bonds the government tries to 

delay the fiscal burden of subsidy payout to 

future years. 
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Recapitalization bonds for PSBs in line with oil 
bonds: 

• Since the Government is the majority 
shareholder in the public sector banks, it has to 
provide equity capital if the banks are 
struggling. This injection of capital is also known 
as the recapitalisation of banks. 

• Recapitalisation bonds are dedicated bonds to 
be issued at the behest of the government for 
recapitalizing the trouble hit Public Sector Banks 
(PSBs). 

• The term recapitalisation means giving equity 
money to cover debt of an entity. In the case of 
PSBs, their NPAs (debts) will be replaced by 
equity capital from recapitalisation by the 
government. 

• The recapitalisation is aimed at tackling the 
twin balance sheet problem in India and also to 
revive growth and investment.  

• From 2017, the union government has issued 
bank recapitalisation bonds (RCBs) to specific 
public sector banks (PSBs) as it looked to meet 
the large capital requirements of these PSBs 
without allocating money from the budget. 

• Since 2017-18, the government has infused 
more than Rs 2.5 lakh crore of recapitalisation 
bonds to banks and paid interest of more than 
Rs 20,000 crore over these three years. 

• These RCBs are similar to oil bonds, since funds 
mobilized from the sale of the bonds will not 
come as part of the fiscal deficit. but the 
interest payment for it will be a part of the fiscal 
deficit. 

• The government so far has issued 
recapitalisation bonds to public sector banks 
and EXIM Bank, IDBI Bank and IIFCL worth Rs 
3.1 lakh crore, as per Budget documents.  

• Special securities worth Rs 2.91 lakh crore 
issued to public sector banks would begin to 
mature beginning 2028. 

 

Pros and cons of bonds to PSUs and PSBs: 

The following are the benefits of issuing bonds to 

PSUs and PSBs: 

 

Reducing Present Fiscal Burden:   

• Compensation to companies through issuance 
of such bonds is typically used when the 
government is trying to delay the fiscal burden 
of such a payout to future years. 

• By issuing such bonds the government tries to 
reduce its borrowings for fulfilling the budget 
shortfall in the current year. 

• These types of bonds are considered to be 
‘below the line’ expenditure in the Union 
budget and do not have a bearing on that year’s 
fiscal deficit 

 

Managing Unforeseen Circumstances: 

• Governments resort to such instruments when 
they are in danger of breaching the fiscal deficit 
target due to unforeseen circumstances that 
lead to a collapse in revenues or a surge in 
expenditure.  

• Between 2005 and 2010, High crude prices and 
the blowback from the recession of 2008 
increased fiduciary pressure on the 
government.  

• By raising capital through bonds, these 
payments could be made in a deferred manner 
without causing a major escalation in prices, 
thus insulating consumers from external shocks. 

 

The drawbacks of issuing such bonds are: 

 

Increase in Overall Public Debt: 

• Though bonds do not have a bearing on that 
year’s fiscal deficit, they do increase the 
government’s overall debt. 

• However, they increase the overall public debt 
since the amount has to be repaid at a future 
date. 

 

Raises Future Fiscal Burden: 

• Interest payments and repayment of these 
bonds become a part of the fiscal deficit 
calculations in future years. 

• The government has to pay off the oil bonds 
and the interest thereon that were issued by 
the previous regime. 

• This limits the goals and avenues available to 
future governments for meeting their fiscal 
needs. 

 

With the lion's share of interest payments on oil 

bonds yet to mature, it is incorrect to say that these 

payouts have driven up prices. As they are spread 

over a period of time, the debt burden will not be as 

severe as it is being made out to be. 

 

Moreover, under the Indian budgeting system, it is 

not possible to pre-pay bonds as the government 

prepares budgets based on cash flows, and not on an 

accrual basis. Government bonds are a common 

procedure since budgetary expenditure is, to an 
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extent, financed through bonds which will have to be 

repaid over the course of time.  
If the government had the cash to make an up-front 

payment, the premise of taking on debt at interest 

would be defeated.   

 

Mould your thought: 
• What are the major reasons for the current hike in fuel prices in India? Also evaluate the effect of oil bonds 

issued by the previous regimes on the current fuel prices. 
 
Approach to the answer: 
• Introduction  
• Discuss the reasons for the fuel price hike 
• Define Oil bonds and why are they used 
• Discuss the pros and cons of such bonds 
• Discuss the effect of future debt repayment for consumers 
• Conclusion 

 

1.6 New Development Bank 
 

Manifest pedagogy: India has called for expanding the funding horizon of the New Development Bank (NDB), 

often referred to as BRICS Bank, so that resources can be utilised for bolstering social infrastructure in a post-

Covid world, besides promoting the industrial sector. Let us understand the reasoning behind the formation of 

NDB and its role in detail. 

 

In news: India calls for expanding New Development Bank’s funding horizon 

 

Dimensions: 

Inception of BRICS and NDB  Composition of NDB and its funding 

NDB Vs ADB and NDB Vs AIIB  NDB's importance for third world countries 

 

Content: 

Inception of BRICS and NDB: 

• The NDB is a multilateral financial institution 
established by the grouping BRICS. 

• The purpose of NDB is to fund sustainable 
development projects and infrastructure 
projects in the BRICS countries and other 
developing countries and emerging markets. 

• The NDB has been projected as a 
developmental financial institution that can 
complement western dominated global 
financial institutions (such as the World Bank 
and the International Monetary Fund), rather 
than as a challenge to them. 

• It was formerly known as the BRICS 
Development Bank. 

• At the fourth BRICS Summit in New Delhi 
(2012), the leaders of Brazil, Russia, India, China 
and South Africa considered the possibility of 
setting up a new Development Bank to mobilize 

resources for infrastructure and sustainable 
development projects in BRICS and other 
emerging economies, as well as in developing 
countries.  

• They directed Finance Ministers to examine the 
feasibility and viability of this initiative, to set 
up a joint working group for further study, and 
to report back by the next Summit in 2013. 

• Following the report from the Finance Ministers 
at the fifth BRICS summit in Durban (2013), the 
leaders agreed on the feasibility of establishing 
the New Development Bank and made the 
decision to do so. It was also agreed that the 
initial contribution to the Bank should be 
substantial and sufficient for it to be effective in 
financing infrastructure. 

• During the sixth BRICS Summit in Fortaleza 
(2014), the leaders signed the Agreement 
establishing the New Development Bank (NDB). 

• In the Fortaleza Declaration, the leaders 
stressed that the NDB will strengthen 
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cooperation among BRICS and will supplement 
the efforts of multilateral and regional financial 
institutions for global development, thus 
contributing to collective commitments for 
achieving the goal of strong, sustainable and 
balanced growth. 

• The 7th BRICS summit in July 2015 marked the 
entry into force of the Agreement on the New 
Development Bank. 

• On 27 February 2016, the NDB signed the 
Headquarters Agreement with the Government 
of the P.R.C. and the Memorandum of 
Understanding with Shanghai Municipal 
People's Government concerning the 
arrangements in relation to the Headquarters 
of the bank in Shanghai. 

• The creation of the NDB happened in the 
context of a real and continuing power shift in 
the international system from the developed 
industrialized world towards emerging market 
economies. 

 

BRICS: 
• BRICS is the acronym coined to associate five 

major emerging economies: Brazil, Russia, India, 
China, and South Africa.  

• The BRICS members are known for their 
significant influence on regional affairs.  

• The 1st BRIC summit was held in Yekaterinburg, 
Russia on 16 June 2009. 

• Since 2009, the governments of the BRICS 
states have met annually at formal summits.  

• Russia hosted the most recent 12th BRICS 
summit on 17 November 2020 virtually due to 
the COVID-19 pandemic. 

• The term "BRIC" is believed to be coined in 
2001 by then-chairman of Goldman Sachs Asset 
Management, Jim O'Neill, in his publication 
Building Better Global Economic BRICs. // 

 

Composition of NDB and its funding: 
• The NDB is governed by a Board of Governors. 

The Board comprises the finance ministers of 
the BRICS nations.  

• The voting power is based on each member’s 
shareholding in the NDB. Currently, all the 
members have equal voting rights. 

• Membership to the Bank is open to all 
members of the UN but the share of the BRICS 
nations can never be less than 55% of voting 
power. 

• As of February 2021, the NDB was assigned an 
‘AA+’ long-term and ‘A-1+’ short-term issuer 

credit ratings with a stable outlook by S&P 
Global Ratings. 

• The President of the NDB is elected from among 
the member countries. There are four vice 
presidents who are from the remaining 
members. 

• The first President of the NDB was India’s K. V. 
Kamath. The second and current President is 
Brazil’s Marcos Prado Troyjo (from 2020). 

 

Funding: 

• The authorized capital for NDB is $100 Billion 
while initial subscribed capital is $50 billion.  

• Initial subscribed capital was equally distributed 
among the founding members i,e,. $10 billion 
each.  

• Voting power of each member is equal to the 
number of its subscribed shares in capital stock. 

 

 
 
NDB Vs ADB and NDB Vs AIIB 

• The NDB’s emerging business model has three 
distinctive features.  

• It is symbolically significant that in the day-to-
day management and governance of the bank, 
the five member states have an equal share.  

• No single country has a veto in any form.  
• The Bank is fully controlled by its members who 

all represent the borrowing countries. 
 

Asian Development Bank: 

• The Asian Development Bank (ADB) was 
visualised in the early 1960s as a financial 
institution that would be Asian in character and 
promote economic growth and cooperation in 
one of the poorest regions in the world.  
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• It has been chiefly concerned with herculean 
efforts to eradicate extreme poverty since its 
inception.  

• It assists its members and partners by various 
instrumentalities like providing loans, technical 
assistance, grants, and equity investments to 
promote social and economic development. 

• During the 1960s, ADB focused much of its 
assistance on food production and rural 
development. 

• During the 1970s the key thrust area was 
energy. 

• During the 1980s, the ADB brought out further 
innovation in its approach towards meeting the 
contextual and differential developmental 
requirements of the region.  

• As of 31 December 2020, ADB's shareholders 
consist of 49 developing and developed 
members within Asia and the Pacific region, and 
19 members from outside the region.  

• Japan and the United States America are the 
largest shareholders with 15.6% stake each. 

 

 Asian Infrastructure Investment Bank (AIIB): 

• The Asian Infrastructure Investment Bank (AIIB) 
is a multilateral development bank with 
headquarters in Beijing, China. 

• Its mission is to improve the economic and 
social outcomes in Asia. 

• Starting with 57 founding members, the bank 
now has 103 approved members. 

• It focuses on investment in sustainable 
infrastructure and developmental projects. 

• Membership to the bank is open to all members 
of the Asian Development Bank or the World 
Bank.  

• AIIB membership is divided into regional and 
non-regional members, where regional 
members are those located within the areas 
classified as Asia and Oceania by the United 
Nations. 

• The bank also allows non-sovereign entities to 
apply for membership provided their home 
countries are members. 

• Although some analysts hypothesise that the 
Asian Infrastructure Investment Bank (AIIB) and 
the NDB would compete with one another, 
currently there is no evidence of competition 
among these institutions. 

• Talking about the relations with AIIB, officials 
from the NDB's member states point out the 
difference in the member states of the NDB and 
AIIB as well as a potential to complement in 

working together to meet development and 
infrastructural needs. 

• According to a representative of the Bank's 
management, the NDB and AIIB are sister 
institutions in many respects.  

• These two banks have complementary 
mandates and different geographic focuses, 
with the NDB being more focused on BRICS 
countries.  

• At the same time, there is a certain overlap 
between mandates of the NDB and the AIIB, as 
both of them are aimed at developing 
infrastructure and pay special attention to 
sustainable development.  

 

Purpose of NDB: 
• The purpose of the bank, as expressed in our 

articles, is to “mobilize resources for 
infrastructure and sustainable development 
projects in BRICS and other emerging 
economies, complementing the existing efforts 
of multilateral and regional development 
banks”.  

 

NDB's importance for third world countries  
The formation of New Development Bank (NDB) by the 

BRICS nation is because of the two main reasons.  

 

Bridging the Funding Gap: 

• Third world countries need billions of dollars for 
development of social and economic 
infrastructure and any new source of funding is 
always welcome.  

• As per the estimates of World Bank, a $1 trillion 
infrastructure investment “gap” exists in 
developing countries. 

• In 2013, a Mckinsey Global Institute report 
found that “globally, $57 trillion in new 
infrastructure investment would be required in 
the period up to 2030, simply to keep up with 
projected GDP growth. This estimate suggests a 
requirement of $3.2 trillion investment a year.”  

• When assessed against current infrastructure 
spend by all the multilateral development 
banks combined, this leaves a huge financing 
gap.  

• The NDB and other new institutions such as the 
AIIB are contributing to closing this funding 
gap.  

• As opposed to being competitors or rivals, the 
World Bank and others are viewed as partners 
in development. 
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Avoiding Foreign Exchange Risks 

• 27% of the NDB’s project approvals are 
denominated in the local currencies of the 
respective borrowing members instead of the 
US Dollar. 

• The NDB is committed to develop and deepen 
local capital markets in its member states by 
providing loans denominated in local currency 
in addition to US dollar loans.  

• This will assist borrowing countries and clients 
to manage and avoid the foreign exchange risks 
inherent in MDB loans. 

• This reflects the Bank’s desire to address 
currency volatility risk and its detrimental 
impact on the creditworthiness of project cash 
flows. 

Alternative for Loans Rejected by IMF/WB: 

• The developing countries have relatively lesser 
role in the decision making in the major global 
financial institutions which are the International 
Monetary Fund (IMF) and World Bank (WB).  

• These institutions are dominated by the west in 
general and the United States in particular 
where developing countries have been 
demanding more democratization of the IMF 
and WB since long.   

• The word ‘new’ in the New Development Bank 
is the testimony of the fact that BRICS nations 
want an alternative to the world financial order 
established by WB and IMF.   

 

Mould your thought: 
• Does New Development Bank (NDB) Compete or Complement with other regional and global multilateral 

development banks?  
 

Approach to the answer: 
• Introduction  
• Discuss the evolution of NDB  
• Discuss the need for an NDB (Problems of unequal representation, emerging economies etc) 
• Discuss how the NDB helps the third world countries 
• Conclusion 

 

1.7 N S Vishwanathan Committee on Urban Cooperative Banks  
 

Manifest pedagogy: Recently, an RBI expert panel suggested a four-tiered structure for urban cooperative banks 

and said that large UCBS which conform to the parameters should be allowed to function as SFBs and universal 

banks. The panel has also advocated for mergers of weak UCBs. Let us know about UCBs and their function in 

detail. 

 

In news: RBI panel bats for treating large co-op banks as SFBs 

 

Dimensions: 

Brief History of UCB's  

Difference between UCB's and Commercial Banks  

Supervisory Action Framework (SAF) for Urban Co-operative Banks (UCBs) 

Recommendations of the committee on UCB's 

 

Content: 

 

Brief History of UCB’s: 
• The term Urban Co-operative Banks (UCBs), 

though not formally defined, refers to primary 
cooperative banks located in urban and semi-
urban areas.  

• These banks, till 1996, were allowed to lend 
money only for non-agricultural purposes. This 
distinction does not hold today.  

• These banks were traditionally centred around 
communities, localities and workplace groups. 
They essentially lent to small borrowers and 
businesses.  

• Today, their scope of operations has widened 
considerably.  
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• Anyonya Sahakari Mandali, established in 1889 
in the province of Baroda, is the earliest known 
cooperative credit union in India 

• Urban co-operative credit societies, in their 
formative phase, came to be organised on a 
community basis to meet the consumption 
oriented credit needs of their members. 

• The enactment of Cooperative Credit Societies 
Act, 1904, however, gave the real impetus to 
the movement. 

• The Cooperative Credit Societies Act, 1904 was 
amended in 1912, with a view to broad basing it 
to enable organisation of non-credit societies. 

• The Maclagan Committee of 1915 was 
appointed to review their performance and 
suggest measures for strengthening them. The 
committee observed that such institutions were 
eminently suited to cater to the needs of the 
lower and middle income strata of society and 
would inculcate the principles of banking 
amongst the middle classes.  

• it is of interest to recall that during the banking 
crisis of 1913-14, when no fewer than 57 joint 
stock banks collapsed, there was a there was a 
flight of deposits from joint stock banks to 
cooperative urban banks. 

• The constitutional reforms which led to the 
passing of the Government of India Act in 1919 
transferred the subject of “Cooperation” from 
Government of India to the Provincial 
Governments.  

• Concerns regarding the professionalism of 
urban cooperative banks gave rise to the view 
that they should be better regulated.  

• Large cooperative banks with paid-up share 
capital and reserves of Rs.1 lakh were brought 
under the purview of the Banking Regulation 
Act 1949 with effect from 1st March, 1966 and 
within the ambit of the Reserve Bank’s 
supervision.  

• This marked the beginning of an era of duality 
of control over these banks. Banking related 
functions (viz. licensing, area of operations, 
interest rates etc.) were to be governed by RBI 
and registration, management, audit and 
liquidation, etc. governed by State 
Governments as per the provisions of 
respective State Acts.  

• In 1968, UCBs were given the benefits of the 
Deposit Insurance facility. 

• A feature of the urban banking movement has 
been its heterogeneous character and its 
uneven geographical spread with most banks 

concentrated in the states of Gujarat, 
Karnataka, Maharashtra, and Tamil Nadu.  

• While most banks are unit banks without any 
branch network, some of the large banks have 
established their presence in many states when 
at their behest multi-state banking was allowed 
in 1985.  

• Recently the problems faced by a few large 
UCBs have highlighted some of the difficulties 
these banks face and policy endeavours are 
geared to consolidating and strengthening this 
sector and improving governance. 

• They are registered under the Cooperative 
Societies Act, 1912. They are regulated by the 
Reserve Bank of India under the Banking 
Regulation Act, 1949 and Banking Laws 
(Application to Cooperative Societies) Act, 1965. 

• Primary Cooperative Banks which are otherwise 
known as Urban Cooperative Banks are 
registered as Cooperative Societies under the 
Cooperative Societies Acts of the concerned 
States or the Multi-State Cooperative Societies 
Act function in urban areas and their business is 
similar to that of Commercial Banks.  

• They are licensed by RBI to do banking business. 
Reserve Bank of India is both the controlling 
and inspecting authority for the Primary 
Cooperative Banks. 

 

Difference between UCB's and Commercial Banks: 
The major differences between commercial and 

cooperative banks are indicated below: 

• A bank which is established to provide banking 
services to individuals and businesses is called a 
Commercial Bank. Whereas, cooperative bank 
is a bank that provides financing to agro and 
rural industries/bodies and to trade and 
industry in urban areas (but up to a certain 
limit). 

• A commercial bank is incorporated under 
Banking Regulation Act, 1949. On the contrary, 
a cooperative bank is registered under the 
Cooperative Societies Act, 1965. 

• The area of operation of a commercial bank is 
comparatively larger than a cooperative bank, 
as opposed to the cooperative banks which are 
confined to a limited area. 

• Commercial banks can be considered as joint 
stock companies, incorporated as a banking 
company that operates for a bottomline 
(profit) motive. As opposed to Cooperative 
banks, which are cooperative organisations, 
that work for service (Financial Inclusion, 
Community Service) motive. 
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• The borrowers in a commercial bank are 
account holders; they do not have any voting 
power. Unlike Cooperative banks, wherein, the 
borrowers are members that influence the 
credit policy through their voting power. 

• Commercial bank’s primary function is to 
accept deposits from the public and provision 
loans to individuals or businesses. In contrast 
to this, a cooperative bank’s primary business 
is to accept deposits from members and the 
public, and grant loans to farmers and small 
businessmen. 

• Commercial banks generally offer an array of 
products to its customers, whereas there are 
limited products provided by the cooperative 
banks to its members and the public. 

• The commercial bank’s interest rate on deposits 
is relatively lower than a cooperative bank. 

 

Supervisory Action Framework (SAF) for Urban Co-
operative Banks (UCBs) 

• Under the provisions of the Banking Regulation 
Act, 1949, RBI is entitled to assess the financial 
position of a bank and issue 
directions/instructions thereunder. 

• The supervisory action framework seeks an 
expeditious resolution of UCBs experiencing 
financial stress.  

• The supervisory action framework was first 
introduced in 2014. 

• The Reserve Bank of India had introduced the 
supervisory action framework to better manage 
stressed urban cooperative banks.  

• The guidelines of SAF include threshold limits 
for asset quality, profitability, and capital 
adequacy. 

• In the initial stage of deterioration in the 
financial position, self-corrective action by the 
management of the UCBs themselves  

• In case the financial position of the bank does 
not improve then SAF is initiated  by the 
Reserve Bank. 

• It is similar to the Prompt corrective active 
framework, imposed on scheduled commercial 
banks.  

• In early 2020, the Reserve Bank of India (RBI) 
revised supervisory action framework (SAF) for 
urban co-operative banks (UCBs) in a bid to 
keep a check on them.  

• A UCB may be placed under supervisory action 
framework when its net non-performing assets 
(NPAs) exceed 6% of its net advances.  

• As soon as this threshold is breached, the 
regulator may initiate multiple actions, 
depending on severity of stress. 

• In December 2019, RBI also proposed reduction 
in loan amount an urban co-operative bank can 
lend to a single entity and a group of borrowers 
to 10% and 25%, respectively, with an aim to 
prevent Punjab and Maharashtra Co-operative 
(PMC) Bank-like scams, caused by large 
exposure to one group. 

 

Recommendations of the committee on UCB's 

In February, the RBI had the constitution of the Expert 

Committee on Primary (Urban) Co-operative Banks 

under the chairmanship of N S Vishwanathan, former 

RBI Deputy Governor. It recommended to: 

 

Allow UCBs to Function as SFBs 

• Well governed large urban cooperative banks 
(UCBs) which meet parameters should be 
allowed to function along the lines of small 
finance banks (SFBs) and universal banks 

 

Four Tiered Regulatory Structure 

• It suggested a four-tier structure for UCBs 
depending upon the deposits and prescribed 
different capital adequacy and regulatory 
norms for them based on their sizes.  

• UCBs can be split into four categories --  
○ Tier-1 with deposits up to Rs 100 crore;  
○ Tier-2 with deposits between Rs 100-Rs 

1,000 crore,  
○ Tier-3 with deposits between Rs 1,000 

crore to Rs 10,000 and  
○ Tier-4 with deposits of over Rs 10,000 

crore. 
 

Norms for Each Tier of UCB: 

• The minimum Capital to Risk-Weighted Assets 
Ratio (CRAR) for them could vary from 9 per 
cent to 15 percent and for Tier-4 UCBs the Basel 
III prescribed norms. 

