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Virtual Digital Assets (VDAs): Challenges in Regulation ð Explained, pointwise  

 

Introduction  

The first meeting of G20õs Finance Track was held recently in Bengaluru. Regulation of Virtual 

Digital Assets (VDAs) emerged as a top priority agenda in the meeting. VDAs are a new evolving 

technology and are at the intersection of finance, economy and tec hnology. The concerns 

associated with the exploitation of VDAs as a medium of money laundering and terror financing 

has necessitated their regulation. The Government of India has been leading efforts at the global 

level to counter terrorism and its financi ng. In the recent ôNo Money for Terrorõ Conference hosted 

by India, 93 participating countries agreed to end all financing of terror, including through the 

use of emerging technologies such as VDAs. The Government has pushed regulation of VDAs as 

an agenda  of G20 in the year of its Presidency. There are several challenges in regulation of VDAs 

that requires a coordinated international effort.  

What are Virtual Digital Assets (VDAs)?  

The Financial Action Task Force (FATF) defines a virtual asset as òA digital  representation of value 

that can be digitally traded , transferred  and used for payment  or investment purposes ò. 

This definition is included in the FATFõs global recommendations on Combating Money 

Laundering and the Financing of Terrorism and Proliferation . 

Read More : Countering Terror Financing ð Explained, pointwise  

According to the US Department of the Treasury, a virtual currency is a òdigital representation 

of value that functions as a: (a) Medium of exchange; (b) Unit of account; and/or (c) Store of 

value; and is neither issued nor guaranteed by any jurisdictionó. This description fits neatly into 

the FATF definition of a virtual asset and the idea of a digital representation of value.  

The Finance Act, 2022  introduced a new taxation regime for income arising from transfer of 

Virtual Digital Asset (VDA) under Income -tax Act, 1961 (the Act). The term Virtual Digital Asset 

(VDA) has been defined under Section 2(47A) of the Income Tax Act  to include the following: 

(a) Any information or code or number or token (not being Indian currency or foreign currency) 

generated through cryptographic means or otherwise , by whatever name called,  which  meets 

certain conditions; (b) Non-fungible token (NFT) or any other token of similar nature, by whatever 

name called. Further NFT is defined to mean such digital asset as the Central  Government may, 

by notification in the Official Gazette, specify; (c) Any other digital asset, as the Government may 

specify by notification.  

The Government may exclude any asset from the definition of Virtual Digital Asset  by 

notification.  

A Non -Fungible  Token (NFT) is a digital asset that exists on a blockchain, allowing anyone to 

verify its authenticity and who owns it. Digital art, images, videos, text, music and even virtual 

real estate and in -game items can be bought and sold as NFTs.  

While VDA inclu des cryptocurrencies , the definition can cover a wide variety of digital assets  

which is implied by the wording ôor otherwiseõ in the phrase ògenerated through cryptographic 

means or otherwiseó. The definition is also made exhaustive with the words ôinformationõ, ôcodeõ, 

ônumberõ. 

https://blog.forumias.com/countering-terror-financing-explained-pointwise/
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Because of the broad definition, VDAs can potentially include vouchers, reward points issued by 

shopping sites or credit card companies, airline miles etc. Experts have sought clarifications from 

the Government. They fear the scop e of VDA may impact digital assets created by companies.  

The Central Board of Direct Taxes (CBDT) in Notification 74  has excluded certain items from 

the definition of VDAs. These include gift cards, vouchers (discounts), mileage/reward/loyalty 

points (prom otional programmes) etc.  

What steps have been taken to regulate Virtual Digital Assets (VDAs)?  

First , The Financial Action Task Force has issued the Guidelines on Virtual Asset 

Transactions  (FATF Guidelines) related to VDAs. The Guidelines have been adopte d by various 

jurisdictions, including the EU, Japan and Singapore.  

Second , The Finance Bill 2022 has promulgated a new taxation regime for the class of VDAs 

including cryptocurrencies and non -fungible tokens (NFTs). The gains arising from the transfer 

of VDAs are proposed to be taxed at the rate of 30%. However, the Act did not have any provision 

related to legalizing/banning the cryptocurrencies or any other Digital Asset.  

Third , Under the presidency of India, G20 Finance Track discussion has put the regul ation of 

VDAs to curb their use in money laundering and terror financing as a top priority.  