• Tier-3 urban cooperative banks with deposits of 
Rs 1,000 crore to Rs 10,000 crore must function 
like SFBs if they meet a capital adequacy ratio of 
15%. The loan portfolio of tier-3 urban 
cooperative banks shall conform to the 
stipulations made for SFBs 

• Tier-4 UCBs with deposits of over Rs 10,000 
crore should be allowed to function like 
universal banks if they meet the 9% capital 
adequacy ratio requirement, leverage ratio and 
have a fit and proper board and chief executive. 
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Such UCBs can be given operational freedom 
for branch expansion and authorized dealer 
licence on a par with universal banks. 

• The panel has also prescribed separate ceilings 
for home loans, loan against gold ornaments 
and unsecured loans for different categories of 
UCBs. 

 

Recommendations on all-inclusive directions (AID) 

• committee emphasised that all-inclusive 
directions (AID) should be treated on a par with 
moratorium under Section 45 of the Banking 
Regulation Act. 

• If AID is imposed, a bank should not continue 
thereunder beyond the time permitted to keep 
a bank under moratorium — three months 
extendable by a maximum of another three 
months. 

• Currently about 50 UCBs are under AID, causing 
a lot of hardship to depositors as deposit 
withdrawals are capped. 

 

Merger and Consolidation of UCBs 

• On consolidation of UCBs, the panel said that 
RBI should be largely neutral to voluntary 
consolidation except where it is suggested as a 
supervisory action. 

• The committee said that under the Banking 
Regulation (BR) Act, the RBI can prepare a 
scheme of compulsory amalgamation or 
reconstruction of UCBs, like banking companies. 

• The RBI should not hesitate to use the route of 
mandatory merger to resolve UCBs that do not 

meet the prudential requirements after giving 
them an opportunity to come up with voluntary 
solutions 

 

Changes to SAF 

• The panel further said Supervisory Action 
Framework (SAF) should follow a twin-
indicator approach -- it should consider only 
asset quality and capital measured through 
NNPA and CRAR -- instead of triple indicators at 
present.  

• The objective of the SAF should be to find a 
time-bound remedy to the financial stress of a 
bank. 

• If a UCB remains under more stringent stages of 
SAF for a prolonged period, it may have an 
adverse effect on its operations and may 
further erode its financial position, it said. 

 

Reasons for Underperformance of UCBs 
• The report said there were two broad sources 

of constraints because of which the sector has 
underperformed. 

• The first set of factors are internal to the sector. 
Many UCBs are small and do not have either the 
capability - financial or human resources - 
and/or possibly inclination to provide 
technology enable financial services. 

• The second set of constraints are external to 
the banks. These emanate from the rather 
restrictive regulatory environment under which 
they have had to operate.   

 
 

Mould your thought: 
• Differentiate between UCBs and Commercial Banks? Discuss the major recommendations of Vishwanathan 

Committee to improve working of UCBs in India. 
 
Approach to the answer: 
• Introduction  
• Give major differences between UCBs and Commercial Banks 
• Discuss the need for Committee (i.e. recent problems in UCBs with example) 
• Write the suggestions of the committee in this regard 
• Conclusion 

 

1.8 Four-Year National Monetisation Pipeline 
 

Manifest pedagogy: The government recently unveiled a four-year National Monetisation Pipeline (NMP) worth 

an estimated Rs 6 lakh crore. It aims to unlock value in brownfield projects by engaging the private sector, 

transferring to them revenue rights and not ownership in the projects, and using the funds generated for 

infrastructure creation across the country. So, aspirants can expect questions on it in the Mains exam. 
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In news: National Monetisation Pipeline: Unlocking value in brownfield projects via private sector 

 

Dimensions: 

Brief on National Monetisation Pipeline What is Monetisation and how is it different from divestment?  

Advantages of Monetisation   Challenges in Monetisation  

Roadmap of NMP (framework) 

 

Content: 

Brief on National Monetisation Pipeline: 

• The National Monetisation Pipeline (NMP) 
comprises a four-year pipeline from 2022-2025 
of the central government's brownfield 
infrastructure assets  

• NMP is an alternative to an outright sale of 
assets. The ownership of the assets monetized, 
though, will remain with the government, with 
the private players taking on the operational 
risk. 

• The idea is to lease out brownfield projects and 
use the  proceeds from it to finance greenfield 
(New) projects. 

• Roads, railways and power sector assets will 
comprise over 66% of the total estimated value 
of the assets to be monetised. 

• Besides these, assets such as mining, aviation, 
roads, shipping, telecom, power transmission 
lines, warehousing, sport facilities, realty & 
hotel assets and gas pipelines will also be part 
of the monetisation plan. 

• The ownership (of assets) will remain with the 
government and there will be a mandatory 

hand back after a certain time. The government 
is not selling off anything 

• Only under-utilised assets will be monetised 
and the plan will help identify brownfield assets 
that need to be better monetised 

• Monetisation through disinvestment and 
monetisation of non-core assets have not been 
included in the NMP. 

• For the FY22, the government through its asset 
monetization program plans to raise ₹88,000 
crores. 

• An empowered committee has been 
constituted to implement and monitor the 
Asset Monetization program. The Core Group of 
Secretaries on Asset Monetization (CGAM) will 
be headed by the Cabinet Secretary. 

 

Cooperative Federalism / Incentivizing states to 

participate:  

• The central government is also incentivizing 
states to participate in this program. 

• The Central government has already set aside 
Rs 5,000 crore as incentives.  

• If a state government divests its stake in a PSU, 
the Centre will provide a 100 percent matching 
value of the divestment to the state.  

• If a state lists a public sector undertaking in the 
stock markets, the Central government will give 
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it 50 percent of that amount raised through 
listing.  

• If a state monetises an asset, it will receive 33 
of the amount raised from monetisation from 
the Centre. 

 

What is Monetisation and How is it different from 
divestment?  

• Asset monetisation, also commonly referred to 
as asset or capital recycling, is globally a widely 
used business practice.  

• Asset Monetisation entails a limited period 
license/ lease of an  asset, owned by the 
government or a public authority, to a private 
sector entity for an  upfront or periodic 
consideration. 

• This consists of limited period transfer of 
performing assets (or disposing of non-strategic 
/ underperforming assets) to unlock “idle” 
capital  and reinvesting it in other assets or 
projects that deliver improved or additional 
benefits.  

• Governments and public-sector organizations, 
which own and operate such assets and are 
primarily responsible for delivering 
infrastructure services, can adopt this concept 
to  meet the ever-increasing needs of the 
population for improved quality of public 
assets  and service.  

 
• In a monetisation transaction, the government 

is basically transferring revenue rights to 
private parties for a specified transaction 
period in return for upfront money, a revenue 
share, and commitment of investments in the 
assets.  

• Therefore, there is no change in ownership. 
However, private players will be  taking on the 
operational risk. 

• Monetisation is similar to giving assets on a 
lease. 

• Real estate investment trusts (REITs) and 
infrastructure investment trusts (InvITs), for 
instance, are the key structures used to 
monetise assets in the roads and power 
sectors.  

• These are also listed on stock exchanges, 
providing investors liquidity through secondary 
markets as well.  

• While these are a structured financing vehicle, 
other monetisation models on PPP (Public 
Private Partnership) basis include:  

○ Operate Maintain Transfer (OMT),  
○ Toll Operate Transfer (TOT), and  

○ Operations, Maintenance & 
Development (OMD).  

• OMT and TOT have been used in the highways 
sector while OMD is being deployed in case of 
airports. 

On the other hand: 

• Disinvestment is just the opposite of 
investment, i.e. it means pulling out the money 
invested in the company by selling the stake, 
either partially or fully.  

• Disinvestment involves dilution of ownership of 
the business / PSU. 

• In disinvestment, usually, 26% or 51% of share 
is retained with the government company, and 
the rest is transferred to the strategic partner. 

 

Advantages of Monetisation: 

Financing Future Asset Creation:  

• With a massive infrastructure deficit, finding 
resources to build physical assets is a difficult 
task.  

• These projects require heavy investment. 
Monetising underutilised assets gives the 
government the capital required for such 
projects. 

• Hence, the government wants to monetize 
existing infrastructure assets by leasing them 
out to private firms for a fixed tenure under a 
revenue-sharing model. 

 

Fiscal Prudence:  

• It will help the authorities ease fiscal constraints 
and free up balance sheets for more greenfield 
infrastructure creation.  

• For example, a stadium, built by the 
government that remains idle for the most part 
of the year, can be leased to a private party that 
can efficiently manage it by organizing cultural 
functions and allowing the  public  to  use  it  for  
a  fee. 
 

Raising Resource-use Efficiency: 

• It leads to optimum utilisation of government 
assets. 

• The end objective of NMP is to enable 
‘Infrastructure Creation through Monetisation’ 
wherein the public and private sector 
collaborate, each excelling in their core areas of 
competence, so as to deliver socio-economic 
growth and quality of life to the country’s 
citizens. 
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Revival of the economy and create sustainable 

demand: 

• It could also provide State governments with 
the additional resources needed to sustain 
public investment during this period of stressed 
public finances. 

• By monetising the existing asset base, their 
proceeds could be used for new infrastructure 
creation, recycling the future assets and build 
multiplier effect on growth and revive credit 
flow 

Mobilising Private Capital:  

• Since the assets are de-risked as brownfield 
projects, it will help in mobilising private capital 
(both domestic & foreign).  

• Global investors have revealed that they are 
keen to participate in projects to be monetised 
through a transparent/competitive bidding 
process. 

Less Political Resistance:  

• The plan involves leasing to the private sector 
without transferring ownership or resorting to 
fire sale of assets. Therefore, it is expected to 
face less resistance from the opposition. 

 

 
 

Challenges in Monetisation:  

Among the key challenges that may affect the NMP 

roadmaps are:  

• Lack of identifiable revenue streams in various 
assets 

• Inadequate level of capacity utilisation in gas 
and petroleum pipeline networks 

• Lack of dispute resolution mechanism. 
• Regulated tariffs in power sector assets 
• Low interest shown by investors in national 

highways below four lanes 
• Lack of independent sectoral regulators 
• In the current atmosphere of strained Centre-

state relations, fructification of such plans 
would require deft political management. 

 

Roadmap of NMP: 
The framework for monetisation of core asset 

monetisation has 3 key imperatives:  

• Monetisation of rights not ownership which 
means the assets will have to be handed back at 
the end of transaction life. The overall 
transaction will be structured around revenue 
rights. 

• Brownfield de-risked assets: There is no land 
here, this entire (NMP) is about brownfield 
projects where investments have already been 
made and there is a completed asset which is 
either languishing or it is not fully monetised or 
is under-utilised.  

• Structured partnerships under defined 
contractual frameworks & transparent 
competitive bidding, where Contractual 
partners will have to adhere to Key 
Performance Indicators and Performance 
Standards.    

 

 

Mould your thought: 
• How is Asset Monetisation different from disinvestment? Critically evaluate the provisions of the National 

Monetisation Pipeline. 
 
Approach to the answer: 
• Introduction  
• Define both Asset monetisation and disinvestment.  



 

   27             www.journalsofindia.com                     August 2021 
 
 
 

• Wirie the differences between them 
• Mention the major provisions of NMP 
• Mention the advantage of NMP briefly 
• Discuss the challenges to NMP 
• Conclusion 

 

2. ENVIRONMENT 
 

2.1 The Commission for Air Quality Management in National Capital Region 
and Adjoining Areas Ordinance, 2021 

 

Manifest pedagogy: The Lok Sabha passed the Bill to formalise the Commission for Air Quality Management For 

National Capital Region and Adjoining Areas. The body has a full time chairperson and a range of members 

consisting of both representatives from several Ministries as well as independent experts and will have the final 

say on evolving policy and issuing directions to address air pollution in Delhi and the adjoining regions. 

 

In news: Experts welcome permanent air quality commission in NCR region  

 

Dimensions: 

Provisions   Importance  

Criticisms 

 

Content: 

 

Provisions: 

• The Commission for Air Quality Management in 
National Capital Region and Adjoining Areas 
Ordinance, 2021 provides for the constitution 
of a Commission for better coordination, 
research, identification, and resolution of 
problems related to air quality in the National 
Capital Region (NCR) and adjoining areas.   

• Adjoining areas have been defined as areas in 
the states of Haryana, Punjab, Rajasthan, and 
Uttar Pradesh adjoining the NCR where any 
source of pollution may cause adverse impact 
on air quality in the NCR.  

• The Ordinance also dissolves the Environment 
Pollution Prevention and Control Authority 
established in the NCR in 1998.  An Ordinance 
establishing a similar Commission was 
promulgated in October, 2020. 

• The Centre, facing flak earlier this year from 
farmers protesting the farm laws, had 
committed to removing a clause in the Air 
Commission Bill that would penalise farmers for 
burning stubble, an important contributor to 
noxious air quality. The text of the Bill removes 
this clause. 

 

Key features of the 2021 Ordinance include:  

Functions of the Commission:  

• Coordinating actions taken under the 
Ordinance by concerned state governments 
(Delhi, Haryana, Punjab, Rajasthan, and Uttar 
Pradesh),  

• Planning and executing plans to prevent and 
control air pollution in the NCR,  

• Providing a framework for identification of air 
pollutants,  

• Conducting research and development through 
networking with technical institutions,  

• Training and creating a special workforce to 
deal with issues related to air pollution, and  

• Preparing various action plans such as 
increasing plantation and addressing stubble 
burning. 

  

Composition and Tenure:  

• The Commission will consist of:  
i. a Chairperson,  

ii. an officer of the rank of a Joint Secretary 

as the member-secretary and Chief 

Coordinating Officer,  
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iii. a currently serving or former Joint 

Secretary from the central government as 

a full-time member,  

iv. three independent technical members 

with expertise related to air pollution, 

and  

v. Three members from non-government 

organisations.   

• The Chairperson and members of the 
Commission will have tenure of three years or 
till the age of seventy years, whichever is 
earlier.   

• The Commission will also include ex-officio 
members:  
i. from the central government and 

concerned state governments, and  

ii. Technical members from CPCB, Indian 

Space Research Organisation, and NITI 

Aayog.   

• It may also appoint representatives of certain 
ministries. 

 

Selection Committee:  

• A selection committee will be constituted by 
the central government for recommending 
appointments of members of the Commission.   

• The Committee will be headed by the Minister 
in charge of the Ministry of Environment, Forest 
and Climate Change.   

• Members of the Selection Committee will 
include the Ministers in charge: (i) Commerce 
and Industry, (ii) Road Transport and Highways, 
(iii) Science and Technology, and (iv) the 
Cabinet Secretary. 

 

Powers of the Commission:   

• Restricting activities influencing air quality,  
• Investigating and conducting research related 

to environmental pollution impacting air 
quality,  

• Preparing codes and guidelines to prevent and 
control air pollution, and  

• Issuing directions on matters including 
inspections, or regulation which will be binding 
on the concerned person or authority.   

• The Commission will be the sole authority with 
jurisdiction over matters defined in the 
Ordinance (such as air quality management).  

• In case of any conflict, the orders or directions 
of the Commission will prevail over the orders 
of the respective state governments, the 

Central Pollution Control Board (CPCB), state 
PCBs, and state-level statutory bodies. 

 

Penalties:  

• Contravention of provisions of the Ordinance, 
or orders and directions of the Commission will 
be punishable with imprisonment of up to five 
years, or fine of up to one crore rupees, or 
both.   

• All appeals against the Commission’s orders 
will be heard by the National Green Tribunal.   

Western Disturbances and Air Pollution in NCR 
• Meteorologists describe 'Western Disturbance' 

as something that originates outside the 
tropics, in the Mediterranean region, and 
travels from western to the eastern direction to 
the area with reduced air pressure.  

• In northwest India, Western Disturbances are 
associated with rainfall in winters, snowfall in 
the hills and fog in entire northern Indo-
Gangetic plains.  

• These affect the weather system in Pakistan 
and north-west India. 

• Western disturbances that affect the 
atmospheric change over entire north-west 
India and have a major bearing on the region's 
weather.  

• This also moves air polluting particles into NCR 
from areas west of it.  

 

Importance:  
For a permanent solution and to establish a self-

regulated, democratically-monitored mechanism for 

tackling air pollution in NCR, it was deemed necessary 

to take up immediate legislative measures to set up a 

Commission for Air Quality Management to streamline 

public participation, inter-state cooperation, expert 

involvement and persistent research and innovation. 

Addressing Air Quality Issues in NCR: 

• Delhi being the landlocked state, the sources of 
air pollution comprise factors beyond the local 
municipal and local government limits.  

• Agricultural activities, majorly straw burning, 
brick kilns, thermal plants, transport, and 
industry apart from construction in Delhi and 
NCR areas all contribute to the air pollution but 
several of these are non-local sources. 

• Apart from Delhi-NCR's own sources of 
emissions, a major contributor especially in 
winters is the burning of agriculture waste by 
the farmers in Punjab and Haryana. 

 



 

   29             www.journalsofindia.com                     August 2021 
 
 
 

Enhancing Inter-Agency / Inter-State Synergy: 

• There are umpteenth sources of pollution from 
across the Delhi-NCR and there are several 
agencies in the play. The coordination among 
these was cited as a major issue in tackling air 
quality issues. 

• Since air pollution is not a localised 
phenomenon, the effect is felt in areas even far 
away from the source, creating the need for 
regional-level initiatives through inter-state and 
inter-city coordination in addition to multi-
sectoral synchronisation 

• Though individual states have taken some 
measures, the lack of coordination among the 
stakeholders meant that not much has changed 
over the years in the effort to control air 
pollution. 

• The Commission is an attempt at an umbrella 
body which replaced the NCR's Environment 
Pollution (Prevention and Control) Authority -- 
EPCA.  

• The provisions of the Act will remain supreme in 
case there is some conflict between either the 
state governments or the pollution control 
bodies. 

• The Commission will have administrative and 
environmental experts associated with this 
process along with the representatives of the 
states surrounding the Delhi-NCR region. 

 
Use of Air-Shed Approach: 

• The ordinance takes into cognizance the 'air 
shed' approach as the government realised that 
Delhi's air cannot be managed by activities 
confined to Delhi, it must be an air shed 
approach.  

• And therefore, this unified body for the entire 
Delhi-NCR and surrounding areas, which are 
geographically contiguous landmass in the air 

shed (on the lines of watershed) beyond 
state/district boundaries. 

• The airshed approach is always good compared 
to looking at political boundaries as air travels 
beyond political boundaries and the crisis also 
happens beyond political boundaries 

 

Criticisms: 

Burden on Farmers: 

• Though clause 14 seeks to decriminalise the 
entire process and that no penalty would be 
levied on farmers who burn stubble or 
agricultural waste, the farmers are not taking it. 

• Opposition leaders and farmer organisations 
claimed that clause 15 empowers the 
Commission to levy and collect environmental 
compensation from farmers who burn stubble 
or agro-waste.  

• This compensation will be prescribed by the 
Central government. 

 

Need for Broader Decisions: 

• The decisions have to be taken at a much larger 
scale to change the ecosystem and not just by 
regulation 

• The law is not a solution for the root of the 
problem i.e. limitations of rice-wheat system 

• The rice-wheat system means the farmers from 
Punjab and Haryana that growing rice in kharif 
and wheat in rabi season hardly get time to 
remove the stubble from rice before sowing 
wheat and hence they prefer to burn it.  

• The gap between these two actions -- removing 
the stubble after cutting rice crop and sowing 
the wheat crop -- is very less, labour availability 
is coming down and cost wise, removing the 
stubble is not economical for farmers. 

• So, if these three are not going to change, the 
regulation won't work. The rice-wheat cropping 
system should change. 

 

Mould your thought: 
• Why has the air quality in the NCR region deteriorated year after year? Does constituting a new 

commission address these issues? 
 
Approach to the answer: 
• Introduction  
• Discuss the reasons for persistence of air pollution in NCR Region and the problems in earlier approaches 
• Discuss briefly, the provisions of the Ordinance 
• Mention its importance 
• Identify the shortcomings of the ordinance 
• Conclusion 
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2.2 Four new wetlands in India added to Ramsar list  
 

Manifest pedagogy: Four more sites from India have been recognized under the 1971 Ramsar Convention on 

Wetlands bringing the total number of such designated areas in the country to 46. Wetlands are some of the 

world’s most fragile and sensitive ecosystems supporting unique habitats for plants and animals, and providing 

livelihoods to millions of people across the world. Let us understand more about wetlands and their conservation. 

 

In news: The state of India’s urban wetlands and why they need to be protected urgently 

 

Dimensions: 

What is a wetland?  

What are the selection criteria for a wetland to be included in the Ramsar list?  

Brief History of Ramsar Convention   

Threats to wetlands  

New Ramsar Sites  

 

Content: 

 

What is a wetland?  
• A wetland is an area of land that is either 

covered by water or saturated with water.  
• The water is often groundwater, seeping up 

from an aquifer or spring. A wetland’s water 
can also come from a nearby river or lake. 
Seawater can also create wetlands, especially in 
coastal areas that experience strong tides. 

• A wetland is entirely covered by water for at 
least part of the year. The depth and duration 
of this seasonal flooding varies. Wetlands are 
transition zones.  

• Common names for wetlands include marshes, 
estuaries, mangroves, mudflats, mires, ponds, 
fens, swamps, deltas, coral reefs, billabongs, 
lagoons, shallow seas, bogs, lakes, and 
floodplains, to name just a few!  

 

Functions of Wetlands: 

• Wetlands are among the most productive 
ecosystems in the world, comparable to rain 
forests and coral reefs.  

• An immense variety of species of microbes, 
plants, insects, amphibians, reptiles, birds, fish 
and mammals can be part of a wetland 
ecosystem.  

• Physical and chemical features such as climate, 
landscape shape (topology), geology and the 
movement and abundance of water help to 
determine the plants and animals that inhabit 
each wetland.  

• The complex, dynamic relationships among the 
organisms inhabiting the wetland environment 
are referred to as food webs. 

• Wetlands can be thought of as "biological 
supermarkets." They provide great volumes of 
food that attract many animal species.  

• These animals use wetlands for part of or all of 
their life-cycle. Dead plant leaves and stems 
break down in the water to form small particles 
of organic material called "detritus."  

• This enriched material feeds many small aquatic 
insects, shellfish and small fish that are food for 
larger predatory fish, reptiles, amphibians, birds 
and mammals. 

• The functions of a wetland and the values of 
these functions to human society depend on a 
complex set of relationships between the 
wetland and the other ecosystems in the 
watershed. 

• Furthermore, scientists are beginning to realize 
that atmospheric maintenance may be an 
additional wetlands function.  

• Wetlands store carbon within their plant 
communities and soil instead of releasing it to 
the atmosphere as carbon dioxide. Thus, 
wetlands help to moderate global climate 
conditions. 

• Wetlands not only support high concentrations 
of biodiversity, but also offer a wide range of 
important resources and ecosystem services 
like food, water, fiber, groundwater recharge, 
water purification, flood moderation, storm 
protection, erosion control, carbon storage and 
climate regulation. 
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What are the selection criteria for a wetland to be 
included in the Ramsar list?  

• Under the Ramsar Criteria, wetlands should be 
selected for the Ramsar List on account of their 
international significance in terms of the 
biodiversity and uniqueness of their ecology, 
botany, zoology, limnology or hydrology.  

• In addition, the Criteria indicates that in the first 
instance, wetlands of international importance 
to waterbirds at any season should be included 
on the Ramsar List. 

• There are nine criteria for identifying Wetlands 
of International Importance: 

 

Group A of the Criteria. Sites containing 

representative, rare or unique wetland types 

• Criterion 1: A wetland should be considered 
internationally important if it contains a 
representative, rare, or unique example of a 
natural or near-natural wetland type found 
within the appropriate biogeographic region. 

 

Group B of the Criteria. Sites of international 

importance for conserving biological diversity 

Criteria based on species and ecological communities 

• Criterion 2: A wetland should be considered 
internationally important if it supports 
vulnerable, endangered, or critically 
endangered species or threatened ecological 
communities. 

• Criterion 3: A wetland should be considered 
internationally important if it supports 
populations of plant and/or animal species 
important for maintaining the biological 
diversity of a particular biogeographic region. 

• Criterion 4: A wetland should be considered 
internationally important if it supports plant 
and/or animal species at a critical stage in their 
life cycles, or provides refuge during adverse 
conditions. 

 

Specific criteria based on waterbirds 

• Criterion 5: A wetland should be considered 
internationally important if it regularly supports 
20,000 or more waterbirds. 

• Criterion 6: A wetland should be considered 
internationally important if it regularly supports 
1% of the individuals in a population of one 
species or subspecies of waterbird. 

 

 

 

Specific criteria based on fish 

• Criterion 7: A wetland should be considered 
internationally important if it supports a 
significant proportion of indigenous fish 
subspecies, species or families, life-history 
stages, species interactions and/or populations 
that are representative of wetland benefits 
and/or values and thereby contributes to global 
biological diversity. 

• Criterion 8: A wetland should be considered 
internationally important if it is an important 
source of food for fishes, spawning ground, 
nursery and/or migration path on which fish 
stocks, either within the wetland or elsewhere, 
depend. 

 

Specific criteria based on other taxa 

• Criterion 9: A wetland should be considered 
internationally important if it regularly supports 
1% of the individuals in a population of one 
species or subspecies of wetland-dependent 
non-avian animal species. 

 

Brief History of Ramsar Convention:  

• The ‘Convention on Wetlands’ called the 
Ramsar Convention, is the oldest of the 
modern global intergovernmental 
environmental agreements.  

• The treaty was negotiated through the 1960s by 
countries and non - governmental organizations 
concerned about the increasing loss and 
degradation of wetland habitat for migratory 
waterbirds.  

• It was adopted in the Iranian city of Ramsar in 
1971 and came into force in 1975.  

• The intergovernmental treaty provides the 
framework for national action and international 
cooperation for the conservation and wise use 
of wetlands and their resources.  

• Wetlands are the only ecosystem to have a 
dedicated multilateral environmental 
agreement of their own, the Ramsar 
Convention.  

• Currently, there are 171 Contracting Parties to 
the Convention, with 2414 wetland sites, 
totaling over 254,543,972 ha.,  designated as 
Wetlands of International Importance. 

• Under the “three pillars” of the Convention, the 
Contracting Parties commit to: 

○ Wise Use: work towards the wise use of 
all their wetlands; 

○ List of Wetlands of International 
Importance: designate suitable wetlands 
for the list of Wetlands of International 
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Importance (the “Ramsar List”) and 
ensure their effective management; 

○ International cooperation: cooperate 
internationally on transboundary 
wetlands, shared wetland systems and 
shared species. 

• India became a party to Ramsar Convention in 
1982 and so far, 46 wetlands covering 19 States 
& UTs have been designated as Ramsar sites. 

 

 
 

Threats to wetlands: 
• According to estimates by Wetlands 

International South Asia, nearly 30 percent of 
the natural wetlands in India have been lost in 
the last three decades mainly to:  

○ illegal construction,  
○ unsustainable urbanisation,  
○ agricultural expansion  
○ pollution. 

• As urbanisation is only likely to intensify, the 
country’s wetlands need to be safeguarded 
urgently. 

• In addition to urbanisation needs, lack of 
awareness and knowledge on wetlands and 
their ecosystem services can be blamed for this 
widespread loss.  

• Wetlands are impacted profoundly by damming 
and water abstraction: Keoladeo Ghana 
Sanctuary, Loktak Lake, Chilika Lake, Vembanad 
Kole are among those severely impacted by 
dams that affect water and silt flows.  

 

How to protect Wetlands? 
• Smart and innovative ideas along with 

increasing space for people’s participation in 
management and decision making for their 
wetlands are requisites for wetland 
conservation.  

• Mainstreaming wetlands ecosystem services 
and biodiversity into our developmental policies 
and urban planning processes, including climate 
change mitigation 

• Mega urban schemes like Smart Cities Mission 
and Atal Mission for Rejuvenation and Urban 
Transformation need to add the aspects of 
sustainable management of wetlands.  

• There is also a need for more scientific data, 
imagery, maps and other relevant tools to 
provide knowledge on the status of wetlands.  

• There is also a need for stronger enforcement 
of rules. For example, the National Plan for 
Conservation of Aquatic Ecosystems and the 
Wetlands Conservation and Management Rules, 
2017 (updated in 2020), have had limited 
impact as regulatory bodies like the Central 
Wetland Regulatory Authority only have 
advisory powers. 

• Awareness and community participation: 
Awareness is the first step towards protection. 
Starting with awareness campaigns in targeted 
areas,  encourage locals to participate with their 
time and monetary contributions 

 
Some Successful Examples: 
• In Mithilanchal region (north Bihar), Narayan 

Choudhary’s Talab Bachao Abhiyan has 
mobilised communities over the years. The 
campaign created awareness on encroachment 
and pollution of local ponds and pushed the 
government to take action. 

• Community-led conservation through 
ecotourism:Shweta Hule’s ’Swamini’ self-help 
group of ten women have been organising 
‘mangrove safari’ for tourists in the Mandavi 
creek in Sindhudurg since 2017.   
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New Ramsar Sites: 
 
 
Bhindawas: 

• Bhindawas Wildlife Sanctuary, the largest 
wetland in Haryana is a human-made 
freshwater wetland.  

• It was established as a Bird Sanctuary by the 
Government of India on 3rd June, 2009. 

• This is an important part of the ecological 
corridor along the route of Sahibi River. 

• Rain water, JawaharLal Nehru Lift Irrigation 
Project Feeder canal and its escape channel are 
the main source of water in the bird sanctuary. 

• Over 250 bird species use the sanctuary 
throughout the year as a resting and roosting 
site.  

• The site supports more than ten globally 
threatened species including the endangered 
Egyptian Vulture, Steppe Eagle, Pallas’s Fish 
Eagle, and Black-bellied Tern. 

 

Sultanpur:  

• Sultanpur National Park from Haryana supports 
more than 220 species of resident, winter 
migratory and local migratory waterbirds at 
critical stages of their life cycles.  

• Sultanpur wetland is spread across 1.21 sq km. 
• More than ten of these are globally threatened, 

including the critically endangered sociable 
lapwing, and the endangered Egyptian Vulture, 
Saker Falcon, Pallas’s Fish Eagle and Black-
bellied Tern. 

 

Thol Lake:  

• It is an artificial lake near Thol village in Kadi in 
Mehsana District in the Indian state of Gujarat. 

• Thol Lake Sanctuary is made up of a reservoir 
that was created in 1912 as an irrigation tank 
when the Maharajas of Baroda (Gaekwads) 
ruled the region. 

• It is a freshwater lake surrounded by marshes.  
• It was declared the Thol Bird Sanctuary in 1988. 
• This Sanctuary from Gujarat lies on the Central 

Asian Flyway and more than 320 bird species 
can be found here.  

• The wetland supports more than 30 threatened 
waterbird species, such as the critically 
endangered White-rumped Vulture and 
Sociable Lapwing , and the vulnerable Sarus 
Crane, Common Pochard and Lesser White-
fronted Goose. 

 

Wadhwana Wetland: 

• Wadhwana is a century old tank in Gujarat, 
constructed by erstwhile King Gaikwad in 1909-
10.  

• This tank has a catchment area of 860 sq km , 
deriving its water from Orsang river.  

• The lake is an important wetland inviting 
migratory birds from far off places like Siberia 
and Europe. 

• They include some threatened or near-
threatened species such as the endangered 
Pallas’s fish-Eagle, the vulnerable Common 
Pochard, and the near-threatened Dalmatian 
Pelican, Grey-headed Fish-eagle and 
Ferruginous Duck.  

 

Mould your thought: 
• Wetlands are a desperate requirement for building a climate resilient future for India. Evaluate. 
 
Approach to the answer: 
• Introduction  
• Define wetlands / discuss ramsar convention briefly 
• Discuss their functions 
• Highlight the threats faced by wetlands in India 
• Suggest measures to save wetlands 
• Conclusion 

 

2.3 Status of Land Degradation and Desertification  
 

Manifest pedagogy: The Indian Prime Minister had last year said that India was on track to achieve its national 

commitment of land degradation neutrality. But the findings of a new document prepared by the Indian Space 

Research Organisation (ISRO) have revealed otherwise. In this context, it is prudent to know about the basics of 

the issue in detail. 
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In news: Despite PM Modi’s assurance, land degradation, desertification increasing 

 

Dimensions: 

Causes of land degradation and desertification United Nations Convention to Combat Desertification 

Land Degradation Neutrality (LDN)   Status of Land Degradation and Desertification in India 

Efforts to Combat Desertification 

 

Content: 

Causes of land degradation and desertification 

• According to the UNCCD, land degradation 
refers to the loss of biological or economic 
productivity of land resulting from land uses or 
from a combination of factors including human 
activities. 

• Desertification is a form of Land degradation 
and refers to the process by which fertile land 
becomes desert, typically as a result of drought, 
deforestation, or inappropriate agriculture. 

• Desertification does not imply the expansion of 
existing deserts. 

 

Various reasons for increasing land degradation 

include: 

 

Over-exploitation of Land:  

• Growing demand for food, fodder, fuel and raw 
materials is increasing the pressure on land and 
the competition for natural resources.  

• This has led to stress on land usage and has led 
to over-exploitation of land resources like 
overgrazing, and conversion to other land uses. 

 

Unsustainable agricultural practices:  

• About 141 million hectares of land is used by 
agriculture in India.  

• Faulty land and water management practices in 
agriculture have significantly contributed to 
land degradation.  

• Intensive irrigation and high chemical use 
(fertilisers, pesticides, etc.) adds to degradation. 

 

 

Climate Change:  

• Climate change plays a huge role in 
desertification. As the days get warmer and 
periods of drought become more frequent, 
desertification becomes more and more 
eminent.  

• Further rise in incidents like forest fires are 
destroying forests and leading to rise in 
desertification. 

 

Population Pressure:  

• With rise in population, stress on natural 
resources is increasing. People are looking to 
move into new areas and are invading new land 
in order to make houses.  

• This is contributing to the rise in desertification 
and land degradation. 

 

Unplanned urbanisation:  

• Economic development has led to expansion of 
urban and industrial land. Much of the present 
urban and industrial development has taken 
place on agricultural land.  

• The expansion of cities has resulted in the 
encroachment of forest areas and wetlands.  

• For example, rapid urbanisation triggered by a 
population increase in coastal areas has caused 
coastal land degradation. 

 

Erosion: 

• Loss of soil cover, mainly due to rainfall and 
surface runoff, was one of the biggest reasons 
for desertification. It was responsible for 11.01 
per cent of the desertification in the country, 
the ISRO atlas said. 

• In 2011-13, water erosion was responsible for 
10.98 percent of desertification in the country. 
In 2003-05, it was responsible for 10.83 per 
cent of desertification. 

• Wind erosion was found to be responsible for 
5.46 per cent of the desertification in India. In 
2003-05, it was responsible for 5.58 percent of 
desertification. 

• Vegetation degradation was found to be 
responsible for 9.15 per cent of desertification 
in the country.  

 

Consequences of Land Degradation and 
Desertification: 

• Reduce in agricultural productivity: Land 
degradation exacerbates climate change and 
threatens agricultural productivity. It reduces 
soil health, water quality and damages Thus in 
turn impact the livelihood of rural people. 
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• Worsen Water Crisis: Land degradation has 
resulted in deterioration in the quantity and 
quality of both surface and groundwater 
resources. Less vegetative cover leads to soil 
erosion. Runoff increases and flooding becomes 
more frequent and extensive. Groundwater 
recharge decreases, and the water table also 
drops. 

• Endanger Food Security: With land degradation, 
the food production is endangered and 
reduced. With reduced agricultural activities 
and productivity, land degradation endangers 
future nutrition. 

• Force Migration: populations are pressured to 
migrate to more hospitable areas. It reduces 
human settlement as land becomes non-
productive for livelihood. This would lead to 
internal and external migration. 

• Impact Health: Land degradation and 
desertification can affect human health through 
complex pathways -higher threats of 
malnutrition from reduced food and water 
supplies; more water- and food-borne diseases 
that result from poor hygiene and a lack of 
clean water; respiratory diseases caused by 
atmospheric dust from wind erosion and other 
air pollutants; the spread of infectious diseases 
as populations migrate.     

 

United Nations Convention to Combat 
Desertification (UNCCD): 

• UNCCD  is an international convention to 
combat desertification and mitigate the effects 
of drought through national action programs 
that incorporate long-term strategies supported 
by international cooperation and partnership 
arrangements. 

• Established in 1994, UNCCD is the sole legally 
binding international agreement which links 
environment and development to sustainable 
land management.  

• The UNCCD addresses particularly the arid, 
semi-arid & dry sub-humid areas, called 
drylands, where some of the most vulnerable 
ecosystems and peoples are found. 

• UNCCD is one of the Rio Convention that 
focuses on desertification, land degradation and 
drought (DLDD) in regions like Africa, Asia, Latin 
America and Caribbean. 

• UNCCD launched Land Degradation Neutrality 
(LDN) to conserve, sustainably manage and 
restore land 

• As the dynamics of land, climate and 
biodiversity are intimately connected, the 

UNCCD collaborates closely with the other two 
Rio Conventions; the Convention on Biological 
Diversity (CBD) and the United Nations 
Framework Convention on Climate Change 
(UNFCCC), to meet these complex challenges 
with an integrated approach and the best 
possible use of natural resources. 

• The new UNCCD 2018-2030 Strategic 
Framework is the most comprehensive global 
commitment to achieve Land Degradation 
Neutrality (LDN) in order to restore the 
productivity of vast expanses of degraded land, 
improve the livelihoods of more than 1.3 billion 
people, and reduce the impacts of drought on 
vulnerable populations 

 

Land Degradation Neutrality (LDN): 
• The concept of Land Degradation Neutrality 

(LDN) emerged from the UN Conference on 
Sustainable Development (Rio+20) in 2012.  

• LDN responds to an immediate challenge of 
intensifying the production of food, fuel and 
fiber to meet future demand without further 
degrading our finite land resource base.   

• In other words, Land Degradation Neutrality 
(LDN) envisions a world where human activity 
has a neutral, or even positive, impact on the 
land.  

• The UNCCD Secretariat launched this Land 
Degradation Neutrality initiative, which has 
been enshrined in the SDGs as target 15.3 on 
achieving a land degradation neutral world by 
2030. 

• India is striving towards achieving the national 
commitments of Land Degradation Neutrality 
(LDN) and the restoration of 26 million hectares 
of degraded land by 2030. 

 

Bonn Challenge: 
• The Bonn Challenge is a global effort to bring 

150 million hectares of the world’s deforested 
and degraded land into restoration by 2020, 
and 350 million hectares by 2030. 

• The 2020 target was launched at a high level 
event in Bonn in 2011 organised by the 
Government of Germany and IUCN. 

• It was later endorsed and extended to 2030 by 
the New York Declaration on Forests of the 
2014 UN Climate Summit.  

• To date, 74 governments, private associations 
and companies have pledged over 210 million 
hectares to the Challenge. 

• At the UNFCCC Conference of the Parties (COP) 
2015 in Paris, India also joined the voluntary 
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Bonn Challenge pledge to bring into restoration 
13 million hectares of degraded and deforested 
land by the year 2020, and additional 8 million 
hectares by 2030.    

 

Status of Land Degradation and Desertification in 
India: 
The findings of a new document prepared by the 

Indian Space Research Organisation (ISRO), 

and  Desertification and Land Degradation Atlas of 

India have revealed: 

• Some 97.85 million hectares (mha) of India’s 
total geographical area (TGA) of 328.72 mha 
underwent land degradation during 2018-19 

• This amounts to 29.7 percent of the country’s 
land  become degraded 

• Besides land degradation, desertification had 
also increased. Some 83.69 mha underwent 
desertification in 2018-19.  

• This was greater than the 81.48 mha in 2003-
2005 and 82.64 mha in 2011-13 that underwent 
desertification. 

• India witnessed an increase in the level of 
desertification in 28 of 31 states and Union 
territories between 2011-13 and 2018-19 

• Around 23.79 per cent of the area undergoing 
desertification / land degradation with respect 
to TGA of the country was contributed by 
Rajasthan, Maharashtra, Gujarat, Karnataka, 
Ladakh, Jharkhand, Odisha, Madhya Pradesh 
and Telangana. 

• However, land degradation and desertification 
was declining in Uttar Pradesh, Rajasthan and 
Telangana in 2018-2019. 

 

Desertification and Land Degradation Atlas of India 
• Published by: The Atlas has been published by 

Space Application Centre, ISRO, and 
Ahmedabad. 

• Prepared using: The Atlas was prepared using 
IRS Advanced Wide Field Sensor (AWiFS) data of 
2011-13 and 2003-05 time frames in the 
Geographical Information System (GIS) 
environment. 

• The Atlas provides a state-wise area of 
degraded lands for the time frame 2018-19. 

• It also provides the change analysis for the 
duration of 15 years from 2003-05 to 2018-19.  

• It is helpful in prioritizing areas to be taken up 
for minimizing the impact of desertification and 
land degradation. 

• Moreover, the Atlas will also be helpful in 
strengthening the proposed National Action 
Plan for achieving land restoration targets by 
providing important inputs.   

 

Efforts to Combat Desertification: 
• In order to prevent and reverse desertification, 

major policy interventions and changes in 
management approaches are needed.  

• Such interventions should be implemented at 
local to global scales, with the active 
engagement of stakeholders and local 
communities.  
 

The following can be implemented to combat 

desertification: 

• Sustainable Land and Water Use: Sustainable 
land use can fix issues such as overgrazing, 
overexploitation of plants, trampling of soils 
and irrigation practices that cause and worsen 
desertification. 

• Increasing vegetation cover: Increased 
vegetation protects land from erosional forces. 
Protecting soil from wind and water erosion 
helps to prevent the loss of ecosystem services 
during droughts. 

• Sustainable Farming : Encourage agro-forestry, 
organic farming, environmentally sustainable 
cropping patterns and adoption of efficient 
irrigation techniques. 

• Creating economic opportunities outside 
drylands: Unpacking new possibilities for 
people to earn a living, such as urban growth 
and infrastructure, could relieve and shift 
pressures underlying the desertification 
processes. 

• Blending Scientific & Traditional Practices: 
Applying a combination of traditional 
techniques with the selective transfer of locally 
acceptable technology is a major way to 
prevent desertification. 

 

Mould your thought: 
• Differentiate between land degradation and desertification? What are their causes and consequences? 

Mention efforts to combat their effects. 
 
Approach to the answer: 
• Introduction  
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• Define Land degradation and desertification and highlight their differences  
• Discuss their causes  
• Discuss their effects on Human Life 
• Mention UNCCD and India’s commitments  
• Discuss other efforts needed to combat desertification  
• Conclusion 

 

3. FOREIGN AFFAIRS 
 

3.1 Taliban Takeover of Afghanistan: India's perspectives 
 

Manifest pedagogy: Surprising everyone, the Taliban has won a stunning military and political victory. The United 

States (US)-supported Afghan government led by President Ashraf Ghani could not stand up to the Taliban 

assaults and has ultimately surrendered. After the Taliban took over power in Afghanistan, there has emerged a 

newfound risk for India at the international front. 

 

In news: Taliban takeover: 5 top questions for the Modi government 

 

Dimensions: 

Chain of events since 2001     India's interest in the region 

India's contribution in development of the region  Challenges before India 

 

Content: 

Chain of events since 2001: 

 

2001: 9/11 and ‘War on Terror’ 

• US President George W. Bush launched his “war 
on terror” in response to the September 11 
attacks that killed around 3,000 people, with 
airstrikes on Afghanistan on October 7, 2001. 

• The Taliban government had sheltered Osama 
bin Laden and his Al-Qaeda movement, which 
masterminded 9/11. 

• In power since 1996, the Taliban are soon 
defeated and flee the Afghan capital Kabul on 
December 6. 

• Hamid Karzai is appointed to lead an interim 
government and NATO begins to deploy its 
International Security Assistance Force. 

 

2004: First presidential election 

• Afghanistan’s first election under a new system 
is held on October 9, 2004 with an enthusiastic 
turnout of 70 percent. Karzai wins 55 percent of 
the vote. 

• The Taliban regroup in the south and east, as 
well as across the border in Pakistan, and 
launch an insurgency. 

 
2008-2011: US reinforcements 

• As attacks multiply, the US command in 2008 
asks for more troops and the first 
reinforcements are sent. 

• Karzai is re-elected on August 20, 2009 in 
elections that are marred by massive fraud, low 
turnout and Taliban attacks. 

• In 2009, President Barack Obama, who had 
campaigned on a pledge to end the Afghanistan 
war, doubled the number of US troops to 
68,000. In 2010, it reached around 100,000. 

• Osama bin Laden was killed on May 2, 2011 in a 
US special forces operation in Pakistan. 

• On June 22, Obama announced the beginning of 
a troop withdrawal, with the departure by mid-
2012 of 33,000 soldiers. 

 

2014: NATO exit 

• In June 2014, Ashraf Ghani was elected 
president but voting was marred by violence 
and a bitter dispute over claims of fraud. 

• In December, NATO ended its 13-year combat 
mission but a number of troops remain to train 
the Afghan military. 

• The following year, the Taliban made their 
greatest military advances since being ousted. 
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• The Islamic State jihadist group also becomes 
active in the region. Bloody attacks multiplied, 
notably in Kabul. 

 

2020: US-Taliban deal, disputed election 

• Ashraf Ghani was declared victorious for a 
second term on February 18, 2020, an 
announcement rejected by his rival and former 
minister Abdullah Abdullah, who vowed to form 
his own parallel government. 