What are the challenges in regulating Virtual Digital Assets (VDAs)?  

First , the technologies behind blockchain and cryptocurrencies are complex . It is difficult to 

determine their governing structure.  

Second , the blockchain technologies are decentralized by design . They transcend national 

jurisdictions  in a digital domain. Hence it is difficult for Governments to regulate them.  

Third , Digital Technologies including b lockchain are evolving rapidly . It is difficult to regulate 

such technologies without fully comprehending their benefits and drawbacks. It is challenging 

to come up with a singular and concrete structure to apply to every known and unknown 

technological de velopment and change in the financial sector.  

Fourth , Lack of reliable data  on VDA transactions allows bad actors to engage in unchecked 

transactions and defraud investors as happened in the case of FTX bankruptcy, which was the 

second largest Virtual Digi tal Asset (VDA) trading platform before its collapse.  

Read More : Cryptocurrencies in India: Ban or Regulation? ð Explained, pointwise  

What should be done going ahead?  

First , A viable approach for India is in taking the industry and the investor into confidence by 

allowing anti -money laundering (AML) authorities visibility over VDA transactions, and the power 

to impose controls upon them and prosecute in the event of any misuse.  

Second , The concerns around the misuse of VDAs for illicit activities require careful legislative 

responses  and forward -looking regulatory mechanisms . The present concerns related to VDAs 

stem from lack of reporting and transparency norms , and an absence of international 

consensus on regulatory design . G20 provides a suitable platform to develop an understanding 

and consensus regarding regulation of VDAs. The Government has taken a positive approach by 

pushing this matter as a priority for G20 Finance trac k.  

Third , The financial institutions, fintech, regulators, consumers, and government need to join 

forces to have a fair and comprehensive regulation benefitting every stakeholder.  

https://blog.forumias.com/cryptocurrency-ban-or-regulation-explained-pointwise/
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Fourth , Development of adequate financial and technology literacy programs  (e.g., through 

initiatives at different education levels, tailored communication, and outreach programs) should 

be considered.  

Conclusion  

The technology surrounding the financial sector (blockchains, cryptocurrencies, VDAs) has been 

evolving rapidly. While these technologies have several benefits, their misuse (money laundering, 

terror financing, financial frauds) pose a big threat. Complexity and ever evolving nature of 

technology makes their regulation a major challenge to the regulatory authorities. A coo rdinated 

effort at the global level is necessary for this purpose. India currently has two crypto unicorns 

operating domestically, and is home to major VDA players and a thriving community with 25+ 

million people, making it all more important to regulate t he sector. In addition to the domestic 

efforts, the Government of India should take a lead in guiding the discourse on the global 

regulation of VDAs.  

Syllabus : GS III, Indian Economy  

Source : Indian Express , The Hindu BusinessLine , Financial Express , Mondaq , FATF  

 

Stat us of Non -Performing Assets (NPAs) ð Explained, pointwise  

 

Introduction  

In the recently released Financial Stability Report (FSR), the RBI has noted that the Gross Non -

performing Assets (GNPA) ratio has declined to a 7 -year low of 5% in September 2022. It is 

expected to further improve to 4.9% by September 2023. However, the Report also notes that 

NPA ratio may worsen to 5.8 -7.8% if there are external macroeconomic shocks. Thus, although 

the NPA Crisis appears to have subsided, the banking sector is still v ulnerable amidst geopolitical 

and economic uncertainties. The Government and the RBI had undertaken several initiatives 

that helped mitigate the challenge posed by NPAs. However, both need to be cautious in their 

approach and proactively take corrective st eps should the NPAs rise in future.  

What are Non -Performing Assets (NPAs)?  

A Non -performing Asset (NPA) is a loan or advance for which the principal or interest payment 

has remained overdue for a period of 90 days.  

Banks are required to classify NPAs further into Substandard, Doubtful and Loss assets.  

Substandard Assets : Assets which has remained NPA for a period less than or equal to 12 

months.  

Doubtful Assets : An asset would be classified as doubtful if it has remained in the substandard 

category for  a period of 12 months.  

Loss Assets : According to the RBI, òLoss asset is considered uncollectible and of such little value 

that its continuance as a bankable asset is not warranted, although there may be some salvage 

or recovery value.ó 

What is the curren t status of NPAs in India?  