• On February 29, the United States and the 
Taliban signed a historic deal in Doha under 
which all foreign forces would leave 
Afghanistan by May 2021, provided the 
insurgents start talks with Kabul and adhere to 
other security guarantees. 

• A power-sharing deal ends the bitter Ghani-
Abdullah feud in May. Abdullah takes the role 
of leading the peace negotiations. 

• Talks begin in September but violence surges 
and the Taliban are blamed for a wave of 
targeted killings. 

 

May 2021: Foreign troops withdrawal 

• On May 1, 2021 the United States and NATO 
started withdrawing their 9,500 soldiers, of 
which 2,500 are American. 

• In May, the Americans withdrew from the 
Kandahar air base. 

• On July 2, Bagram air base — Afghanistan’s 
biggest, and the nerve centre of the US-led 
coalition’s operations — was handed over to 
Afghan forces. 

• US President Joe Biden said that the US troop 
withdrawal will be completed by August 31, 
before the 20th anniversary of the 9/11 attacks. 

 
May-August 2021: Taliban blitz 

• The insurgents launch lightning attacks across 
Afghanistan, capturing vast stretches of the 
hinterland as the final foreign troops begin their 
withdrawal. 

• The Taliban captured their first provincial 
capital, Zaranj in the southwest, on August 6. 

• Other major cities fall within days, including 
Kandahar and Herat -- Afghanistan's second- 
and third-biggest cities respectively. 

• The insurgents fully encircled the capital on 
August 15 with the capture of Jalalabad in the 
east.It leaves Kabul as the only city under 
government control. 

• Diplomatic missions scramble to evacuate 
officials and local staff who fear reprisals from 
the Taliban. 

• Ghani fled the country, reportedly to Tajikistan, 
and the Taliban entered Kabul, eventually 
taking position in the presidential palace. In a 
statement, Ghani admits the insurgents have 
"won". 

 

India's interest in the region: 
• India sees Afghanistan as a strategically 

important country. Afghanistan is important for 
India in a multi-dimensional manner. 

• Afghanistan is India’s bordering neighbour, 
however the part which borders Afghanistan is 
occupied by Pakistan. 

• Connecting link to Central Asia: The most 
important role of Afghanistan is always 
considered as India’s gateway to Central Asia. It 
implies continental outreach. But in partnership 
with Iran, it also allows for serving India’s 
maritime interests.  

• Connectivity with Afghanistan and further with 
Central Asia have been primarily the reasons for 
India’s engagement with Iran to develop 
Chabahar port 

• Security: Safeguarding a Taliban free 
Afghanistan is in interest of India which is one 
of the favourite target of cross border 
terrorism. A stable Afghanistan is crucial for 
regional and domestic security and stability for 
India. With Afghanistan becoming a centre of 
radical ideology and violence again, such a 
development would affect Pakistan and would 
inevitably reach India. 

• Energy ambitions: To address its energy needs 
to sustain its economic growth, pipelines from 
Iran and Central Asia would be extremely 
important. India sees Afghanistan as an 
essential component of the TAPI (Turkmenistan-
Afghanistan-Pakistan-India) pipeline. An 
unstable Afghanistan would hurt the 
construction of this pipeline and the 
subsequent flow of gas. 

• Trade: In case of trade, Afghanistan can help 
India export its products to Europe, gaining 
foreign exchange. The railway line from 
Chabahar to Zahedan in Afghanistan envisages 
to connect New Delhi with Iran, Afghanistan, 
Central Asia and Europe. 

• Natural resources: Afghanistan is known for its 
geo-strategic importance and abundance of 
natural resources. Afghanistan has an estimated 
1 trillion USD of untapped resources according 
to a joint report of The Pentagon and US 
Geological Survey. Stable Afghanistan with 
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better relations means more economic 
development in the region and of India.  

 

India’s involvement has been characterized by Soft 

diplomacy. India sought to involve itself through soft 

power rather than militarily as India believed in 

winning the hearts and minds of Afghans. 

 

India has been particularly active in the construction, 

infrastructure, human capital building and mining 

sectors. Besides, it has also identified the 

telecommunications, health, pharmaceuticals, and 

information technology and education sectors for 

cooperation.  

 
 
India's contribution in development of the region: 

• New Delhi’s engagement with Kabul 
underscores the principle of non-interference in 
the internal affairs of Afghanistan and is based 
on the principles of soft power diplomacy.  

• India has been consistent with its 
developmental assistance to Afghanistan post-
2001 era.  

• India has played a significant role in the 
reconstruction and rehabilitation process in 
Afghanistan.  

• India’s extensive developmental assistance 
programme, which now stands at around US 2 
billion, is a strong signal of its abiding 
commitment to peace, stability and prosperity 
in Afghanistan.  

• India has opted to pursue a ‘soft power’ 
strategy to engage Afghanistan, preferring to 
contribute substantially in the civilian sector 
rather than in defence and security. 

• India is particularly active in the construction, 
infrastructure, human capital building and 
mining sectors. Besides, it has also identified 
the telecommunications, health, 
pharmaceuticals, and information technology 
and education sectors for cooperation. 

• India fosters cooperation and collaborates on 
infrastructure and high impact community 
development projects in Afghanistan. 

 

India’s development programmes in Afghanistan 
are focused around following five pillars: 

• Large infrastructure projects: Shahtoot Dam, 
Salma Dam (Afghan-India Friendship Dam), Pul-
e-Khumri transmission line of 2009, Parliament 
building etc 

• Human resource development and capacity 
building: Habibia High School, 

• Humanitarian assistance: India sent more than 
20 tonnes of medicines, other equipment and 
transported 75,000 tonnes of wheat to 
Afghanistan to address the COVID-19 challenge. 

• High-impact community development projects: 
Specialised ITEC courses  for Afghan 
Government Officials,  ICAR scholarships under 
India-Afghanistan Fellowship Programme 

• Enhancing trade and investment through air 
and land connectivity: Zaranj-Delaram road 

 

Important Indian Projects in Afghanistan: 
• Construction of a 218 km road from Zaranj to 

Delaram for facilitating movement of goods and 
services to the Iranian border;  

• construction of 220kV DC transmission line 
from Pul-e-Khumri to Kabul and a 220/110/20 
kV sub-station at Chimtala;  

• upgrading of telephone exchanges in 11 
provinces;  

• expansion of the national TV network by 
providing an uplink from Kabul and downlinks in 
all 34 provincial capitals for greater integration 
of the country. 

• New Afghan Parliament building (inaugurated 
on 25 December 2015) 

• Afghan-India Friendship Dam (Salma Dam) 
(opened on 4 June 2016) 

• India has also committed to contribute 
substantially in improving the transportation 
system in Kabul and has decided to donate 
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1000 buses to Afghanistan along with 
upgradation related infrastructure.  

• A consortium of public and private Indian 
companies has been formed to invest in 
Afghanistan’s mining sector in the Hajigak iron 
ore reserves.  

• Mines Institute is proposed to be established in 
Kabul with GoI technical & financial support to 
build capacity in mining area   

 

Challenges before India: 
Evacuation of Indians: 

• There is a considerable size of Indian citizens 
working in Afghanistan. 

• On Sunday, an Air India flight was able to fly out 
carrying 129 passengers from Kabul to Delhi, 
but since then, the chaos at Kabul’s Hamid 
Karzai International Airport has meant 
commercial flights are unable to ply, and for the 
moment Kabul airspace has been closed.  

• With thousands of desperate Afghans seeking 
to leave the country, the tarmac has been 
overrun by people blocking the airplanes from 
taking off or landing.  

•  According to officials, evacuating Indians 
remains the government’s first priority. 

 
Asylum to displaced persons from Afghanistan: 

• Hundreds of Afghan nationals, many of them 
allied to the previous Ghani government, are 
seeking to leave the country, and have applied 
for visas from the Indian Embassy in Kabul.  

• Among them are those with links to India, who 
have studied or trained here, or with families in 
India, or those who could face reprisal attacks 
from Taliban militia.  

• While the MEA has made a statement on its 
commitment to facilitate members of the Hindu 
and Sikh minorities in Afghanistan, no stated 
policy has been announced on whether it will 
welcome all Afghans, as India has done on 
previous occasions. 

• If the government does accept them, then 
arrangements for what could be thousands of 
refugees will need to be made.  

 

Angle of Pakistan and repercussions: 

• The larger questions that the government faces 
are about how its strategic options in 
Afghanistan will change given the Taliban’s 
proximity to Pakistan’s establishment. 

• There are concerns that anti-India terror groups 
could occupy space in Afghanistan to carry out 
terror attacks against India.  

• India’s influence with the new government is 
likely to be considerably curtailed, as Pakistan’s 
influence over the Taliban remains strong, and 
the government will have to reconsider 
whether to now engage Pakistan directly as 
well.  

• Regardless of whether or not India recognises 
the Taliban as the legitimate ruler in 
Afghanistan, the government will have to open 
channels of communication to engage the 
Taliban 

• Other strategic issues involving future 
connectivity, which India had sought to do via 
Chabahar port in Iran, must also be considered 
in the longer term.  

 

India's stand on the issue: 
• In the past few months, security officials and 

diplomats have made initial, furtive contact 
with the Taliban in Doha, and the MEA said it is 
engaging “various stakeholders” in Afghanistan. 

• Last week after talks involving 12 countries 
including India, U.N. representatives and 
Afghan representatives with the Taliban in 
Doha, a nine-point statement issued made it 
clear that they will “not recognise any 
government in Afghanistan that is imposed 
through the use of military force”. 

• The decision of recognising the Taliban regime 
is particularly difficult for India, which was 
closely allied to the Afghan government, and 
helped build democratic and constitutional 
processes there, and sees the treatment of 
women and minorities as integral to those 
processes. Recognising a Taliban regime, giving 
it global legitimacy will be a difficult step for 
India. 

Mould your thought: 
• After the Taliban took over power in Afghanistan, there has emerged a newfound risk for India at the 

international front. Evaluate. 
 
Approach to the answer: 
• Introduction  
• Discuss the recent developments in Afghanistan Briefly 
• Reasons for India’s interest in Taliban-free Afghanistan 
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• Mention the challenges faced by India with the rise of Taliban Regime 
• Conclusion 

 

3.2 Abraham Accords 
 

Manifest pedagogy: The recent visit by the Indian Air Force chief, Air Chief Marshal R.K. Bhadauria, to Israel offers 

a window to study how New Delhi is taking advantage of the Abraham Accords deal signed between Israel and a 

consortium of Arab States led by the United Arab Emirates (UAE) in 2020.  

 

In news: The Abraham Accords as India’s West Asia Bridge 

 

Dimensions: 

What is the accord?   India-Israel relations 

India and Arab countries   India's participation in multilateral military exercise 

Repercussions on India's relations with Iran 

 

Content: 

What is the accord?  

• The Abraham Accords are a joint statement 
made between Israel, the United States and the 
United Arab Emirates on August 13, 2020.  

• It also refers to the agreement reached 
between Israel, Bahrain and the UAE to 
normalise relations between the three. 

• The accords are named after the patriarch 
Abraham who is regarded as a prophet in both 
Judaism and Islam. 

• The Abraham Accords comprise the following: 
○ The Abraham Accords Declaration 
○ Israel–UAE Agreement 
○ Bahrain–Israel Agreement 

• The Abraham Accords also open the door for 
Muslims around the world to visit the historic 
sites in Israel and to peacefully pray at Al-Aqsa 
Mosque in Jerusalem, the third holiest site in 
Islam. 

• The agreement shows how the Arab countries 
are gradually decoupling themselves from the 
Palestine question. 

• Israel agreed to suspend plans for annexing 
parts of the West Bank. The agreement 
normalized what had long been informal but 
robust foreign relations between the two 
countries. 

• The UAE thus became the third Arab country, 
after Egypt in 1979 and Jordan in 1994, to agree 
to formally normalize its relationship with Israel 
as well as the first Persian Gulf country to do so. 

India-Israel relations: 
• India recognized Israel only in 1950 but it was 

restricted only to consular relations due to 

geopolitical factors affecting India’s foreign 
policy. 

• India developed full diplomatic relations with 
Israel only in 1992 with P.V. Narasimha Rao as 
India’s prime minister. 

• Since the birth of Israel in 1948, whose 
admission to the UN India subsequently 
opposed, Israeli leaders still sought full 
diplomatic ties. 

• With the Indian government establishing full 
diplomatic ties in 1992, Israel pressed for full 
acknowledgement of bilateral relations on the 
international front. 

 

Political Cooperation: 

• Since the up-gradation of relations in 1992, 
defence and agriculture have become the two 
main pillars of the bilateral engagement. 

• In 2017, Prime Minister Modi became the first-
ever Indian Prime Minister to visit Israel. 

• During this visit, the diplomatic relationship was 
upgraded to a strategic level and seven 
agreements/MoUs were signed in the areas of 
R&D, innovation, water, agriculture and space. 

• In 2018, the Israeli Prime Minister visited India, 
during which Government to Government 
(G2G) agreement on cybersecurity, oil and gas 
cooperation, film cooperation and air transport 
were signed, along with five other semi-
government agreements. 

• An increase in the high-level exchanges in 
recent times has expanded cooperation in areas 
like trade, agriculture, science and technology 
and security. 
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Military and strategic cooperation: 

• India’s arms trade with Israel had reached 
almost $600 million in 2016, making Israel the 
second-largest source of defence equipment for 
India, after Russia. 

• Both nations have enhanced bilateral military 
and intelligence cooperation since the official 
establishment of diplomatic relations. 

• Israel was one of the few nations, including 
France and Russia, that did not condemn India’s 
1998 Pokhran-II nuclear tests. 

• The common aspiration to fight the menace of 
terrorism led to the enhancement of defence 
cooperation. 

• In February 2014, India and Israel signed three 
important agreements on Mutual Legal 
Assistance in Criminal Matters, Cooperation in 
Homeland Security and Protection of Classified 
Material. 

 

Science and Technology cooperation: 

• Under a Science and Technology Cooperation 
Agreement in 1993, Science and Technology 
institutions undertook joint research. 

• Specific areas of cooperation include IT, 
biotechnology, lasers and electro-optics. 

• Israel has also offered to assist with India’s 
Clean Ganga Mission by providing its expertise 
in water management to address water scarcity. 

• India has significantly benefited from Israeli’s 
expertise and technologies in horticulture, 
mechanisation, protected cultivation, orchard 
and canopy management, nursery 
management, micro-irrigation and post-harvest 
management, particularly in Haryana and 
Maharashtra. 

• Currently, Israeli drip-irrigation technologies 
and products are widely used in India. 

• Furthermore, India is gaining Israel’s expertise 
in managing and improving dairy farming and 
high milk yield. 

 

Indian diaspora: 

• There are approximately 85,000 Jews of Indian-
origin in Israel (at least one Indian parent). 

• The main waves of immigration into Israel from 
India took place in the 1950s and 1960s mostly 
from Maharashtra (Bene Israelis) and relatively 
smaller numbers from Kerala (Cochini Jews) and 
Kolkata (Baghdadi Jews). 

• In recent years, some Indian Jews from the 
North Eastern States (Bnei Menashe) have been 
immigrating to Israel. 

 

Economic Cooperation: 

• The bilateral merchandise trade stood at $5.02 
billion (excluding defence) in 2016-17. 

• While exports from India were $3.06 billion, the 
import to India from Israel was $1.96 billion. 

• The diamond trade constitutes more than 53% 
of the bilateral trade. 

• India is Israel’s third-largest trading partner in 
Asia after China and Hong Kong. 

 

India’s stand on Israel-Palestine Issue 
• India, for a very long time, had called for the 2-

state solution that supports the establishment 
of a sovereign independent state of Palestine. 

• However, India’s stand on Israel-Palestine 
conflict has not hindered the growing 
diplomatic relationship with India and Israel. 

• Yet, the recent close ties with Israel have 
diluted India’s stance on the issue. 

• In 2014, India favoured a UN resolution that 
established a Commission of Inquiry to 
investigate a violation of an international 
humanitarian and human rights law in the 
“Occupied Territories” during Operation 
Protective Edge conducted by Israel in the Gaza 
Strip. 

• However, the Indian Government did not pass a 
resolution in the parliament condemning the 
Israeli action, contrary to the earlier practices. 

• At the UN Human Rights Commission (UNHRC), 
India abstained on the resolution that 
welcomed the report of the same Commission 
of Inquiry, making it the first time India had 
refused to vote against Israel at the UN. 

• However, the Indian government clarified that 
this does not mean that there is a change in 
India’s traditional support for the separate state 
of Palestine. 

• Nevertheless, from the growing strategic ties, it 
is evident that India is distancing itself from 
advocating for the Palestinian cause.   

 

India and Arab Countries: 
• India has traditionally enjoyed close and 

friendly relations with Arab countries. These 
relations date back to ancient times. 

•  India’s staunch commitment to the Palestinian 
cause, common views on major international 
developments and strong economic and 
commercial relations form the foundations of 
India-Arab relations today. 

• India has stronger, multifaceted and growing 
socio-economic engagements with the Gulf 
countries. 
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• With over eight million Indian diaspora in the 
Gulf remitting annually nearly $50 billion, 
annual merchandise trade of over $150 billion. 

• The Middle East sources nearly two-thirds of 
India’s hydrocarbon imports, major 
investments, etc.  

• India had welcomed the Abraham Accord, 
highlighting its support for mechanisms that 
offer peace and stability in the region. 

• India has acquired a large and rewarding 
regional footprint, particularly as the preferred 
source of manpower, food products, 
pharmaceuticals, gem and jewellery, light 
engineering items, etc. 

• Indians are also the biggest stakeholders in 
Dubai’s real estate, tourism and Free Economic 
Zones. 

 

Changing Dynamics in India’s relations in the 
Middle East 

• Traditionally India has seen West Asia from the 
prism of 3 Nations: Saudi Arabia, Iran and 
Israel.  

• Saudi Arabia and Iran are the Arch rivals in West 
Asia's geopolitics. Also Israel has hostility 
against the Arab World.  

• India has to balance its relations with 3 major 
powers of West Asia, since it has stakes in all 3 
nations. 

• In the recent few years the dynamics of India 
West Asia relations have changed. Apart from 
these 3 major powers, India has expanded its 
relationships with other countries as well. India 
is heavily dependent on West Asia for its 
Domestic energy demands. 

• On the other hand, Israel is the strategic 
partner of India. Israel is a major defense 
partner. Also as far as science and technology is 
concerned, Israel has expertise in Agricultural 
technologies and Water Management 
technologies.  

• India has always adopted a dehyphenation 
policy while dealing with Israel and the Arab 
world.  

 

India's participation in multilateral military 
exercise 

• Recently Indian Air Force chief, Air Chief 
Marshal R.K. Bhadauria, visited Israel to assess 
the situation after the Abraham Accord.  

• The main aim was to check how an agreement 
between Israel and the Arab World is 
benefitting India.  

• According to reports, an Indian contingent of 
the Indian Air Force (IAF) will now visit Israel in 
October to take part in multilateral military 
exercises. 

• At the time, Indian Air force chief's visit to 
Israel, India also conducted the ‘Zayed Talwar’ 
naval exercises with the UAE off the coast of 
Abu Dhabi, which further deepened the 
developing strategic cooperation between the 
two countries.  

• In December 2020, the Indian Army chief visited 
UAE and Saudi Arabia for the first time. 

• In the year 2017, India and Oman signed an 
agreement on Strategic Duqm port. According 
to the agreement India got access to the 
strategic port. This will help India in keeping a 
check on China's moves in the Indian ocean 
region. 

 

Repercussions on India's relations with Iran 
• Iran is a very significant partner of India. On the 

backdrop of Taliban’s capture of Afghanistan, 
India- Iran relations are very significant.  

• India used Iranian airspace and facilities when 
evacuating its diplomatic staff from Kandahar in 
July showcases a level of strategic commonality, 
interest and play on certain issues in the 
region.  

• Also India's developmental projects are at 
stake, with the resurgence of Taliban. Chabahar 
Port and Chabahar-Zahedan rail project is very 
strategic for India's connectivity outreach. Both 
India and Iran are important stakeholders in 
these projects. 

• Recent multiple visits by India’s External Affairs 
Minister S. Jaishankar, and Defence Minister 
Rajnath Singh followed by Iranian Defence 
Minister Brigadier General Amir Hatami’s visit 
to India highlight a revitalised strategic 
cooperation between the two countries 

• In spite of multiple obstacles in the bilateral 
relations, led by U.S. sanctions against Tehran 
and the general tensions between Israel, the 
Gulf and Iran via proxy battles in theatres such 
as Yemen, Syria and beyond, India-Iran 
relationship will remain important. 

Mould your thought: 
• Israeli foray into the Gulf has the potential to disrupt the existing politico-economic architecture India has 

carefully built with the GCC states. Evaluate. 
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Approach to the answer: 
• Introduction  
• Discuss the Abraham Accords  
• Highlight the relations of India with Israel and Arab World in brief 
• Discuss the changing dynamics of these relations 
• Discuss how the Abraham Accords affect India-Iran relations 
• Conclusion 

 

4. GOVERNANCE 
 

4.1 CIC Criticizes Government's Denial of Details on Oxygen Panel  
 

Manifest pedagogy: The Central Information Commission (CIC) has slammed the Centre’s blanket denial of 

information related to a committee overseeing medical oxygen supplies during the pandemic, saying its rationale 

was “farfetched” and “unjustified”. In its order on Saturday, Information Commissioner Vanaja Sarna directed the 

Centre to respond to the Right to Information (RTI) request within ten days. 

 

In news: CIC slams Centre’s denial of information on medical oxygen committee 

 

Dimensions: 

What is the issue ?   Sec (8) : National Security Clause  

CIC ruling     What is Section (8) ?  

Importance of these Exceptions  Problems with them  

Suggestions 

 

Content: 

 

What is the issue? 
• The RTI request filed by activist and freelance 

journalist Saurav Das in April 2021 sought 
information on a nine member Empowered 
Group set up a year earlier under the 
Chairmanship of the Secretary, Department for 
Promotion of Industry and Internal Trade.  

• When the first wave of the pandemic began, it 
was responsible for coordinating the supply of 
PPE kits, RT-PCR test kits, N-95 masks and 
gloves.  

• It subsequently became responsible for the 
supply of medical oxygen as well. Mr. Das 
requested information on the dates, agenda 
and minutes of the committee’s meetings till 
date, and presentations made to the 
committee. 

 

Sec (8): National Security Clause: 
• The Centre denied the request, citing the 

section 8 of the RTI Act. 
 

The Central Public Information Officer (CPIO) 
argued that: 

• The Empowered Group was set up in a time of 
crisis to cut across the several arms of the 
government, ensure that bureaucratic hassles 
did not impede decision making, and brought 
together government and private entities, both 
domestic and foreign.  