According to the Reserve Bank of Indiaõs (RBIõs) Financial Stability Report the Gross non-

performing assets (GNPA) ratio, has declined to 5% in September 2022. The ratio of Net non -

https://indianexpress.com/article/opinion/columns/indias-g20-presidency-taking-the-lead-on-regulation-of-digital-assets-8339468/
https://www.thehindubusinessline.com/business-laws/taxing-virtual-digital-assets-is-hard/article64969372.ece
https://www.financialexpress.com/opinion/indias-opportunity-to-lead-crypto-regulation/2896018/
https://www.mondaq.com/india/fin-tech/1164634/virtual-digital-assets-in-india-a-sneak-peek-into-india39s-regulatory-framework
https://www.fatf-gafi.org/media/fatf/documents/bulletin/fatf-booklet_va.pdf
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performing assets (NPAs) to net advances ratio h as fallen to 1.3% in September 2022 ð the lowest 

in 10 years.  

The NPAs had risen from 3.8% in 2014 to 11.4% in 2018. However, since then the NPAs have 

shown a declining trend. The decline has been achieved on the back of decrease in slippages, 

increase in write -offs, and pick up in credit growth.  

In December 2022, the Government told the Rajya Sabha that loans written off by scheduled 

commercial banks (SCBs) during the last 5 financial years totalled INR 10.1 lakh crore. Of this, 

1.32 lakh crore  has been recovered. As a percentage of write -offs, this comes to be about 13%.  

Despite the fall in the NPAs recently, the proportion is still high compared to other economies.  

 

Source: The Times of India  

What were the reasons for NPA Crisis?  

Global Financial Crisis : The RBI Report on Trend and Progress of Banking in India  (RTP) had 

noted that while the Indian banking system had largely withstood the pressures of the crisis, it 

remained vulnerable to the slowdown in global economic growth and the coll apse of global trade 

following the crisis. The firms with exposure to global slowdown contributed to the NPAs.  

Twin Balance Sheet Problems : In the aftermath of slowdown in the Indian economy beginning 

2011  both the banking sector and the corporate sector come under severe financial stress. The 

proportion of non -performing loans (NPAs) in gross loans (GAs) went from about 2% in 2008 to 

over 11% in 2018.  

Forbearance Policies : Between 2010 -15, banks resorted to restructuring of loans  in many 

cases to postpone  recognition of non -performance , (õextend and pretendõ approach). As a 

result, until 2016 the restructured assets constituted more than 50% of the stressed assets of 

all scheduled commercial banks masking the actual extent of NPA crisis.  
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Stalled Judicial &  Legislative Procedures : Many development projects were stalled due to 

prolonged judicial litigations. This had a particularly bad impact on sectors like mining, power, 

and steel. In addition, companies encountered difficulties in acquiring land, which res ulted in 

the indefinite postponement of many projects and stalled investments  

Other Factors : According to the RBI, aggressive lending practices , wilful defaults , loan 

frauds , diversion of funds  and corruption  also contributed to NPAs. Lack of information about 

creditworthiness about debtors also resulted in poor loan decisions. Poor recovery mechanisms  

also contributed to rise in NPAs.  

What steps were taken to address the NPA Crisis?  

RBI  

The RBI undertook seve ral measures to remedy the NPA, including the Prompt Corrective 

Action  (PCA) framework in 2002 (which was reviewed in 2017 based on the recommendations of 

the working group of the Financial Stability and Development Council ), Schemes for debt 

restructurin g (like the Scheme for  Sustainable Structuring of Stressed Assets  (S4A)), Asset 

Quality Review , etc. These efforts culminated in a 12 February 2018 circular by the RBI that 

granted banks the power to initiate insolvency proceedings and set a timeline of 18 0 days to 

formulate plans for a resolution.  

Government  

4Rõs Strategy: Government has implemented a comprehensive 4Rõs strategy, consisting of 

Recognition  of NPAs transparently, Resolution  and Recovery  of value from stressed accounts, 

Recapitalising  of PSBs , and Reforms  in PSBs and the wider financial ecosystem for a 

responsible and clean system.  

A National Asset Reconstruction Company  (NARCL) was announced in the Union Budget for 

2021 -2022 to resolve stressed loans amounting to about INR 2 lakh crore in pha ses. 