• These proposals and deliberations contain 
highly sensitive information regarding 
technologies, strategies and processes to be 
adopted, regarding the commercial and costing 
aspects of different industries and 
commodities.  

• The public disclosure of this information could 
greatly impede the scientific, strategic and 
economic interests of the state 

• It could also irreparably harm the competitive 
position of government and private entities 

• Given that the committee’s discussions were 
deliberated at the highest level, it must be 
protected from disclosure given the larger 
intent to protect national security 
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CIC ruling:  
• The CIC dismissed the Centre’s defence, saying 

that the citing of exemption on the grounds of 
Cabinet discussions “appears to be an 
afterthought which seems farfetched also”.  

• The exemption cited related to national security 
was “also not justified”, it said.  

• With regard to commercial confidence and 
intellectual property rights, the CIC said a 
blanket denial of all requested information was 
unjustified. 

• It directed the Centre to respond to the Right to 
Information (RTI) request within ten days. 

 

Exemptions under RTI Act  are as follows: 
• Information disclosure of which hampers the 

sovereignty and integrity of India, the security 
etc. (section 8) 

• Information which involves infringement of 
copyright subsisting in a person other than the 
State (section 9). 

• The intelligence and security organization or 
any information furnished by such organization 
to Government (section 24).   

 

What is Section (8)?  
• Section (8) of the RTI Act enlists some special 

instances when the authorities are exempted 
from disclosing information sought for. 

• Section 8 is important under the Right to  
• Information Act 2005 as it specifies grounds 

under which the information can be exempted 
from disclosure. 

• Sec 8(2) states that an official will have to 
disclose information requested, 
notwithstanding that an exemption provision or 
the Official Secrets Act applies if the disclosure 
in the public interest outweighs the threats that 
may exist.  

 

Exemption from disclosure of information 
includes: 

• Information which is prejudicial to the 
sovereignty and integrity of India, the security, 
strategic, scientific or economic interests of the 
State, relation with foreign State or lead to 
incitement of an offence; 

• Information which has been expressly forbidden 
to be published by any court of law or tribunal 
or the disclosure of which may constitute 
contempt of court; 

• Information whose disclosure would cause a 
breach of privilege of Parliament or the State 
Legislature; 

• Information including commercial confidence, 
trade secrets or intellectual property, the 
disclosure of which would harm the competitive 
position of a third party 

• Information available to a person in his fiduciary 
relationship, unless the competent authority is 
satisfied that the larger public interest warrants 
the disclosure of such information; 

• Information received in confidence from foreign 
government; 

• Information which would endanger the life or 
physical safety of any person or identify the 
source of information or assistance given in 
confidence for law enforcement or security 
purposes; 

• Information which would impede the process of 
investigation or apprehension or prosecution of 
offenders; 

• Cabinet papers including records of 
deliberations of the Council of Ministers, 
Secretaries and other officers: Provided that the 
decisions of Council of Ministers, the reasons 
thereof, and the material on the basis of which 
the decisions were taken shall be made public 
after the decision has been taken, and the 
matter is complete, or over:  

• Information which relates to personal 
information the disclosure of which has not 
relationship to any public activity or interest, or 
which would cause unwarranted invasion of the 
privacy of the individual   

 

Importance of these Exceptions: 
• There are situations when the information 

sought cannot be provided by the public 
authority. 

• There are many situations in which the 
information held by the public authority can’t 
be disclosed because of sensitiveness and 
secrecy of information which if disclosed would 
hamper the sovereignty and dignity of the 
country.  

• Citizens of India have a right to know about the 
affairs of the government but these rights are 
not absolute and it can be restricted in 
exceptional circumstances. 

• These restrictions should not transcend the 
restrictions prescribed in Article 19 (2) of the 
Constitution that places limitations on the 
liberty of Speech and expression 

• Transparency is a powerful safeguard against 
political and administrative aberrations but 
totalitarian transparency can lead to 
inefficiency in the Government.  
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• Not all the information that the Government 
generate will or should be given to the public; 
there is always some information which are 
very sensitive which should be kept secret so 
that no harm can be caused 

• Endeavour of the RTI Act is to 
harmonize conflicting public and private 
interests. RTI Act, thus includes these 
exceptions as safeguard against harassment of 
honest public officials or to obstruct the 
functioning of a public authority. 

 

Ensuring National Security/Sovereignty:  

• Referring to the explanation above, there are 
some pieces of information that are related to 
the country’s national security which would 
have the potential to be the reason for harm if 
they are released to the public.  

• For example, secrets and information related to 
a conflict, detailing particulars about the troops, 
the strategy, the resource will count as 
information protected under this section.  

• However, to use this provision to keep a 
contract with a country or company detailing 
the purchase of a fighter jet secret will not be 
appropriate.  

• This will count as commercial information and 
can be released to the public to keep in check 
the process of procurement, reducing the risk 
of corruption. It cannot be held on the ground 
of ‘defence’.  

 

 

Protecting National Economic Interests:  

• Information about exchange rates, currency, 
interest rates, the regulation of banking, taxes, 
proposals for expenditure or borrowing, could, 
in a few cases, be a threat to the national 
economy.  

• However, economic and financial information at 
the lower level, like budget allocated to 
departments and contracts cannot be withheld.  

Maintaining Cordial Relations with the Foreign 

States:  

• The relationship between countries can often 
be sensitive, such that candid assessments and 
analysis of behavior of other countries and 
policies could easily offend and in so doing, 
damage  own international interests of India 

• However, using this provision to withhold 
political deals in the name of relations cannot 
be used to justify non-disclosure.  

 

Aiding Law Enforcement and the Judicial Process:  

• During an investigation, information such as the 
witness’ identities or case being put together 
against a suspect needs to be protected.  

• The case could be jeopardized if released. 
Information such as the discussion between 
Attorney-Client needs to be kept private, 
wherein, the Attorney is the Attorney-General 
and the Client is India.  

 

Cabinet and Other Decision-Making Documents:  

• Papers relating to discussions and deliberations 
of cabinet meetings are excluded but after the 
decision are made; it must be followed by a 
release of the documents responsible for such a 
decision and the reasons behind the decisions 
itself.  

• During the process, a level of confidentiality 
needs to be maintained but once made; the 
public has the right to access relevant 
information. 

 

Protecting Trade Secrets and Commercial 

Confidentiality:  

• Information with private companies must be 
accessible to the general public, for example, if 
it is related to the public service or is necessary 
for the exercise or protection of a right.  

• But, harm should not be caused to the 
company’s commercial interests.  

 

Ensuring Individual Safety:  

• Information that puts a specific person’s safety 
or liberty at risk should not be disclosed.  

• For example, the person who ‘blows the 
whistle’ on corruption in an organization should 
be protected because he may be discriminated 
against or face violence.  
 

Safeguarding Personal Privacy:  

• Individual information is kept with the 
government. The Right to Privacy requires the 
government to withhold private information 
unless there exists an overriding need to 
disclose it.  

• However, officials must not use this provision to 
secure their own conduct from public scrutiny.  

 

Preventing frivolous or vexatious requests: 

• Certain instances have been  noted where the 
RTI requests were patently frivolous or 
vexatious (or mala fide). 
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• There are also cases in which public servants 
under a cloud and facing grave disciplinary 
charges have repeatedly attempted to use the 
Act to intimidate, harass or at times even 
humiliate seniors with requests that have been 
vexatious. 

•  If safeguards are not provided in such 
situations, there could be three dangers.  

• First, such frivolous or vexatious requests may 
overwhelm the system and defeat the very 
purpose of the Act.  

• Second, the even tenor of the administration 
may be paralysed, seriously undermining 
delivery of services.  

• Third, if public servants facing serious charges 
successfully resort to such tactics directly or 
through proxies it may lead to breakdown of 
discipline, insubordination and disharmony in 
public institutions 

 

Problems with them: 
• Although exemptions have the capacity to serve 

a function for public welfare, cases have 
illustrated that these provisions are mostly 
abused by officials to keep information 
regarding them hidden from the public.  

• There have been instances where information 
was withheld because it embarrasses the 
government, or in fear of the public holding 
them accountable for their actions. 

• The Commission also observed that frequent 
reference to ‘missing files’ as an excuse to deny 
the information is a major threat to 
transparency, accountability and also major 
reason for violation of Right to Information Act, 
2005 

 
Suggestions: 
In its First Report, the 2nd Administrative Reform 

Commission (ARC) recommended the following: 

Rationalising Security Classification Hierarchy: 

• The GOI should amend the Manual of 
Departmental Security Instructions for 
identifying Information Deserving Classification. 

• The hierarchy of security classification needs to 
be rationalised, reflecting the scheme of 
exemptions under the Act and emerging 
challenges 

• Each Ministry/Department should identify the 
information which deserves to be given a 
security classification. 

• Ordinarily, only such information should be 
given a security classification which would 

qualify for exemption from disclosure under the 
Right to Information Act, 2005.  

 
Fixing Level of Seniority for Classifying Documents: 

• Only officers of sufficient seniority should be 
empowered to classify documents that are vital 
in the larger national interest, and should be 
handled with great caution as any security 
classification denies access of information to 
public 

• Officer Authorised to Accord the Grading:  
○ Top Secret   -   Not below Joint 

Secretary;  
○ Secret    -    Not below Deputy 

Secretary; 
○ Confidential  -    Not below Under 

Secretary. 
• The State Governments may authorise officers 

of equivalent rank to accord the grading 
 

Time-bound Upgrading and Downgrading 

Documents:  

• Documents once classified as “Top Secret” or 
“Secret”, should remain so classified as long as 
required but not exceeding 30 years.  

• Documents classified as confidential and 
restricted should remain so for a period not 
exceeding 10 years.  

• Those which do not merit classification should 
then be declassified and kept in the public 
domain 
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Mould your thought: 
• Why are exemptions provided in the RTI Act 2005? Discuss the issues involved in these exemption 

provisions.  
 
Approach to the answer: 
• Introduction  
• Mention the exemptions as per Sec 8, 9 and 24 
• Discuss the reasons for such exemptions  
• Discuss the problems involved in these exemptions 
• Suggest measures to correct them (ARC recommendations) 
• Conclusion 

 

4.2 Co-operatives and the Federalism 
 

Manifest pedagogy: The 97th Constitutional Amendment was a major step towards infusing autonomy, 

democratic functioning and professional management. The recent Supreme Court verdict holding the amendment 

unconstitutional to the extent it applied to cooperative societies under the control of the States is a reminder that 

even well-intentioned efforts towards reforms cannot be at the cost of the quasi-federal principles underlying the 

Constitution.  

 

In news: Limits of cooperation: On reforms in cooperative sector 

 

Dimensions: 

State Co-operatives and multi-state Co-operatives  History of legislation on Co-operatives 

97th CAA       Centre's control over Co-operatives 

Federal issues in legislating on Co-operatives  Best way forward 

 

Content: 

State Co-operatives and multi-state Co-operatives: 

• Most of the cooperatives in India have 
members from one particular state. These are 
known as State Co-operatives. 

• These cooperative societies are governed by 
laws in their respective states, with a 
Cooperation Commissioner and the Registrar of 
Societies as their governing office.  

• A multi-state co-operative is the one having its 
members in more than one state.  

• An act to regulate such multi-state cooperatives 
was passed in 2002 by the title of Multi-State 
Cooperative Society Act, 2002. It is regulated 
by the Central Registrar of Cooperative 
Societies office. 

• These are mostly banks, dairies and sugar mills 
whose area of operation spreads across states. 
The Central Registrar of Societies is their 
controlling authority, but on the ground the 
State Registrar takes actions on his behalf. 

What is a Cooperative? 

A co-operative is an autonomous association of 

persons united voluntarily to meet their common 

economic, social and cultural beads and aspirations 

through a jointly-owned and democratically-controlled 

enterprise 

 

They are based on the values of self-help, self-

responsibility, democracy, equality, equity and 

solidarity. 

Pre-independence: 

• The term cooperative Societies came into 
existence when the farmers of Poona and 
Ahmednagar spearheaded an agitation against 
the money lenders who were charging 
exorbitant rates of interest.  

• Hence, British government came forward and 
passed three acts- the Deccan Agriculture Relief 
Act (1879), the Land Improvement Loan Act 
(1883) and the Agriculturists Loan Act (1884). 
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• However, The Cooperative Movement in India 
was formally introduced with the promulgation 
of Cooperative Societies Act in 1904.  

• Even before formal cooperative structures 
came into being through the passing of a law, 
the practice of the concept of cooperation and 
cooperative activities were prevalent in several 
parts of India. Some of them were named as 
Devarai or Vanarai, Chit Funds, Kuries, Bhishies, 
Phads. 

• In 1919, cooperation became a provincial 
subject and the provinces were authorised to 
make their own cooperative laws under the 
Montague-Chelmsford Reforms.  

• This categorization carried on to the 
Government of India Act, 1935.  

• In 1942, the Government of British India 
enacted the Multi-Unit Cooperative Societies 
Act to cover Cooperative Societies with 
membership from more than one province. 

 

Post-Independence: 

• In post-Independent India, in 1958, the National 
Development Council (NDC) had recommended 
a national policy on cooperatives and also for 
training personnel and setting up cooperative 
marketing societies. 

• National Cooperative Development Corporation 
(NCDC), a statutory body, was set up under 
National Cooperative Development Corporation 
Act, 1962. 

• In 1984, Parliament enacted the multi-state 
cooperative societies Act to remove the 
plethora of laws governing the same types of 
societies. 

• In 2002, the government announced a National 
Policy on Cooperatives to support the 
promotion and development of cooperatives. It 
is also aimed at reducing regional imbalances 
and strengthening cooperative education, 
training and human resource development. 

 

97th CAA: 
• The 97th Constitutional Amendment came into 

effect from February 15 2012, and brought 
about many changes to the legal regime of 
cooperative societies.  

• The amendment added “cooperative societies” 
to the protected forms of association under 
Article 19(1)(c), elevating it to a fundamental 
right.  

• It added Article 43B in the Directive Principles 
of State Policy (Part IV) regarding the 
“promotion of cooperative societies”. 

• It also inserted Part IXB in the Constitution 
which laid down the terms by which 
cooperative societies would be governed, in 
more granular detail 

• Part IXB delineated the contours of what State 
legislation on cooperative societies ought to 
contain, such as 

○ Provisions on the maximum number of 
directors in each society, 

○ Reservation for seats for SCs, or STs, and 
women, 

○ Besides, the duration of the terms of 
elected members, among others. 

  

Supreme Court strikes down part of 97th CAA 
• The Parliament had passed the 97th 

Amendment without sending it to the states for 
ratification by at least half the state legislatures. 

• Since co-operative societies were part of the 
State List of the Constitution, the 97th 
Amendment violated the basic structure of the 
Constitution. 

• The Supreme Court, by a 2:1 majority, upheld 
the judgment holding the amendment invalid, 
but only in relation to cooperatives under the 
States (struck down part IX B of the Constitution 
related to cooperative societies) 

• The elaborate amendment would hold good for 
multi-State cooperative societies, on which 
Parliament was competent to enact laws.  

 

Centre's control over Co-operatives: 
• Union government has been acquiring 

incrementally greater control of cooperative 
societies over the years.  

• Cooperative banks have been brought under 
the purview of the Reserve Bank of India.  

• The political intent of the Union Government 
for more active involvement in the cooperative 
sector is also apparent from the recently 
established Union Ministry for Cooperation. 

 

Need for Centre’s Control: 

• Pan-India Spread: Various studies conducted by 
institutions like Vaikunt Mehta Institute of 
Cooperative Management have shown the 
cooperative structure has managed to flourish 
and leave its mark only in a handful of states 
like Maharashtra, Gujarat, Karnataka etc.  

• Access to Funding: Over the years, the 
cooperative sector has witnessed drying out of 
funding.  Cooperative institutions get capital 
from the Centre, either as equity or as working 
capital, for which the state governments stand 
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guarantee. This formula had seen most of the 
funds coming to a few states such as 
Maharashtra, Gujarat, Karnataka 

• Changing Nature of Cooperatives: Cooperatives 
have changed as well. Most new registrations 
for co-operatives are not in the agriculture 
sector. They are now coming up in sectors like 
housing and labor. As market conditions are 
evolving, cooperatives in States such as Kerala 
have got into complex operations: running IT 
parks and medical colleges. More avenues for 
expansion, such as insurance, remain untapped 
and the regulatory regime must evolve in step 

 

Ramifications: 

• Dual control has led to a lot of irregularities in 
the functioning of the cooperative banks.  

• While the administrative control of the 
cooperatives are with the states, its banking 
functions are regulated by Reserve Bank of 
India under the Banking Regulation Act, 1949 
(as applicable to Cooperatives). 

• In June 2020, the Centre promulgated an 
ordinance to bring all urban cooperative banks 
and multi-state cooperative banks under the 
supervision of the RBI in order to protect the 
interest of depositors. 

• The Ordinance amended the Banking 
Regulation Act, 1949 as applicable to 
cooperative banks. However, it did not affect 
the existing powers of the state registrars of Co-
operative Societies under state co-operative 
laws. 

• Politicization and excessive role of the 
government chiefly arising out of the loopholes 
and restrictive provisions in the Cooperative 
Acts  

 

Federal issues in legislating on Co-operatives: 
• The Parliament had passed the 97th 

Amendment without sending it to the states for 
ratification by at least half the state legislatures. 

• Since co-operative societies were part of the 
State List of the Constitution, the 97th 
Amendment violated the basic structure of the 
Constitution. 

• The Gujarat High Court struck down the 
amendment in 2013 on the grounds that it had 
failed to comply with the requirements under 
Article 368(2) by virtue of not having been 
ratified by the States and had also given an 

additional finding that the 97th Amendment 
violated the basic structure of the Constitution. 

• The Supreme Court, by a 2:1 majority, upheld 
the judgment holding the amendment invalid, 
but only in relation to cooperatives under the 
States. 

• The elaborate amendment would hold good for 
multi-State cooperative societies, on which 
Parliament was competent to enact laws. 

• The judgment has reiterated that the 
Parliament cannot make laws on state subjects 
without shifting them to the Concurrent List or 
the Union List. Except in cases of national 
interest, under Article 249. 

• The court reasoned that even well-intentioned 
efforts towards reforms cannot be at the cost 
of the quasi-federal principles underlying the 
Constitution. Permitting such an action would 
undermine the entire federal structure of the 
country. 

 

Best way forward: 
• The functioning of the Cooperative sector is 

hampered by political interference, lack of 
regular elections, etc. The cooperative 
movement certainly needs reform and 
revitalisation. 

• There is no denying that the scope for 
democratising the functioning of cooperative 
societies and enhancing their autonomy 
remains unchanged. 

• It is vital that the RBI continue to be able to 
treat cooperative banks as fully regulated 
participants in the financial sector. 

• Otherwise, they have the power to create 
systemic crises, given that their poor 
governance builds up many bad loans and that 
they are chronically under-capitalized. It is also 
necessary for consumer protection. 

• However, the cooperative sector has always 
been in the domain of the States or provinces. 
The organising principles and mechanism of 
these cooperatives differ from area to area and 
depend on the industry or crop which forms the 
fulcrum of the cooperative.  

• Homogeneity in this area would result in the 
creation of round holes in which square pegs no 
longer fit.  

• They also would not really serve to break the 
control some political interests have taken over 
cooperatives.  

 

Mould your thought: 
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• What are the federal issues involved in regulation of cooperatives in India? Should the Union government 
control them entirely? Give reasons for your answer. 

 

Approach to the answer: 
• Introduction  
• Discuss the 97th CAA and  Supreme Court Judgement  
• Discuss the present structure of cooperative regulation 
• Discuss the need for Centre’s control over cooperatives 
• Discuss the ramifications of Centre’s control 
• Briefly suggest a way forward 
• Conclusion 

 

4.3 SC Judges Appointment 
 

Manifest pedagogy: Chief Justice of India N.V. Ramana recently read out the oath of allegiance to the 
Constitution to nine new judges of the Supreme Court, reducing the vacancies in the top court to just one. The 
occasion was historic on several fronts. It was the first time as many as nine judges were sworn in to the Supreme 
Court in a single stroke. Three of them were women judges. Again, it was the first time the Supreme Court 
allowed a live telecast of the ceremony. In this context let us know the issues in the judicial appointment process. 

 

In news: Nine new Supreme Court judges take oath  

 
Dimensions: 
Independence of judiciary as basic structure of Constitution  Interference of executive in judiciary 
Evolution of collegium system     NJAC and its quashing 

 
Content: 
Independence of judiciary as basic structure of 
Constitution 

• In the Constitution of India, three wings of 
Government are embodied, and each of these 
three wings of government has to work 
independently though they are interrelated 
with each other.  

• The purpose of justice is deeply embalmed in 
the Preamble of the Constitution. 

• The quality of justice indeed depends upon the 
independence enjoyed by the judiciary. The 
court must be allowed to perform its function in 
an atmosphere of independence and it should 
be free from all kinds of political pressures.  

• Therefore, the founding fathers of the 
Constitution added a provision in Part-IV of the 
Constitution which directs the State to make all-
out efforts to keep the judiciary out of politics. 

• This directive notifies the government for the 
future since the independence of the judiciary 
means the independence of the judges also. 

• Independent judiciary is a branch of the 
principle of separation of powers for 
cooperation as well as coordination, in 
particular amongst and between the part of the 
Government. 

 

In 2020, a two-Judge Bench of the Karnataka High 
Court comprising Chief Justice Abhay Shreeniwas 
Oka and Justice Ashok S. Kinagi quashed a private 
complaint against a Judicial Officer, upholding the 
Independence of Judiciary as part of the basic 
structure of the Constitution.  
 
The concept of Independence of Judiciary per se 
comes within the ambit of the basic structure of the 
Constitution. Thus it is beyond the scope of any 
amendability and hence the concept of 
Independence of judiciary will always be enshrined in 
the Indian constitution. 

 
Independence of Appointments  

• The independence of the judiciary is the 
distinctive feature of the democratic 
government. The independence of the judicial 
system starts from the appointment of judges. 

• Article 124 of the constitution dealt with the 
appointment of Judges to the Apex Court 
and  Article 217 dealt with the appointment of 
Judges to High Courts. 

•  Articles 124 to 147 in Chapter IV of Part V 
under the title Union Judiciary deals with the 
establishment and composition of Apex Court, 



 

   52             www.journalsofindia.com                     August 2021 
 
 
 

the appointment of judges and their 
powers,  jurisdiction, rights and service 
conditions, etc.,  

• Article 214 to 231 in Chapter V of the Part VI 
under the title The High court’s in the states 
dealt with the composition of High Court, 
jurisdiction, the appointment and service 
conditions of a Judges of a High Court,  powers, 
rights, service conditions, which also includes 
transfer from one High Court to another High 
court, etc.  