Indradhanush  plan : The plan envisaged infusion of capital in PSBs by the Government. Capital 

infusion is aimed at supplementing the achievement of regulatory capital norms by PSBs through 

their own efforts and, in addition, based on performance and potential, augmenting their growth 

capital.  

Insolvency and Bankruptcy Code, 2016 : It is a step towards settling the legal position with 

respect to financial failures and insolvency. It provides an easy exit with a painless mechanism 

in cases of insolvency of individuals as well as companies.  

Read More : Issues in the IBC Resolution Process and Possible Solutions ð Explained, 

pointwise  

Schemes for Settlement of NPAs  

Lok Adalats : In order to address cases of non -performing assets (NPA) with balances of up to 

INR 20 lakhs of rupees, the Lok Adalats have been established. They take full responsibility for 

ensuring a speedy recovery . The Lok Adalats  are typically not very harsh on those who have 

defaulted on their loans. Additionally, they are less expensive  and more straightforward 

methods of resolving disputes related to loans.  

NCLT and the National Company Law Appellate Tribunal (NCALT) : NCLT has replaced the 

Board of Industrial and Finance Reconstruction (BIFR) and Appellate Authority for Industrial 

and Financial Reconstruction (AAIFR) that is under IBC. This had been done as the BIFR had 

https://blog.forumias.com/issues-in-the-ibc-resolution-process-and-possible-solutions/
https://blog.forumias.com/issues-in-the-ibc-resolution-process-and-possible-solutions/
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failed to meet its stated objectives. Under the IBC, not on ly the financial creditors but also the 

operational creditor can file an application for the purpose to liquidate before the NCLT. The IBC 

also very well stipulates the complete procedure of resolution, including the litigation that is to 

be completed with in a passage of 330 days.  

What should be done going ahead?  

First , The government needs to recognise how its decisions independent of the banking sector 

can adversely impact NPAs in certain sectors and address the impact of those decisions to check 

the For example, in the power sector, mandated renewable purchase obligations (RPOs) for state 

power utilities, forcing them to prioritise renewable sources, has affected the performance of non -

renewable projects.  

Second , Ensuring time -bound evaluation  process to assess the viability of projects can help 

shield banks from ministry decisions that could give rise to NPAs as a secondary  

Third , The government also needs to ensure a rapid resolution of recognised NPAs. The passage 

of the Insolvency and Bankruptcy Code ( IBC) in 2016 was a welcome first step, but the 

government must now ensure there are no delays in the timeframe outlined by the law.  

Fourth , The government also needs to seriously consider the Nayak Committeeõs 

recommendations reviewing the governance of bo ards of banks.  

Fifth , While the government has created the Banks Board Bureau, deeper reforms such as 

setting up of a state -owned Bank Investment Company under the Companies Act for PSBs, or 

fully moving the selection of bank chairpersons to the Banks Boar d Bureau, have not yet been 

implemented. These should be undertaken on priority.  

Syllabus : GS III, Indian Economy  

Source : Indian Express , Business Standard , MoneyControl , The Hindu  

 

Fiscal Deficit in India: Trends and Concerns ð Explained, pointwise  

 

Introduction  

The Union Government had estimated the Fiscal Deficit to be INR 16.61 lakh crore  for FY2022 -

23. As of November 2022, the Governmentõs Fiscal Deficit stood at INR 9.58 lakh crore, which is 

~58% of the full -year estimate. The Budget estimate of Fiscal Deficit (INR 16.61 lakh crore) is 

~6.4% of Indiaõs GDP. The Fiscal Responsibility and Budget Management (FRBM Act, 2003) 

prescribes the limit of Fiscal Deficit to be 3% of the GDP. However, successive Governments, 

since 2003 -04, have failed to achieve this target due to multitude of justifiable and unjustifiable 

reasons. The Act itself has been amended 4 times to change the target dates. While the breach 

of limit seems reasonable based on certain grounds (like COVID -19 pandemic or global 

macroeconomic developments), the debate regarding freebies and their impact on Governmentsõ 

finances has reignited debate regarding Governmentsõ obligation to adhere to fiscal prudence 

and the target of 3% Fiscal Deficit prescribed by the FRBM Act.  

What is the meaning of Fiscal Deficit?  

Fiscal Deficit is the difference between the total income (Total Revenue Receipts and Non -

debt Capital Receipts) and total expenditure of the Government . A situation of Fiscal Deficit 

arises when the total expenditure of the Government exceeds its income. This Fiscal Deficit is 

https://indianexpress.com/article/business/economy/gnpa-ratio-falls-to-seven-year-low-of-5-in-sept-2022-rbi-8351446/
https://www.business-standard.com/article/finance/banks-net-npa-ratio-at-10-yr-low-gnpas-continue-downward-journey-rbi-122122901139_1.html
https://www.moneycontrol.com/news/business/banks-have-much-cleaner-books-now-where-did-all-npas-go-8890451.html
https://www.thehindu.com/business/has-india-tided-over-the-problem-of-bad-loans/article66327997.ece
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calculated both in absolute terms and also as a pe rcentage of the Gross Domestic Product (GDP) 

of the country. A recurring high fiscal deficit means that the Government has been spending 

beyond its means . 

The Gross Fiscal Deficit (GFD) is the excess of total expenditure (including loans net of recovery) 

over revenue receipts (including external grants) and non -debt capital receipts. The Net Fiscal 

Deficit is the Gross Fiscal Deficit less net lending of the Central Government . 

The Parliament had passed the Fiscal Responsibility and Budget Management Act (FRBM Act) in 

2003. The Actõs goal is to ensure intergenerational equity in fiscal management , long -run 

macroeconomic stability , better coordination of fiscal  and monetary policy , and 

transparency in the Governmentõs fiscal operations. One of the Key Targets of the FRBM Act 

is to limit the Fiscal Deficit to 3% of GDP. However, the target date of achieving the target has 

been pushed forward through successive am endments to the Act.  

The Fifteenth Finance Commission has suggested that the Union Government should bring down 

fiscal deficit to 4% of GDP by 2025 -26. For State Governments, it has recommended the fiscal 

deficit limit (as % of GSDP) of: (a) 4% in 2021 -22;  (b) 3.5% in 2022 -23; (c) 3% during 2023 -26.  

What has been trend of Indiaõs Fiscal Deficit? 

For 2022 -23, the Government had estimated the Fiscal Deficit to be INR 16.61 lakh crore or 6.4% 

of the GDP. As of November 2022, the fiscal deficit had touched 58% of the full year budget 

estimate.  

 

The Fiscal Deficit of the Government had fallen to 2.54% of the GDP in FY2007 -08. However, due 

to the global financial crisis and the consequent fiscal stimulus by the Government to boost 

growth resulted in fiscal defici t rising to 6.6% of the GDP in FY2009 -10 and 5.9% of GDP in 

FY2011 -12.  
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The deficit had gradually reduced since then, having fallen to 3.44% of the GDP in FY2018 -19. 

However, the COVID -19 pandemic, and the Governmentõs fiscal package to rescue the economy 

from lockdowns, resulted in Fiscal Deficit of 9.5% in FY2020 -21. It was 6.9% in FY2021 -22 and 

6.4% in FY2022 -23 (estimated).  

What are the reasons for high Fiscal Deficit in India?  

Revenue Side  

Tax -to -GDP Ratio : In India, it is low at around 10 -11% of GDP and it has stayed at close to that 

level for the last 20 years. In contrast, Sweden has ratio of ~26%, the UK and France 25%, South 

Africa 23%. This means Government collects less revenue causing higher fiscal deficit. This has 

also lead to lower rate of i nvestment and lower GDP growth.  

Narrow Tax Base : An overwhelming majority of Indians do not pay taxes, Indian tax revenues 

remain largely dependent on indirect tax collections  which include all taxes on spending (such 

as GST). According to Ministry of Fina nce, only 5.83 crore Income Tax Returns were filed in 

Assessment Year 2022 -23. (~4% of Indiaõs population). 

Expenditure Side  

High Subsidies : Expenditure on food, fertilisers and petroleum, form the largest share of 

Governmentõs expenditure along with interest payments. The expenditure on these items (Food, 

Fuel, Fertilizers) soared to ~3% of GDP in FY2020 -21. For FY2022 -23, the subsidy bill on these 

three heads is expected to be INR 532,446.79 crore: Food (INR 287,179.34 crore), fertiliser (INR 

214,511.27 c rore) and petroleum (INR 30,756.18 crore).  