• The power to appoint a judge to the Supreme 
Court or a High Court is entrusted to the 
President. 
 

Types of Independences of Judiciary:  
• Decisional or Functional independence means 

the independence of judges to come up with 
their decisions without submitting to any 
coercion; 

• Personal independence means the judges are 
not dependent on the elective government in 
any way in which may affect them in deciding 
specific cases; 

• Collective independence means financial 
independence and institutional administration 
of the judicial system as a whole in respect to 
other divisions of the government that is the 
executive and the legislative; and 

• Internal independence means the 
independence of judges from the superiors in 
the judicial system and associates. It refers to, 
specifically, the independence of a judge or 
judicial officials from any kind of indication, 
order, or pressure from his superiors and 
associates in deciding cases. 

 
Major Provisions: 
• Security of Tenure: Once appointed, the judges 

cannot be removed from the office except by an 
order of the President and that too on the 
ground of proven misbehavior and incapacity 
(Articles 124 and 217). 

• Salary as Expenses Charged: The salaries and 
allowances of the judges are fixed and are not 
subject to a vote of the legislature. 

• Powers and Jurisdiction of Supreme Court: 
Parliament can only add to the powers and 
jurisdiction of the Supreme Court but cannot 
curtail them. 

• No discussion in the legislature of the state with 
respect to the conduct of any judge of the 
Supreme Court or of a High Court in the 
discharge of his duties. 

• Punishing Powers for Contempt: Both the 
Supreme Court and the High Court have the 
power to punish any person for their contempt.  

 
Interference of executive in judiciary: 

• There were instances where the executive tried 
to interfere in the judicial appointments. 

• In 1973, A.N.Ray was appointed as the Chief 
Justice of India. This violated the convention 
formed earlier since Justice A.N.Ray superseded 
three other Supreme Court judges senior to 
him. 

• Again in 1977, another chief justice was 
appointed who superseded his seniors. 

• This resulted in a clash between the Executive 
and the Judiciary. 

• This led to the evolution of the collegium 
system 

 
Evolution of collegium system: 
The genesis of collegium system lie in the famous 
“three Judges Cases”, which are: 

• SP Gupta Vs Union of India – 1981 
• Supreme Court Advocates-on Record 

Association vs Union of India – 1993 
• Article 143 – Opinion of Supreme Court 

delivered in 1998 

 
Appointment of CJI 1950-1973 

• Until 1973, the President appointed the Chief 
Justice of India and remaining judges of the 
Supreme Court in consultation with the CJI and 
other judges as he deemed necessary, in 
accordance with the provisions of the 
constitution. 

• Until 1973, there existed a consensus between 
the Government of the day and the Chief 
Justice of India. 

• A convention was formed where the senior-
most judge of the Supreme Court was to be 
appointed as the Chief Justice of India. 

• In 1973, A.N.Ray was appointed as the Chief 
Justice of India. This violated the convention 
formed earlier since Justice A.N.Ray superseded 
three other Supreme Court judges senior to 
him. 

• Again in 1977, another chief justice was 
appointed who superseded his seniors. 

• This resulted in a clash between the Executive 
and the Judiciary. 
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First Judges Case, 1982 
• A petition was filed in 1982 in the Supreme 

Court of India which is known as the S.P.Gupta 
Case or First Judges case. 

• The Supreme Court discussed 2 major points 
during the proceedings of this case 

• When asked, whether the word “consultation” 
in the constitutional article 124 mean 
“concurrence”; the Supreme court overruled 
this and denied saying that Consultation does 
not mean concurrence. The President was not 
bound to make a decision based on the 
consultation of the Supreme Court. 

• The court said consultation under Article 124 
doesn’t mean concurrence (unanimity). Based 
on this judgement, the President is not bound 
by CJI’s advice. 

• Another important point in the discussion, in 
this case, was the part where the Supreme 
Court decided that a High Court Judge can be 
transferred to any other high court of a state 
even against his will. 

 
Second Judges Case, 1993 

• Another petition was filed in 1993 by the 
Supreme Court Advocates on Record 
Association (SCARA). 

• In this case, the Supreme court overruled its 
earlier verdict and changed the meaning of 
consultation to concurrence. Thus binding the 
President of India with the consultations of the 
Chief justice of India.  

• Further CJI is required to formulate its advice 
based on a collegium of judges consisting of CJI 
and two senior-most SC judges 

• This resulted in the birth of the Collegium 
System. 

 
Third Judges Case, 1998 

• In the year 1998, the presidential reference to 
the Supreme court was issued questioning the 
meaning of the word consultation in articles 
124, 217, and 222 of the Constitution. 

• The court expanded the collegium to a five-
member body to include the CJI and the four 
senior-most judges of the court after the CJI. 

• The chief justice won’t be the only one as a part 
of the consultation process. Consultation would 
include a collegium of 4 senior-most judges of 
the Supreme court. Even if 2 of the judges are 
against the opinion, the CJI will not recommend 
it to the government. 

 

The strengths of Collegium System include: 

• Maintains separation of power of the State:  It 
strengthens the principle of separation of 
powers  i.e. it separates the judiciary from the 
influence of the executive and legislative and 
thereby ensures impartial and independent 
functioning.  

• Avoids Conflict of Interest: The State is the main 
litigant in Indian Courts. About 46% of total 
cases pending in India pertains to the 
government. If the power to transfer the judges 
is given to the executive, then the fear of 
transfer would impede justice delivery.  

• Brings in Specialization: The executive organ is 
not a specialist or does not have the knowledge 
regarding the requirements of the 
Judge.  Therefore, it is better if the collegium 
system appoints Judges. 

• Stability in times of political vulnerability: The 
government handling the transfers and 
appointments is prone to nepotism. For 
example, there is ample evidence where the 
civil servants were transferred for political 
gains.  This scenario is avoided by the present 
collegium system. Further, the collegium system 
provides stability to the judges. 

 
Drawbacks of Collegium System: 
The critics of the collegium system list the 
following as it main drawbacks: 
• Power Asymmetry: It gives enormous power to 

judges that can be easily misused. The 
collegium system has made India, the only 
country where judges appoint judges. 

• Non-Accountability: The selection of judges by 
collegium is undemocratic. Since judges are not 
accountable to the people or representative of 
peoples i.e. executive or legislative. 

• Opaque System: There is no official procedure 
for selection or any written manual for 
functioning. This creates an ambiguity in the 
collegium’s functioning. There is no structured 
process to investigate if a judge who is 
recommended by the collegium has any conflict 
of interests. It is a closed door system of 
appointments having no transparency. 

• Disproportionate Representation: The collegium 
system prefers practising lawyers rather than 
appointing and promoting “judges of the 
subordinate judiciary,” which often comprises a 
diverse pool of candidates. As a result of this, 
the composition of the high court’s becomes, 
literally, an “old boys’ club” featuring largely 
male, upper-caste, former practising lawyers. 
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• Allegations of Nepotism: Collegium has been 
fraught with serious allegations of different 
types of alleged conflict of interest among the 
members of the collegium and the individuals 
they have selected to become judges of the 
High Courts and the Supreme Court. Sons and 
nephews of previous judges or senior lawyers 
tend to be popular choices for judicial 
roles.  Thus, it encourages mediocrity in the 
judiciary by excluding talented ones and breeds 
nepotism.   

 
NJAC and its quashing 

• In 2014, the Union government tried to replace 
the collegium system with the National Judicial 
Appointments Commission (NJAC). 

• National Judicial Appointments Commission 
(NJAC) was a proposed body which would have 
been responsible for the recruitment, 
appointment and transfer of judges and legal 
specialists in India.  

• The Commission was established by amending 
the Constitution of India through the ninety-
ninth constitution amendment with the 
Constitution (Ninety-Ninth Amendment) Act, 
2014. 

• Along with the Constitution Amendment Act, 
the National Judicial Appointments Commission 
Act, 2014, was also passed by the Parliament of 
India to regulate the functions of the National 
Judicial Appointments Commission. 

• A new article, Article 124A, (which provides for 
the composition of the NJAC) has been inserted 
into the Constitution. 

 
It stipulated that the NJAC would consist of – 

• Chief Justice of India 
• 2 senior most judges of Supreme Court 
• Union minister of law and justice 
• 2 eminent persons (nominated by CJI, Prime 

Minister, Leader of opposition in Lok Sabha) 
• A person would not be recommended by NJAC 

if any 2 of its members did not accept such 
recommendation, making the appointment 
process more broad-based.   

 
The Fourth Judges Case (2015) 

• The Collegium system was reaffirmed in 2015 
when the Supreme Court of India struck 
down  The National Judicial Appointments 
Commission Act, or ‘NJAC’ 

• The Court said that the Act violated the 
principle of judicial independence since political 
members of the proposed commission held 
voting power. 

• The Court held that the Act gave the 
government significant powers to appoint 
Judges. 

•  The Court held the Act encroached upon the 
judiciary’s independence and undermined the 
basic structure. 

• The court held that the appointment of judges, 
coupled with primacy of judiciary and the CJI, 
was part of the basic structure of the 
Constitution and that the parliament, through 
NJAC act, violated this basic structure. 

 

Mould your thought: 
• The collegium system must not see itself as being above the safeguards and measures for 

transparency, accountability and demographic representation that apply to India’s pillars of 
democracy. Evaluate. 

 
Approach to the answer: 
• Introduction  
• Introduction  
• Define Collegium System 
• Discuss its evolution briefly 
• Discuss the importance of collegium System 
• Discuss the drawbacks of the system  
• Conclusion 
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5. LAW & POLICY 
 

5.1 Section 66A of IT Act  
 

Manifest pedagogy: The Supreme Court  recently asked States to respond to a petition that citizens continue to 

get booked and prosecuted under Section 66A of the Information Technology Act for expressing themselves freely 

on social media. Section 66A was declared unconstitutional by the Supreme Court in a judgment in 2015. 

 

In news: SC asks States to respond to plea that says citizens are still being booked under Section 66A of IT Act 

 

Dimensions: 

What is the issue?    What is the section about? 

Brief Provisions of IT Act 2000 Ruling in Shreya Singhal Case  

Misuse of the Section   Remedies 

 

Content: 

What is the issue? 
• Section 66A was declared unconstitutional by 

the Supreme Court in Shreya Singhal judgment 
in 2015. 

• An NGO, People’s Union of Civil Liberties 
(PUCL) had drawn the Supreme Court’s 
attention to the fact that citizens continue to 
get booked and prosecuted under Section 66A 
of the Information Technology Act for 
expressing themselves freely on social media. 

• In its response, the Centre said the police and 
public order were “State subjects” under the 
Constitution. 

• The Supreme Court found it “distressing”, 
“shocking” and “terrible” that people were still 
booked and tried under Section 66A even six 
years after the Supreme Court struck down the 
provision as unconstitutional and a violation of 
free speech. 

• A Bench led by Justice Rohinton F. Nariman said 
State governments, which control the police 
force, had to answer for this violation of the 
Supreme Court judgment. 

• The Supreme Court said the judiciary could be 
reined in from wrongly charging under Section 
66A, but the cooperation of the States was 
necessary to put the brakes on the police from 
registering FIRs under Section 66A.  

• The court said it intended to pass a holistic 
order after hearing from the States.  

 

What is the section about ? 
The IT Act, 2000 was amended in 2008. This 

amendment introduced the controversial Section 66A 

into the Act. 

 

Section 66A was designed to define how criminal 

activity might be conducted by a person or persons on 

digital mediums.  It penalized a considerable portion of 

such action by laying out a broad definition.  

 

Any person who communicated the following with 

her/his computer or another digital device was 

subjected to a criminal activity under the Section 66A 

of the IT Act: 

• The content shared by the person was 
considered grossly offensive. 

• The content carried false information and was 
deliberately created for annoying, putting in 
danger, making it inconvenient for, insulting, 
injuring, criminally intimidating, obstructing, 
people or treating them with enmity, hatred, 
or ill will. 

• The content was created to create a deception 
about the source of the messages. 

 

Any person or persons found carrying out such 

activities were treated with criminal charges and could 

receive three years of imprisonment and a fine. 

 

Brief Provisions of IT Act 2000 
• The Information Technology Act, 2000 enacted 

by the Indian Parliament, is the primary law in 
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India for matters related to cybercrime and e-
commerce. 

• The act was enacted to give legal sanction to 
electronic commerce and electronic 
transactions, to enable e-governance, and also 
to prevent cybercrime. 

• Under this law, for any crime involving a 
computer or a network located in India, foreign 
nationals can also be charged. 

• The law prescribes penalties for various 
cybercrimes and fraud through 
digital/electronic format. 

• It also gives legal recognition to digital 
signatures. 

• The IT Act also amended certain provisions of 
the Indian Penal Code (IPC), the Banker’s Book 
Evidence Act, 1891, the Indian Evidence Act, 
1872 and the Reserve Bank of India Act, 1934 to 
modify these laws to make them compliant with 
new digital technologies.  

 

Ruling in Shreya Singhal Case  
• In the historic case Shreya Singhal v. Union of 

India,  the Supreme Court of India invalidated 
Section 66A of the Information Technology Act 
of 2000 in its entirety.   

• The Petitioners argued that Section 66A was 
unconstitutionally vague and its intended 
protection against annoyance, inconvenience, 
danger, obstruction, insult, injury, criminal 
intimidation, or ill-will were beyond the scope 
of permissible restrictions under Article 19(2) 
of the Indian Constitution.  

• The Court agreed that the prohibition against 
the dissemination of information by means of a 
computer resource or a communication device 
intended to cause annoyance, inconvenience 
or insult did not fall within any reasonable 
exceptions to the exercise of the right to 
freedom of expression.  

• It further found that because the provision 
failed to define terms, such as inconvenience or 
annoyance, “a very large amount of protected 
and innocent speech” could be curtailed and 
hence its sweep was overly broad and vague. 

Misuse of the Section  
• The ‘open-ended and unconstitutionally 

ambiguous’ definitions in Section 66A were 
often misused to quell genuine criticism and 
exercise of free speech on social media. 

• The invalid Section 66A is often invoked out of 
ignorance, but it serves as a tool of harassment 

• Section 66A of the IT Act has continued to be in 
use not only within police stations but also in 
cases before trial courts across India. 

• The Internet Freedom Foundation published a 
study in November 2018 on the continued use 
of the Section which found about 65 to 70 cases 
cumulatively in different legal databases and 
that fresh cases were being registered in police 
stations, investigated and thereafter, 
considered by lower Courts 

• According to PUCL, as on March 10, 2021, as 
many as a total of 745 cases are still pending 
and active before the Districts Courts in 11 
States, wherein accused persons are being 
prosecuted for offences under Section 66A of 
the IT Act 

 

In 2012, the Mumbai Police apprehended two girls, 

Shaheen Dhada and Rinu Srinivasan, for posting a 

lambasted remark in Facebook against the bandh 

imposed in the wake of Shiv Sena founder Bal 

Thackeray’s death. The girls were later released by 

the police but the apprehension of them was widely 

criticized across the country.   

 

Remedies: 
• Police officers who receive complaints and 

register them as First Information Reports must 
be made aware of the non-applicability of Sec 
66A 

• Police chiefs and the directorates of 
prosecution must proactively begin a process of 
conveying to the lower courts and investigators 
all important judgments and their effect on the 
practices relating to investigation, prosecution 
and the framing of charges from time to time. 

 

Mould your thought: 
• The invalid Section 66A of IT Act 2000 still serves as a tool of harassment. Critically evaluate. 
 
Approach to the answer: 
• Introduction  
• Discuss the rationale behind section 66A 
• Discuss the Shreya Singhal Case Judgement  
• Discuss the continued use of Sec 66A - PUCL Case / Supreme Court 
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• Discuss the potential reasons for it  
• Suggest some remedies to correct the situation  
• Conclusion 

 

5.2 Passport and Criminal Antecedent  
 

Manifest pedagogy: A recent circular issued by the police in Kashmir has asked field intelligence units to look into 

the past record of involvement in stone-pelting incidents and other street protests whenever someone applies for 

a passport or a government job. Security clearance can be denied to applicants if the police find evidence of any 

criminal activity in their records. The development brings to the fore the circumstances in which applicants can be 

refused a passport or a government job based on their antecedents. 

 

In news: Jammu and Kashmir to deny passport, jobs to residents with ‘adverse police report’ 

 

Dimensions: 

What is the issue about?  Brief Provisions of Passport Act 1967 

Grounds of denial   Can a criminal case be a ground for denial? 

Criticisms 

 

Content: 

What is the issue about? 

• Police verification and security clearances for 
passport or government job applicants are a 
matter of routine in most parts of the country.  

• A recent circular issued by the police in Kashmir 
has asked field intelligence units of CID to 
specifically look into the past record of 
involvement in law-and-order incidents and 
related crimes, and also to collect digital 
evidence from the records of police and security 
forces 

• It called for collecting digital evidence like the 
CCTV footage, photographs, videos, audio clips 
and quadcopter images available in the records 
of the police, security forces and agencies as 
references. “Any subject found involved in any 
such cases must be denied the security 
clearances.” 

• Security clearance can be denied to applicants if 
the police find evidence of any criminal activity 
in their records. 

• The circular suggests that the administration is 
quite serious about preventing those with a 
likely link to protests in the past from either 
entering government service or travelling 
abroad. 

• Top sources said the list of persons — including 
lawyers, journalists, politicians, civil society 
members — with “adverse background reports” 
is growing longer in the last one year.  

• Many mainstream leaders, even from the 
National Conference and the People’s 
Democratic Party, were denied passport and 
travel documents. 

 

Brief Provisions of Passport Act 1967: 
• The Indian Passports Act 1967 is an act of the 

Parliament of India "for the issue of passports 
and travel documents, to regulate the 
departure from India of citizens of India and for 
other persons and for matters incidental or 
ancillary thereto."  

• The Act applies to the whole of India extending 
to citizens of India living outside the country.  

• The Act replaced the Indian Passport Ordinance 
1967 and was enacted by Act 15 of 1967 with 
retrospective effect from 5 May 1967.  

• The act describes the procedures in getting an 
Indian passport, which replaced the British 
Indian passport and The Passport Act of 1920. 

• In conformity with Article 9 of the Indian 
Constitution, the Act does not allow dual 
citizenship.  

• Under Section 12 of the Act, a person must 
surrender his passport if he has acquired the 
citizenship of a foreign country. 

 

Grounds of denial: 

• Under Section 6(2) of the Indian Passports Act, 
1967, the passport authority can refuse to issue 
a passport for specific reasons such as: 
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○ The applicant being not a citizen of India; 
○ That the applicant may engage, outside 

India, in activities prejudicial to the 
country’s sovereignty and integrity, or  

○ That the applicant’s departure may be 
detrimental to the country’s security; or  

○ That the person’s presence abroad may 
prejudice India’s friendly relations with a 
foreign country. 
 

Can a criminal case be a ground for denial? 

• Refusal of passport may also be related to a 
person’s antecedents.  

• Conviction for any offence that involves “moral 
turpitude” with a sentence of not less than two 
years in the five preceding years would mean 
denial of passport.  

• It can also be refused if any proceedings are 
pending in a criminal court against the 
applicant; and if any arrest warrant or 
summons for appearance is pending.  

• There is a general power to deny a passport or 
travel document to anyone “if in the opinion of 
the Central government, it is not in public 
interest”. 

• Section 22 of the Act confers power on the 
Union government to exempt any person or 
class of persons from its provisions by way of 
notification.  

• On August 25, 1993, the Ministry of External 
Affairs issued a notification to provide relief to 

citizens against whom proceedings are pending 
before a criminal court.  

• Under this notification, they can be issued a 
passport or travel document if they produce an 
order from the court concerned permitting 
them to depart from India.  

• If the court specified a period in its order, they 
could be issued passports with validity for that 
period, or, if no period was specified, it could be 
given for one year. 

 

Criticisms: 
The fresh order is likely to leave hundreds of locals 

ineligible for passports and jobs in the Valley. Some of 

the criticisms are that: 

• Prejudicial in Nature: the exercise may not be 
out of the ordinary, but it could result in serious 
prejudice to the aspirations of many young men 
and women. 

• Counterproductive to present political efforts: 
In the backdrop of the Union government’s 
outreach to revive political activity preparatory 
to elections, such a far-reaching measure that 
would dampen the hopes and aspirations of 
thousands of people 

• Further alienation of youth: If the 
administration to pursue this circular zealously, 
there is a danger that it may revive the sort of 
alienation among the youth that led to the 
stone-pelting incidents in 2008 and 2010 

 

Mould your thought: 
• Discuss the ground in which a person may  be denied a passport in India. Evaluate the applicability of the 

recent circular issued by the police in Kashmir asking field intelligence units to specifically look into the 
past record of involvement in law-and-order incidents and related crimes for issuing passports. 

 
Approach to the answer: 
• Introduction  
• Discuss Section 6 (2) of Indian Passport Act 1967 
• Discuss the provisions of the circular 
• Discuss whether a criminal case be a ground for denial 
• Mention the criticism of the circular 
• Conclusion 

 

5.3 127th CA Bill 
 

Manifest pedagogy: Recently, the Constitution (127th Amendment) Bill, 2021 was passed in both Houses of the 

Parliament. The Bill in Parliament to clarify “some provisions in the 102nd Constitutional amendment Bill” to 

restore the power of the states to identify backward classes. 

 

In news:Lok Sabha clears Bill restoring States’ rights to specify OBC groups 
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Dimensions: 

Provisions in 127th CA Bill   Mandal Commission and aftermath 
SC judgment in Indra Sawhney case  Striking down of Maharashtra's SEBC Act of 2018 
Possible misuse of the CA by States 
 

Content: 

Provisions in 127th CA Bill: 

• The Constitution (127th) Amendment Bill, 2021 
seeks to clarify “some provisions in the 102nd 
Constitutional amendment Bill” to restore the 
power of the states and union territories to to 
prepare their own list of socially and 
educationally backward classes (SEBC). 

• The amendment was necessitated after the 
Supreme Court in its Maratha reservation 
ruling in May upheld the 102nd Constitutional 
Amendment Act but said the president, based 
on the recommendations of the National 
Commission for Backward Classes (NCBC), 
would determine which communities would be 
included on the state OBC list. 

 

Provisions of the bill: 

• The 127th CA bill amends clauses 1 and 2 of 
Article 342A and also introduces a new clause 3. 

• The amendment proposes to add clause (3) to 
Article 342A, which clarifies that states and 
union territories will have the power to identify 
and specify SEBCs for their own purposes and 
that such a list may differ from the Central list. 

• The bill will also amend Articles 366 (26c) and 
338B (9). 

• It is designed to clarify that the states can 
maintain the “state list” of OBCs as was the 

system before the Supreme Court judgment. 
• Articles 366 (26c) defines socially and 

educationally backward classes. 
• The “state list” will be completely taken out of 

the ambit of the President and will be notified 
by the state assembly. 