Off -budget Financing : Economists and analysts argue that the actual fiscal deficit figures 

might be even higher  because some of the governmentõs expenditure is funded by the so-called 

òoff-budgetó items. (The off -budget borrowings are loans that government does not take directly, 

but public institutions borrow after the Governmentõs order). This extra expenditure does not 

figure in the official calculations. This means that the true fiscal deficit is higher than th e level 

presented in the Budget.  

Debt -to -GDP Ratio : Indiaõs debt ratio is projected to be 84% of its GDP by the end of 2022, which 

is higher than many emerging economies. Due to this there is increase in interest payment . 

Interest payment of the government  has increased to 3.1% of the GDP to INR 7.31 lakh crore in 

2021 -22.  

Others  

Poor Bond Market : In the developed economies, the Bond Markets are mature and developed. 

The Bond Markets judge the sustainability of the borrowing of a Central/State/Local 

Governm ent and demand higher interest rates when public finance is on an unsustainable path. 

Such a system is healthy as fiscal responsibility is rewarded by cheaper debt financing  (i.e., 

Government can borrow at lower interest rates) and vice versa. Poorly devel oped bond markets 

in India lack the ability to act like this check -and -balance. When the government needs to 

borrow, it forces financial firms (like banks) to lend to it.  

What are the reasons for non -adherence to the FRBM Act?  

Escape Clause : The term ôEscape Clauseõ refers to the circumstance in which the Central 

Government can deviate from fiscal deficit targets . The FRBM Act has defined three conditions 

upon which the escape clause can be invoked: (a) Over-riding considerations of national 

security , acts of war , and calamities of national proportion  and collapse of agriculture  
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severely affecting farm output and incomes; (b) Far -reaching structural reforms in the economy 

with unanticipated fiscal implications; (c) A sharp decline in real output growth of at  least 3 

percentage points below the average for the previous four quarters. Because of this clause, the 

goal posts for fiscal targets have been moved multiple times over the course of the past two 

decades.  

Amendments to FRBM Act : Amendments to the FRBM Ac t are permissible through money bills, 

which include Finance Bills. This makes it easier to amend the Act and shift the target dates 

e.g., the date of eliminating Revenue Deficit was gradually shifted through amendments in 2004, 

2012, 2015 and 2018.  

Effectiveness of Fiscal Responsibility Framework :  In the US, the Government shuts down 

when the Budget negotiation is not able to fit within the debt ceiling. In Germany, the ôFederal 

Debt Brake ô is in the Constitution, and there would be a shutdown of government payments if it 

were violated. Such overarching clause is missing in the FRBM Act.  

What are the harmful impacts of high Fiscal Deficit?  

Crowding -out : Due to high fiscal deficit, the Government borrows from financial institutions. 

This reduces the f inancing available to private sector. This reduces private investments, 

slowing down the economic growth rate . 

Higher Interest Rates : Higher borrowing by Government reduces the financing available in the 

market (demand exceeds supply). This raises interest  rates.  

Inflation : To cover its fiscal deficit, the Government also borrows from the Central Bank. When 

the Central Bank prints money to finance the government, the economyõs money supply expands, 

causing inflationary pressures.  

Debt Trap : Persistent fisca l deficit and dependence of borrowing may lead to accumulation of 

debt. As the debt rises, the interest payments on cumulative debt rise, putting further pressure 

on Government finance. Ultimately it may create a vicious cycle with the Government entangled  

in a debt trap  where it has to borrow more money to just repay existing debt and interest 

payments . 

External Dependence : Financing Fiscal Deficit through borrowings from abroad may force the 

Government to borrow from abroad. This creates dependence on for eign financial institutions 

and Governments. There is also risk of ballooning of debt in the event of domestic currency 

depreciation . 

What steps can be taken to address Fiscal Deficit?  

First , The Government should focus on rationalizing the subsidies . The tendency to grant 

ôfreebiesõ should be kept in check. The subsidies can be made more targeted . Checking leakages 

and diversions can also help in rationalizing the spending.  

Second , The Government should also improve the tax system. Tax -to -GDP ratio must be  

improved  by ensuring better compliance (~4% pay Income Tax). In addition, introduction of 

Wealth Tax  and raising the rate of Property Tax  can reduce the asymmetry with respect to 

Direct and Indirect Taxes. Laws regarding tax evasion  must be made more robu st and 

implementation strengthened.  