• The states will thus be able to directly notify 
SEBCs without having to refer to the National 
Commission for Backward Classes (NCBC). 

 

OBC Reservation: 
• According to the Constitution of India, Articles 

15(4), 15(5) and 16(4) confer power on a state 
to identify and declare the list of socially and 
educationally backward classes.  

• As a matter of practice, separate OBC lists are 
drawn up by the Centre and each state 
concerned. 

 
102nd Constitutional Amendment: 
• It inserted Articles 338B and Article 342A (with 

two clauses) after Article 342. 
• Article 338B deals with the structure, duties and 

powers of the National Commission for 
Backward Classes (NCBC). 

• Article 342A says that the President, in 
consultation with the governor, would specify 
the socially and educationally backward 
classes.   
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Mandal Commission and aftermath: 
• In 1979, the Janata Party government 

constituted the Second Backward Classes 
Commission – popularly known as the Mandal 
Commission after its chairman, the Bihar MP 
Bindheshwar Mandal – with the mandate to 
identify India’s socially or educationally 
backward classes. 

• At the time, India already had reservations for 
Dalits and Adivasis.  

• The Mandal Commission’s report, submitted in 
1980, called for giving reservation to the Other 
Backward Classes, a vast conglomeration of 
castes that broadly fit the “shudra” category of 
the caste system.  

• The Mandal report identified 52% of the 
population at that time as “Socially and 
Economically Backward Classes” (SEBCs) and 
recommended 27% reservation for SEBCs in 
addition to the previously existing 22.5% 
reservation for SC/STs. 

• Soon after the report was submitted, however, 
the Congress returned to power and it was put 
in cold storage. 

• It took a decade and another non-Congress 
government, this time led by VP Singh, to 
implement the Mandal Commission’s 
recommendations, sparking a storm of protests 
and a petition to the Supreme Court which 
came to be known as the Indra Sawhney case. 

 

SC judgment in Indra Sawhney case: 
The case came up before a nine-judge Bench of the 

Supreme Court and a 6:3 verdict was delivered in 1992. 

 

Key highlights of the verdict 

• It said that just as every power must be 
exercised reasonably and fairly, the power 
conferred by Clause (4) of Article 16 should also 
be exercised in a fair manner and within 
reasonable limit — and what is more 
reasonable than to say that reservation … shall 
not exceed 50% of the appointments or 
posts…?”  

• Citing Dr. B.R. Ambedkar’s opinion in the 
Constituent Assembly that reservation should 
be “confined to a minority of seats”, the Bench 
fixed the maximum permissible quota at 50%.  

• While committing to the constitutional position 
that reservations are not an ‘exception’ but a 
‘facet’ of equality, the majority in Indra 
Sawhney also invokes the idea of balancing the 
equality of opportunity of backward classes 
‘against’ the right to equality of everyone else.  

The landmark Indra Sawhney ruling set two important 

precedents. 

• First, the Court said that the criteria for a group 
to qualify for reservation are “social and 
educational backwardness”.  

• Additionally, the court also reiterated the 50% 
limit to vertical quotas it had set out in earlier 
judgements in 1963 (M R Balaji v State of 
Mysore) and in 1964 (Devadasan v Union of 
India), reasoning that it was needed to ensure 
“efficiency” in administration.  

• The court said this 50% limit will apply unless in 
“exceptional circumstances”. 

• While the social and educational backwardness 
criteria stemmed from interpretation of various 
constitutional provisions, the 50% limit is often 
criticised as being an arbitrary limit. 

• However, the bench did indicate that in 
exceptional circumstances, reservation could be 
extended. 

• The judgement also established the concept of 
qualitative exclusion, such as “creamy layer” 

• The creamy layer applies only to OBCs.The 
creamy layer criteria were introduced at Rs 1 
lakh in 1993 and revised to Rs 2.5 lakh in 2004, 
₹4.5 lakh in 2008 and ₹6 lakh in 2013, but now 
the ceiling has been raised to ₹8 lakh (in 
September 2017). 

 

Striking down of Maharashtra's SEBC Act of 2018: 
• The Maharashtra State Reservation for Socially 

and Educationally Backward Classes (SEBC) Act, 
2018, has had a rollercoaster ride till it was held 
to be unconstitutional by the Supreme Court in 
its 5 May judgment. 

• 2018 Maharashtra law gave 16% reservation to 
the Maratha community in jobs and admissions 
by terming them socially and educationally 
backward class in the state.  

• This law got past the scrutiny of the Bombay 
High Court in June 2019 but the quantum of 
reservation stood reduced to 12% in admissions 
and 13% in jobs. 

• With the introduction of this Act, the 
reservation benefits in the state exceeded 50 
per cent. 

 

Court’s Verdict: 

• The Bench unanimously upheld the 
constitutional validity of the 102nd Amendment 
but differed on the question whether it affected 
the power of states to identify socially and 
economically backward classes (SEBCs). 
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•  The court said that the 50% ceiling, although an 
arbitrary determination by the court in 1992, is 
now constitutionally recognised. Exceeding the 
ceiling limit above 50% without exceptional 
circumstances violates Article 14. 

• The bench held the view that final say with 
regard to inclusion or exclusion (or modification 
of lists) of SEBCs is firstly with the President, 
and thereafter, in case of modification or 
exclusion from the lists initially published, with 
the Parliament”. 

• They also said that while the identification of 
SEBCs will be done centrally, state governments 
retain power to determine the extent of 
reservation and make specific policy in the spirit 
of “cooperative federalism”. 

• The majority opinion of the court essentially 
says that the National Backward Classes 
Commission must publish a fresh list of SEBCs, 
both for states and the central list. 

 

Possible misuse of the CA by States: 
• By introducing the bill, the government 

essentially tried to reverse what it pulled off in 
2018. This bill ensures that the states get their 
decision-making powers back to maintain a 
'state list' of OBCs, which became null and void 
after the Supreme Court's interpretation of the 
2018 amendment. If this bill does not become 

an 'Act', then the state list gets abolished and 
hundreds of OBC communities may lose access 
to reservations in educational institutions and 
in appointments. 

• However, the Bill has political ramifications as 
restoring powers of the states to identify 
backward classes has been a demand by many 
regional parties and even the ruling party’s OBC 
leaders. 

• The BJP, and the Opposition parties, including 
the Congress, want to get support among the 
OBC communities in the poll-bound states, 
especially in the politically crucial Uttar 
Pradesh. 

• Notably, at least three Indian States- Haryana, 
Tamil Nadu, and Chhattisgarh- have introduced 
quotas that breach the total 50% ceiling. On the 
other hand, states like Gujarat, Rajasthan, 
Jharkhand, and Karnataka have asked the 
Supreme Court to hike the quota ceiling. 

• if the reservation goes above 50% limit it will be 
slippery slope and the political pressure will 
make it difficult to reduce the same. 

• To dilute the 50% benchmark further, would be 
to effectively destroy the guarantee of equality, 
especially the right not to be discriminated 
against on the grounds of caste (under Articles 
15 and 16). 

 

Mould your thought: 
• Critically evaluate the provisions of the 127th Constitution Amendment Bill 2021 
 
Approach to the answer: 
• Introduction  
• Discuss the need for the bill (SC judgement on Maratha Reservation) 
• Discuss the provisions of the bill 
• Discuss the advantages of this amendment 
• Discuss the scope for misuse 
• Conclusion 

 

5.4 Tribunals Reforms Bill 2021 
 

Manifest pedagogy: The Parliament has passed the Tribunals Reforms Bill 2021, which has provisions relating to 

the tenure, age criteria, and search-cum-selection committee for tribunal appointments. However, the new bill 

has once again tried to reintroduce similar provisions to the ones struck down by the Supreme Court earlier, 

giving rise to the possibility of a new challenge in the apex court. 

 

In news: Parliament passes Tribunals Reforms Bill, 2021 
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Dimensions: 

What are Tribunals and their need    Provisions of the Bill 

How does the Bill Contradict SC Judgement?  SC on the vacancy on Tribunals  

Suggestions 

 

Content: 

What are Tribunals and their need? 

• The definition of Tribunals cannot be found in 
any legislation but in numerous judgements, 
the judiciary has clarified that there is a clear 
distinction between tribunals and courts. 

• Tribunals are authorities that are quasi-judicial 
in natures that are set up especially by the act 
of parliament. 

• They are constituted with the objective of 
delivering speedy, inexpensive and 
decentralised adjudication of disputes in 
various matters. 

• They are created to avoid the regular courts’ 
route for dispensation of disputes. 

• They run in parallel to the courts and generally 
are less formal, less expensive and less time 
consuming. 

• In India, some tribunals are at the level of 
subordinate courts with appeals lying with the 
High Court, while some others are at the level 
of High Courts with appeals lying with the 
Supreme Court.   

• There are two main reasons for establishing 
tribunals: allowing for specialised subject 
knowledge for technical matters, and reducing 
the burden on the court system. 

 

Constitutional Provisions: 

• They were not originally a part of the 
Constitution. 

• The 42nd Amendment Act introduced these 
provisions in accordance with the 
recommendations of the Swaran Singh 
Committee. 

• The Amendment introduced Part XIV-A to the 
Constitution, which deals with ‘Tribunals’ and 
contains two articles: 

• Article 323A deals with  Administrative 
Tribunals. These are quasi-judicial institutions 
that resolve disputes related to the recruitment 
and service conditions of persons engaged in 
public service.  

• Article 323B deals with tribunals for other 
subjects such as Taxation, Industrial and labour, 
Foreign exchange, import and export, Land 
reforms, Food, Ceiling on urban property, 

Elections to Parliament and state legislatures, 
Rent and tenancy rights. 

 

Problems with Tribunals in India: 
• Huge unfulfilled Vacancy: Different qualification 

requirements for different tribunal lead to a 
high level of vacancy in the appellate tribunals. 
For example, In 13 tribunals alone, nearly 138 
posts lying vacant out of 352 posts. 

• Poor Adjudication & Delay in Judgement: The 
272nd Law Commission Report mentions the 
Tribunals such as Central Administrative 
Tribunals and others had a pendency of 2.5 
Lakh cases. Combined with the Vacancy they 
cannot determine the appeals. So the ordinance 
is necessary. 

• Lack of independence: An interim report titled, 
Reforming The Tribunals Framework in India 
mentioned that the tribunals are not 
independent. The Executive holds key positions 
in Tribunals and the government is the biggest 
litigant. So the cases might not be decided 
fairly. So, the ordinance by shifting the appeals 
to the Judiciary will enable fair trial. 

•  Non-uniformity across tribunals with respect to 
service conditions, tenure of members, varying 
nodal ministries in charge of different tribunals. 
This created and contributed to malfunctioning 
in the managing and administration of tribunals. 

• Ad-hoc regulation of Tribunals: The tribunals fall 
under various ministries subjects to frequent 
ad-hoc regulatory changes. By abolishing the 
appellate tribunals there won’t be any such 
possibility for ad-hoc regulations. 

• Bypassing the jurisdiction of the High Court in 
certain Tribunals: Few tribunals like NGT, 
NCLAT, CAT, etc have provisions allowing for 
direct appeals to the Supreme Court. Even 
though the Supreme court in the L. Chandra 
Kumar case criticised them for such practice. 
The Supreme Court held that it will create 
congestion in SC and also make the Justice 
costly and inaccessible.    

 

Provisions of the Bill: 
The Tribunals Reforms Bill, 2021 seeks to dissolve 

certain existing appellate bodies and transfer their 
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functions (such as adjudication of appeals) to other 

existing judicial bodies  

 
 
Amendments to the Finance Act, 2017:  

• The Finance Act, 2017 merged tribunals based 
on domain.  It also empowered the central 
government to notify rules on: (i) composition 
of search-cum-selection committees, (ii) 
qualifications of tribunal members, and (iii) 
their terms and conditions of service (such as 
their removal and salaries).   

• The Bill removes these provisions from the 
Finance Act, 2017.   

• Provisions on the composition of selection 
committees, and the term of office have been 
included in the Bill.   

• Qualification of members, and other terms and 
conditions of service will be notified by the 
central government.  

  

Search-cum-selection committees:  

The Chairperson and Members of the Tribunals will be 

appointed by the central government on the 

recommendation of a Search-cum-Selection 

Committee.  The Committee will consist of:  

i. the Chief Justice of India, or a Supreme Court Judge 

nominated by him, as the Chairperson (with 

casting vote),  

ii. two Secretaries nominated by the central 

government,  

iii. the sitting or outgoing Chairperson, or a retired 

Supreme Court Judge, or a retired Chief Justice of a 

High Court, and  

iv. The Secretary of the Ministry under which the 

Tribunal is constituted (with no voting right).   

  

State administrative tribunals will have separate 
search-cum-selection committees.  These 
Committees will consist of:  
i. the Chief Justice of the High Court of the 

concerned state, as the Chairman (with a casting 

vote)  

ii. the Chief Secretary of the state government and 

the Chairman of the Public Service Commission of 

the concerned state,  

iii. the sitting or outgoing Chairperson, or a retired 

High Court Judge, and  

iv. The Secretary or Principal Secretary of the state’s 

general administrative department (with no voting 

right).   

 

The central government must decide on the 

recommendations of selection committees preferably 

within three months from the date of the 

recommendation. 

  

Eligibility and term of office:  

• The Bill provides for a four-year term of office 
(subject to the upper age limit of 70 years for 
the Chairperson, and 67 years for members).   

• Further, it specifies a minimum age 
requirement of 50 years for appointment of a 
chairperson or a member.   

 

How does the Bill Contradict SC Judgement? 
The provisions of the bill are similar to certain 

provisions of the Tribunals Reforms (Rationalisation 

and Conditions of Service) Ordinance 2021, which were 

struck down by the Supreme Court last month. 

 

Comparison with Tribunals Rules 2017 and SC 

judgement  

• In March 2017, the Finance Act, 2017 
reorganised the tribunal system by merging 
tribunals based on functional similarity.  The 
total number of Tribunals was reduced from 26 
to 19.  
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•  It delegated powers to the central government 
to make Rules to provide for the qualifications, 
appointments, term of office, salaries and 
allowances, removal, and other conditions of 
service for chairpersons and members of these 
tribunals.  

• The Department of Revenue, in 2017, under 
Section 184 of the Finance Act, 2017 notified 
the “Tribunal, Appellate Tribunal and other 
Authorities Rules”, 2017. 

• These rules specified details of qualifications of 
the Tribunal members, their terms and 
conditions of service, and composition of the 
search-cum-selection committees. 

• The rules gave the Central Government wide-
ranging powers for appointment of members to 
19 Tribunals by amending 19 existing laws.  

• The qualifications of persons who may be 
appointed as the Chairperson and judicial 
member of the National Green Tribunal (NGT) 
was revised. 

• The membership of the Search-cum-Selection 
Committee for the post of Expert Members no 
longer contained the Chairperson of the NGT 
and a Sitting Judge of the Supreme Court, with 
the Chairperson of the Committee being a 
Government appointee. 

• The Rules made the Ministry of Environment 
and Forests (MoEF) responsible for conducting 
the inquiry with a written complaint against any 
member of the NGT and made a reference to a 
committee to conduct an inquiry. The rules 
were silent on the composition of such a 
committee on the basis of whose 
recommendations; the government may 
remove the member from the NGT. 

 

In November 2019, the Supreme Court struck down 

the 2017 Rules (Rojer Mathew Case).   

The Constitution Bench of the Supreme Court termed 

the rules as unconstitutional for being violative of 

principles of independence of the judiciary. 

 

The Court stated that the Rules did not meet the 

requirements laid down in earlier judgements 

mandating judicial independence in terms of:  

(i) composition of the Tribunals,  

(ii) the security of tenure of the Tribunal members, 

and  

(iii) Composition of the search-cum-selection 

committees. 

 

The Court directed the central government to 
reformulate the Rules.   
Key concerns that the Court wanted addressed 

include:  

(i) short tenures which prevent enhancement of 

adjudicatory experience, and thus impact the 

efficacy of Tribunals, and  

(ii) Lack of judicial dominance in selection 

committees which is in direct contravention of the 

doctrine of separation of powers. 

 

Comparison with Tribunal Rules 2020 

 

Firstly, Term of office for presiding officers and 

members violates principles laid down by the Supreme 

Court 

• The Bill and the earlier Ordinance specify that 
the term of office for the Chairperson and 
members will be four years.  

• On July 14, 2021, the Supreme Court struck 
down these provisions of the Ordinance.  

• The Court stated that specifying four years of 
term of office violates the principles of 
separation of powers, independence of 
judiciary, rule of law, and equality before law. 

• Over the years, the Supreme Court had stated 
that short tenure of members of a tribunal 
along with provisions of re-appointment 
increases the influence and control of the 
Executive over the judiciary.  

• It also discourages meritorious candidates 
from applying for such positions as they may 
not leave their well-established careers to serve 
as a member for a short period.  

• The Court has also noted that security of 
tenure and conditions of service (including 
adequate remuneration) are core components 
of independence of the judiciary.  

• The Supreme Court had stated that the term of 
office for the Chairperson and other members 
must be five years (subject to a maximum age 
limit of 70 years for the Chairperson and 67 
years for other members).  

 

Secondly, Minimum age requirement of 50 years for 

appointment as a member also violates earlier 

directions of the Supreme Court 

• The Bill and the Ordinance specify that a person 
must be at least 50 years old to be appointed as 
a member of a tribunal. 



 

   65             www.journalsofindia.com                     August 2021 
 
 
 

• This violates past Supreme Court judgements 
and was also struck down by the Court in July 
2021.  

• While reviewing the Ordinance in 2021, the 
Supreme Court reiterated earlier judgements 
which emphasised the recruitment of 
members at a young age.  

• In past judgements, the Supreme Court (2020) 
has stated that advocates with at least 10 years 
of relevant experience must be eligible to be 
appointed as judicial members, as that is the 
qualification required for a High Court judge.  

• A minimum age requirement of 50 years may 
prevent such persons from being appointed as 
tribunal members. 

 

SC on the vacancy on Tribunals  

• No new judicial appointments have been made 
to tribunals since 2017 when the government 
first framed rules for a uniform appointment 
procedure to these quasi-judicial bodies. 

• The Statement of Objects and Reasons of the 
2021 Bill states that data from the past three 
years shows that the presence of tribunals in 
certain sectors has not led to faster 
adjudication, and such tribunals add 
considerable cost to the exchequer.  

• It also states that these amendments would 
address the issue of shortage of support staff 
and infrastructure in such tribunals.   

• However, transferring functions of an appellate 
body to a High Court may lead to a further 
increase in the disposal time of cases as most 
High Courts already have high pendency.   

• The lack of human resources (such as 
inadequate number of judges) is observed to 
be one of the key reasons for accumulation of 
pending cases in courts. 

• The Standing Committee on Personnel, Public 
Grievances, Law and Justice (2015) had noted 
that several tribunals (such as Cyber Appellate 
Tribunal and Armed Forces Tribunal) have 
vacancies which makes them dysfunctional. 

• As of March 3, 2021, there were 23 posts 
vacant out of a total  34 sanctioned strength of 
judicial and administrative members in the 
Armed Forces Tribunal. 

• The Committee stated that NTC being a 
dedicated independent agency for providing 
resources (includes infrastructural, financial, 
and human resource) to tribunals would help in 
resolving such issues. 

• The Supreme Court (2019) considered the 
question whether amalgamation of tribunals 
could increase litigation, which in the absence 
of adequate infrastructure or budgetary grants, 
would overburden the judiciary.   

• It noted the absence of such judicial impact 
assessment, and directed the central 
government to undertake an exercise to assess 
requirements and make sufficient resources for 
each Tribunal.  

• Neither the Finance Act, 2017 which 
reorganised several Tribunals nor this Bill 
provide a Financial Memorandum that 
estimates the resources required as a result of 
their provisions. 

• This defeats the purpose with which these 
tribunals were set up, which was to help 
reduce the burden on High Courts.   

• Further, if there is an issue of shortage of 
administrative capacity at such tribunals, it may 
be questioned whether the capacity should be 
increased, or their case-load be shifted to other 
courts. 

 

Suggestions 

• SC has cautioned on the continuous creation of 
tribunals. So the Government has to stop 
creating new Tribunals and focus on bringing 
standardisation in Tribunals instead of 
abolishing them. 

• The government has to amend the provisions of 
Tribunals that left High Courts out of its 
Jurisdiction. 

• Adopting a methodology of a merger like the 
United Kingdom. The UK also suffered a similar 
problem to India with Tribunalisation. Further, 
both countries have similar administrative 
frameworks. This was highlighted by the 
Supreme Court in the NCLT Case. Further, the 
SC also mentions few significant 
recommendations.  

• The Leggatt Report of the UK is also applicable 
to the problem faced by Tribunals in India. India 
has to create a single tribunals service and 
nodal agency based on the Leggatt Report. The 
Supreme Court also recommended the 
establishment of a National Tribunals 
Commission as an independent body to 
overview the functioning of tribunals. 

• 74th Parliamentary Standing Committee Report 
on 2015 also mentioned a single nodal agency 
for monitoring Tribunals, Appellate Tribunals 
and Other Authorities 
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Mould your thought: 
• The provisions of the Tribunal Reforms Bill 2021 give rise to the possibility of a new tussle between the 

central government and the Supreme Court. Evaluate. 
 
Approach to the answer: 
• Introduction  
• Discuss the provisions of the tribunals Reform Bill 
• Briefly write about the history of tussle between SC and government on the matter (since 2017) 
• Discuss how the provisions of the new bill contradict Supreme Court directions 
• Give suggestions to avoid such situation  
• Conclusion 

 

5.5 Gujarat Freedom of Religion (Amendment) Act, 2021 (Gujarat Anti-
Conversion Law) 

 

Manifest pedagogy: The Gujarat High Court recently stayed key provisions of The Gujarat Freedom of Religion 

(Amendment) Act, 2021 pertaining to marriages involving religious conversion of either of the two parties. It said 

the “rigours” of the State’s amendments introduced earlier this year will not apply to marriages that do not 

involve any fraud, force or allurement. In this context, let us understand the judicial pronouncements related to 

interfaith marriages in India. 

 

In news: Faith and marriage: On anti-conversion laws 

 

Dimensions: 

Key provisions of the act         Issues with the law  

Supreme Court judgements on Inter religious marriages and conversions  High court pronouncement  

Brief on anti-conversion laws in other states 

 

Content: 

Key provisions of the act: 

• Gujarat Freedom of Religion(Amendment) Act, 
2021 amended the 2003 Gujarat Freedom of 
Religion Act. 

• It seeks to end conversion through unlawful 
means, specifically prohibiting any conversion 
for marriage, even if it is with the consent of the 
individual except when prior sanction is 
obtained from the state. 

• Amended Section 3 makes interfaith marriage 
as a criminal offence. 

• It proposes punishment of 3-10 years in jail for 
forcible or fraudulent religious conversions 
through marriage. 

• The law even allows distant family members to 
file a criminal complaint. 

• It shifts the burden of proof of a lawful 
religious conversion from the converted to 
his/her partner. 

• Under this Act, all offences are non-bailable, 
attracting a jail term of up to 10 years.  

• It also mandates prior permission from District 
Magistrate for conversion 

 

Issues with the law: 
The Gujarat Anti-Conversion Law is criticised for the 

following issues: 

• Vagueness: It defines “allurement” for religious 
conversion in vague, over-broad terms 

• Discrimination: It prescribes different jail terms 
based on gender 

• Intrusive: It also tests the limits to which the 
state can interfere in the personal affairs of 
individuals. The law interferes in an individual’s 
agency to marry a partner from a different faith 
and to choose to convert from one’s religion for 
that purpose. It legitimises the intrusion of 
family and the society at large to oppose inter-
faith marriages. 

• Violates FRs: It impinges upon fundamental 
rights of freedom to propagate one’s religion 
(Art.25) and the right to choose a partner (Art 
21) 
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• Disproportionate Powers to State: It gives 
disproportionate powers to the state to 
conduct a police inquiry to verify the intentions 
of the parties to convert for the purposes of 
marriage. 

 

Supreme Court judgements on Inter-religious 

marriages and conversions 

Stanislaus v. State of Madhya Pradesh, 1977 

• In this case, the Supreme Court of India 
considered the issue of whether the 
fundamental right to practise and propagate 
religion includes the right to convert. 

• It held that the right to propagate does not 
include the right to convert and therefore 
upheld the constitutional validity of the laws 
enacted by Madhya Pradesh and Odisha 
legislatures prohibiting conversion by force, 
fraud or allurement. 

• Referring to Article 25(1), Chief Justice Ray, 
writing for the Court, held: What the Article 
grants is not the right to convert another 
person to one's own religion, but to transmit or 
spread one's religion by an exposition of its 
tenets.  

 

Hadiya case (Shafin Jahan v. Asokan K.M), 2018 

• The Supreme Court observed that, Marital 
status is conferred through legislation or 
custom. The High Court was wrong in letting 
parental love and concern override the right of 
an adult to choose who she wishes to marry.  

• Moreover, the Constitution guarantees that the 
ability to take such decisions is a part of liberty 
and individual autonomy.  

• The right to marry a person of one’s choice is 
integral to Article 21.  

• Choice of a partner lies within the exclusive 
domain of an individual, and is a part of the 
core zone of privacy, which is inviolable.  

• Thus, the High Court was wrong in using its 
powers under Article 226 to annul Hadiya’s 
marriage with Shafin Jahan. 

 

Lata Singh vs State Of U.P. & Another  

• Lata Singh Case was a landmark case in which 
the Supreme Court provided unwavering 
support of a woman’s right to choice.  

• The court observed that in a free and 
democratic country like India, once a person 
becomes a major he or she can marry 
whosoever he/she likes. 

• Inter-caste marriages are in fact in the national 
interest as they will result in destroying the 
caste system.  

• The Supreme Court quashed the criminal 
proceedings against the petitioner’s husband 
and relative stating them to be falsely accused 
for the same. 

 

Salamat Ansari and Ors v. State of Uttar Pradesh, 

2020 

• The Allahabad High Court cancelled a case 
against a Muslim man (Salamat Ansari), filed by 
the parents of his wife (Priyanka Kharwar (now 
Alia)) who converted to Islam before marrying 
him. 

• The High Court declared that religious 
conversions, even when made solely for the 
purposes of marriage, constituted a valid 
exercise of a person’s liberties. 

• It ruled that the freedom to live with a person 
of one’s choice is intrinsic to the fundamental 
right to life and personal liberty. 

• The order thus recognised that Indian society 
rested on the foundations of individual dignity. 

• This means that a person’s freedom is not 
conditional on the caste, creed or religion that 
her partner might claim to profess. 

• By invoking the SC’s judgment in Puttaswamy 
case, the HC held that an individual’s ability to 
control vital aspects of her life inheres in her 
right to privacy. 

• This promise includes the preservation of 
decisional autonomy, on matters including of 
“personal intimacies, the sanctity of family life, 
marriage, procreation, the home, and sexual 
orientation”. 

• According to the HC, the Constitution is violated 
every time matters of intimate and personal 
choice are made vulnerable to the paternal 
whims of the state. 

 

High Court pronouncement:  
• A Division Bench of the Gujarat High Court 

comprising Chief Justice Vikram Nath and 
Justice Biren Vaishnav have granted an interim 
stay on certain provisions of the amendment 
that interfere with interfaith marriages. 

• the bench observed that it was necessary to 
"protect the parties solemnized in interfaith 
marriage from being unnecessarily harassed". 

• The division bench of Chief jJustice Vikram Nath 
and Justice Biren Vaishnav in the interim order 
granted stay on section-3, 4, 4-A, 4-C, 5, 6 and 
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6A of Gujarat Freedom of Religion (Amended) 
Act, 2021. 

 

The other provisions stayed include: 

• Section-3 of the old law prohibited forcible 
conversion. The court said it interferes with the 
intricacies of marriage including the right to the 
choice of an individual, thereby infringing 
Article 21 of the Constitution Of India 

• Section 6A that reverses the burden of proof on 
the partner of the converted spouse to prove 
that he/she did not coerce the other spouse;  

• Section 4, which allows the aggrieved person, 
their parents, brother, sister, or any other 
person related by blood or marriage or 
adoption to file an FIR challenging the 
conversion and subsequent marriage. 

• Sections-5 and 6 stipulate prior permissions of 
district collector in case of conversion and for 
prosecution. 

 

Brief on anti-conversion laws in other states 
• Uttar Pradesh, Madhya Pradesh and Himachal 

Pradesh too, have also enacted similar laws. 
• The key difference in the new laws is that they 

seek to criminalise conversions solely for the 
purpose of marriage. 

• All three laws declare such marriages as “null 
and void” and the penalising of conversions 
done without the prior approval of the state 

• They differ in the quantum of punishment 
prescribed, and in attributing the burden of 
proof that a conversion is lawful.   

 

 

Mould your thought: 
• In light of the recent Court judgements, critically evaluate the Gujarat Freedom of Religion (Amendment) 

Act, 2021 
 
Approach to the answer: 
• Introduction  
• Discuss the provisions of the Act 
• Discuss, briefly, SC judgements on Interfaith Marriages 
• Discuss the issues with the Gujarat Anti-Conversion Law 
• Discuss the order of Gujarat HC and its implications 
• Conclusion 

 

5.6 Creamy Layer  
 

Manifest pedagogy: The Supreme Court held that economic criterion cannot be the sole basis for deciding the 

creamy layer from among backward classes for the purpose of excluding it from the purview of providing 

reservation. This might prompt UPSC to ask questions related to the issue of reservation for OBCs and creamy 

layer concept.  

 

In news: SC quashes 2016 Haryana notification 

 

Dimensions: 

What is creamy layer?      Historical evolution of creamy layer  

Haryana government notification     Recent supreme court judgement  

Creamy Layer as defined by the Central Government Constitutional provisions for OBCs 

 

Content: 

 

What is creamy layer?  
• Creamy layer is a term used in Indian politics to 

refer to the relatively forward, economically 

stronger and better-educated members of the 
Other Backward Classes (OBCs), who are not 
eligible for government-sponsored educational 
and professional benefit programs.  
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• The term was introduced by the Sattanathan 
Commission in 1971, which directed that the 
“creamy layer” should be excluded from the 
reservations (quotas) of civil posts. 

• The term was made as a part of positive 
discrimination, in order to uplift the Backward 
Classes.  

• Other Backward class creamy layer is a category 
of OBC; people belonging under this are 
financially better off or wealthier. They are way 
better than the other people belonging to the 
OBC category. 

 

Historical evolution of creamy layer: 
• Originally, the sole basis of reservation was 

caste. 
• Income criteria was not specified for 

reservation for Dalits, Adivasis and Other 
Backward Classes (OBCs). 

• In the Constitution, OBCs are described as 
“socially and educationally backward classes“, 
and the government enjoined to end the social 
and educational disparity among the classes. 

• The First Backward Commission to investigate 
the possibility and details of providing 
reservations to OBCs was set up in 1953. 

• Under Art 340, the Kaka Kalelkar Commission 
was appointed to identify the OBCs. It 
submitted the report in 1955 but the report was 
not implemented 

• Several states set up Backward Class 
Commissions, and provided reservations in 
public services and employment 

 

Sattanathan Commission, 1971 

• The first Backward Classes Commission in Tamil 
Nadu was formed on November 13, 1969. It 
was known as Sattanathan Commission. 

• Sattanathan Commission recommended the 
introduction of "Creamy Layer" among the OBC 
in the state. 

Mandal Commission 

• The Second Backward commission (Mandal 
Commission) was set up in 1978 which 
recommended 27 percent reservations for OBCs 
which were implemented in 1990. 

 

Mandal judgment/ Indra Sawhney case 1992 

• The Supreme Court’s Indra Sawhney vs Union of 
India(1992) has been hailed as a landmark 
judgment as it upheld reservations for Other 
Backward Classes (OBCs).  

• The Supreme Court restricted the ‘creamy layer’ 
of OBCs from accessing reservation. 

• The court had said that putting in the 
framework of the “creamy layer” was in 
keeping with the basic structure of the 
Constitution as it mapped to the principle of 
equality. 

• However, this judgment also held that 
reservations in appointments, under Article 
16(4) of the constitution, don’t apply to 
promotions. 

• The Supreme Court upheld the Mandal 
Commission’s 27 percent quota for backward 
classes, as well as the principle that the 
combined scheduled-caste, scheduled-tribe, 
and backward-class beneficiaries should not 
exceed 50 percent of India’s population.  

• At the same time, the court also struck down 
the government notification reserving 10% 
government jobs for economically backward 
classes among the higher castes in 1992.  

• The Union government in 1991, had added a 
notification for 10 percent central reservation 
to sections of people who were economically 
backward and not covered under any existing 
schemes. 

• However, the SC in Indra Sawnhey case struck 
this down while stating that economic criteria 
can’t be the sole factor for backwardness, but it 
can be considered along with or in addition to 
social backwardness.  

• In Indra Sawhney-II, the court examined certain 
questions relating to recommendations of the 
high-level committee.  

• The court held that persons from backward 
classes who occupied posts in higher services 
like IAS, IPS and All India Services had reached a 
higher level of social advancement and 
economic status. 

• Therefore, such persons were not entitled to be 
treated as backward and were to be treated as 
‘creamy layer’ without any further inquiry 

 

SC / ST creamy layer in promotions: 

• The 77th Constitutional Amendment Act, 1995 
was enacted inserting clause 4A in Article 16 of 
the Constitution (Clause 4A provides for giving 
benefit of promotion in service to the SC and 
ST). 

• The validity of this amendment was challenged 
in M. Nagaraj vs Union of India 2006.  

• The Supreme Court imposed three conditions – 
identification of backwardness, compelling 
reasons and inadequate representation – for 
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granting quota in promotions to employees 
from SC and ST communities. 

• The court ruled that if reservation is 
implemented it must not breach the 50% ceiling 
or “obliterate the creamy layer”. 

• On 26th September 2018, the Supreme Court 
delivered its verdict in the Reservation in 
Promotion case (Jarnail Singh vs Lachhmi 
Narain Gupta case). 

• A five-judge Bench of the Supreme Court 
unanimously held that the judgment delivered 
in Nagaraj case in 2006 does not need 
reconsideration by a larger seven-judge Bench. 

• The Bench also struck the demonstration of 
further backwardness criterion from Nagaraj 
case. 

• It introduced the principle of creamy layer 
exclusion and held that creamy layer exclusion 
extends to SC/STs. 

• Hence the State cannot grant reservations in 
promotion to SC/ST individuals who belong to 
the creamy layer of their community. 

• Previously creamy layer exclusion only applied 
to OBCs in matters of reservation. 

 

Haryana government notification  
• The Haryana Government had issued a 

notification on August 17, 2016 specifying the 
criteria for exclusion of ‘creamy layer’ within 
the backward classes.  

• As per the said notification, children of persons 
having gross annual income up to Rs 3 lakh shall 
first of all get the benefit of reservation in 
services and admission in educational 
institutions. 

• The left-out quota shall go to that class of 
backward classes of citizens who earn more 
than Rs 3 lakh but up to Rs 6 lakh per annum.  

• The sections of backward classes earning above 
Rs 6 lakh per annum shall be considered as 
‘creamy layer’ under Section 5 of the Haryana 
Backward Classes (Reservation in Services and 
Admission in Educational Institutions) Act, 2016. 

Recent Supreme Court Judgement  
• The Supreme Court recently struck down 

Haryana government’s August 17, 2016 
notification that gave preference to those 
having income up to Rs 3 lakh within the non-
creamy layer group of Backward Classes in 
government jobs and admission to educational 
institutions. 

• It also asked the state government not to 
disturb admissions to educational institutions 
and appointments in state services already 

done on the basis of the said notification dated 
August 17, 2016. 

• The criteria mentioned for identifying such of 
those persons who are socially advanced have 
not been taken into account by the 
Government of Haryana while issuing the 
notification 

• It said, “In spite of Section 5(2) of the 2016 Act 
making it mandatory for identification and 
exclusion of ‘creamy layer’ to be on the basis of 
social, economic and other relevant factors, the 
State of Haryana has sought to determine 
‘creamy layer’ from backward classes solely on 
the basis of economic criterion and has 
committed a grave error in doing so.” 

• The notification was found to be flagrant 
violation of the directions issued by the 
Supreme Court in Indra Sawhney-I 

 

Creamy Layer as defined by the Central 
Government 

• At present, the GOI has defined the Creamy 
Layer among OBCs as those earning more than 
Rs.8 lakhs per annum.  

• OBC creamy layer does not get any benefit 
anymore. They are treated the same way the 
general category is treated. 

 

Income Limit 

1. Income of Person and Family combined 

A person can apply for an OBC certificate only if the 

annual income of the family is less than rupees eight 

lakhs per annum. If it were more than the given figure, 

they would not be getting the non-creamy category 

certificate. (Income from agriculture/ farming is not 

included in this). 

  

2. Parents Employed under Central Government 

If a person’s parents are a part of the central 

government or are working under Group C and Group 

D category under the central government, the person 

is eligible to apply for the non-creamy OBC certificate. 

 

3. Employee under Central Government 

If a person himself or herself is a part of the central 

government or is working under central government’s 

group B category, then that very person is eligible to 

apply for an OBC non-creamy layer certificate. It is to 

be noted that it is valid only if the person’s parents do 

not receive any income like that of pensions. 
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4. Husband Employed under Central Government 

If a woman’s husband is employed under the Central 

Government, then that woman would be eligible to 

apply for the certificate provided that her parents do 

not receive any kind of income. 

Constitutional provisions for OBCs 

• Reservation as a policy has a Constitutional 
mandate and has been explicitly mentioned in 
various articles of the Constitution. 

• The idea behind Reservation for SC/ST was very 
clear as there was an identifiable criteria and 
there was a definite time limit prescribed as 
well to achieve the desired results.  

• The problem was with the other group (the 
OBCs) for whom there was no objective 
criteria.  

 

Key Constitutional Provisions relating to OBCs are: 

• Art 15 (4) : Article 15 shall not prevent the State 
from making any special provision for the 
advancement of any socially and educationally 
backward classes of citizens or for the 
Scheduled Castes and the Scheduled Tribes. 

• Art 16 (4) : Nothing in this article shall prevent 
the State from making any provision for the 
reservation of appointments or posts in favour 
of any backward class of citizens which, in the 
opinion of the State, is not adequately 
represented in the services under the State 

• Art 340 : Appointment of a commission to 
investigate the conditions of backward classes. 

 

Mould your thought: 
• Discuss the constitutional provisions of OBC reservation in India and traverse the evolution of creamy layer 

in reservation. 
Approach to the answer: 
• Introduction  
• Mention the constitutional provisions 
• Discuss the situation just after Independence 
• Discuss Mandal Commission and its aftermath 
• Discuss 2016 Haryana Notification and SC judgement 
• Conclusion 

 

6. SCIENCE & TECH 
 

6.1 End to End Genome Sequencing: Telomere to Telomere Consortium  
 

Manifest pedagogy: On May 27, a preprint titled “The complete sequence of the human genome” was posted in 

the online repository bioRxiv . In this preprint, scientists from the Telomere-to-Telomere (T2T) Consortium, an 

international collaboration of around 30 institutions, reported the most complete sequencing of the human 

genome until now.  

 

In news: End-to-end genome sequencing 

 

Dimensions: 

What is Genome Sequencing? T2T Consortium Project and the Technology used (Sequencing 

Technology) 

History of Genome Sequencing Projects  Importance of the project 

Challenges     Potential uses of Genome Sequencing in general 

 

Content: 

What is Genome Sequencing? 

• The genome, or genetic material, of an 
organism (bacteria, virus, potato, human) is 

made up of DNA.  This resides in the nucleus of 
every cell of the organism.  

• The DNA consists of a double-stranded 
molecule, each of which is built up by four 
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bases – adenine (A), cytosine (C), guanine (G) 
and thymine (T).  

• Every base on one strand pairs with a 
complementary base on the other strand (A 
pairs only with T, and C only with G). 

• Each organism has a unique DNA sequence 
which is composed of bases. Each genome 
contains all of the information needed to build 
and maintain that organism.  

• In humans, a copy of the entire genome—more 
than 3 billion DNA base pairs—is contained in 
all cells that have a nucleus. 

• Genome Sequencing is a laboratory procedure 
that determines the order of DNA nucleotides, 
or bases (the order of As, Cs, Gs, and Ts) that 
make up an organism's DNA   

• If you know the sequence of the bases in an 
organism, you have identified its unique DNA 
fingerprint, or pattern.  

 

T2T Consortium Project and the Technology used: 
• The Telomere-to-Telomere (T2T) consortium is 

led by researchers at the National Institutes of 
Health and the University of California, Santa 
Cruz 

• It is an international collaboration of around 30 
institutions 

• The T2T is an open consortium and all are 
welcome to join the effort to generate the first 
truly complete assembly of a human genome 

• It focuses on the first gapless assembly of a 
human genome, finishing each chromosome 
from one end to the other 

• The Telomere-to-Telomere (T2T) consortium 
announced our v1.0 assembly that includes 
more than 150 Mbp of novel sequence 
compared to GRCh38, achieves near-perfect 
sequence accuracy, and unlocks the most 
complex regions of the genome to functional 
study.  

• protein-coding sequences or protein-coding 
genes are DNA sequences that get transcribed 
on ribonucleic acid (RNA) as an intermediate 
step.  

• These in turn make the proteins responsible for 
various functions such as keeping the body 
healthy or determining the colour of the eye — 
proteins carry out the instructions encoded in 
the genes. 

• The DNA used did not belong to any person.  
• According to a report in Nature , it was a cell 

line derived from a tissue known as a complete 
hydatidiform mole.  

• This is the tissue that forms when a sperm 
inseminates an egg that has no nucleus. Hence, 
this tissue has the chromosomes of just the 
father. 

 

History of Genome Sequencing Projects:  
• The Human Genome Project that began in 1990 

gave the first results of the complete human 
genome sequence in 2003.  

• For the first time, we were able to read the 
blueprint of human life.  

• However, though it was announced as the 
complete human genome, about 15% of it was 
incomplete.  

• Due to limitations of technology, scientists were 
not able to piece together some repetitive parts 
of the human genome. 

• Solving some of the problems, an updated 
“complete” version was released in 2013, which 
still missed out on 8% of the genome.  

 

Importance of the project: 

One step Closer to Whole Human Genome Mapping: 

• The researchers have nearly completed the job, 
adding 200 million base pairs and 115 new 
protein-coding genes to the list. 

• They have, in the process, discovered over a 
hundred new genes that code for proteins. The 
total size of the genome they have sequenced is 
close to 3.05 billion base pairs.  

• This adds 200 million base pairs to the last draft 
of the human genome that was published in 
2013.  

• With this, we are a step closer to mapping the 
whole human genome. 

 

Standard of Reference: 

• One of the most important uses of this release 
will be that it forms a standard for comparison 
in future sequencing attempts 

• This sequence of the human genome will be a 
gold standard of reference for future attempts. 
 

Unprecedented Level of Accuracy: 

• The level of accuracy is unprecedented.  
• Earlier, Researchers were trying to piece 

together strands of DNA that were a few 
hundred base pairs long.  

• The technology used by the Telomere-to-
Telomere Consortium used sequencing 
technology that could scan 20,000 base pairs at 
one go. This is a significant technological feat. 
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Challenges:  

Missing Y- Chromosome Data:  

 

 

• The present release has no information about 
the Y chromosome. 

• All chromosomes in an arbitrary cell’s nucleus 
are found in pairs – we have 23 pairs of 
chromosomes in each cell.  

• However, the sex cells such as sperm and egg 
cells contain only one of each pair of 
chromosomes (haploid cells). 

•  So, while egg cells always carry a copy of the X 
chromosome, sperms can carry either an X 
chromosome or a Y chromosome.  

• The cell line that the researchers studied had an 
X chromosome only and no Y chromosome. 
Therefore, information about the Y 
chromosome is missing in this release. 

 

Chances of Errors: 

• It is also not 100% complete. The researchers 
say that about 0.3% of the genome may have 
errors. 

 

Potential uses of Genome Sequencing in general: 
Predictive medicine: 

• The primary purpose of sequencing one’s 
genome is to obtain information of medical 
value for future care. 

• genome sequencing has the potential to 
increase the ability to act preemptively prior to 
disease development or commence treatment 
for a disease that has not yet been diagnosed.  

 

Drug Efficacy Studies (pharmacogenomics): 

• Another advantage of genome sequencing is 
that information regarding drug efficacy or 
adverse effects of drug use can be obtained.  

• The relationship between drugs and the 
genome is called pharmacogenomics. 

 

Discovering Gene Mutations: 

• Genome sequence does not change unless 
influenced by environmental factors, for 
example, in the development of many cancers 

• Genome sequencing can help discovery of rare 
or novel variants. 

• This point can be illustrated by considering 
BRCA gene mutations, which confer a high risk 
of breast and ovarian cancer development in 
women.  

• Early discovery of these mutations provides 
options for prophylactic action. 

 

Mould your thought: 
• What is genome sequencing? With reference to the recent efforts, discuss the importance of Human 

Genome Sequencing. 
 
Approach to the answer: 
• Introduction  
• Define Genome Sequencing 
• Discuss the T2T consortium results  
• Discuss the potential uses of genome sequencing 
• Conclusion 

 