Third , The Government can also enhance revenues through monetization of assets  especially 

idle assets like land lying vacant with Government entities.  
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Fourth , The Government should adhere to the recommendations regarding fiscal consolidation  

given by the 15th Finance Commission . 

Fifth , The amendments to the FRBM Act regarding shifting of target dates should be debated in 

the Parliament. The Government should a dhere to the Act and the costs of deviation from the 

provisions of the Act should be increased.  

Conclusion  

The Government had to enhance its spending during the pandemic. Breach from fiscal 

consolidation targets is justified in such circumstances. However,  even during the normal times, 

the fiscal deficit has never been below 3% since 2007 -08. As normalcy returns post COVID -19 

pandemic, the Government must focus on fiscal consolidation and bringing down the Fiscal 

Deficit to more sustainable level at the ear liest.  

Syllabus : GS III, Indian Economy  

Source : Indian Express , The Times of India , The Times of India , Business Standard  

 

Supreme Courtõs Judgment on Demonetisation ð Explained, pointwise  

 

Introduction  

On 02 January, 2023, a 5 -judge bench of the Supreme Courtõs Constitution Bench ruled on a 

number of petitions challenging the legality of the Union Governmentõs decision in November 

2016 to demonetise the  currency notes of INR 500 and INR 1,000. The Supreme Courtõs 

Judgment on Demonetisation has upheld the decision of the Government and dismissed the 

petitions.  

What is the Supreme Courtõs Judgment regarding Demonetisation? 

In November 2016, the Union Gover nment had demonetised the currency notes of denominations 

INR 500 and INR 1000. The Supreme Court has upheld the legal aspects of the decision of the 

Government by a majority vote of 4:1.  

The Court adjudicated that the notification from the Government (Nov ember 8, 2016) is lawful 

and that it passes the proportionality test. One Judge (Justice V Nagarathna) has given a 

dissenting judgment noting that even though demonetization was well -intended and well -

thought -out, it still needs to be declared unlawful on legal grounds and not on the basis of 

objects.  

What questions were considered by the Supreme Court Judgment on Demonetisation?  

The Supreme Court had identified six issues in the challenge to the governmentõs demonetisation 

decision.  

A.  Sub -section (2) of Section 26 of the RBI Act states that, òOn recommendation of the 

Central Board the Central Government may, by notification in the Gazette of India, 

declare thaté..any series of bank notes of any denomination shall cease to be legal 

tenderéspecified in the notification ò. The Supreme Court considered whether the power 

available under this clause can be restricted to mean that it can be exercised only for òoneó 

or òsomeó series of bank notes and not òalló series?  

https://indianexpress.com/article/explained/explained-union-budget-2020-the-ugly-truth-about-indias-adherence-to-the-frbm-act-6243108/
https://timesofindia.indiatimes.com/business/india-business/union-budget-indias-fiscal-deficit-explained-in-10-charts/articleshow/80599832.cms
https://timesofindia.indiatimes.com/blogs/toi-edit-page/food-subsidy-for-thought-with-indias-deficit-highest-among-g20-nations-the-budget-must-chart-a-clear-consolidation-path/
https://www.business-standard.com/article/opinion/why-frbm-failed-117043000483_1.html
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Majority view : The majority opinion held that Section 26(2) RBI Act, which empowers Centre to 

demonetize any series of bank notes of any denomination, can be used to demonetize the 

whole series of currency . It observed ôrestrictive meaning cannot be given to word òanyõ in 

Section 26(2) of RBI Actõ. The purposes of the Act must be considered while interpretation. The 

bench added that Section 26(2) cannot be struck down as unconstitutional on the ground of 

excessive delegation, adding that there are inbuilt safeguards.  

Minority view : The Judge held that òAny seriesó under Section 26(2) RBI Act cannot mean òall 

seriesó. òAll Seriesó would mean that the Government can demonetize all series of all 

denominations by gazette notification. Such an extensive power can be òexercised only through 

a plenary legislat ion, by way of an enactment following a meaningful debate in Parliamentó. 

 

Source: The Times of India  

B. If the power under Section 26 (Question A above) means òall seriesó of bank notes, 

whether this power would amount to conferring excessive delegation and as such, liable 

to be struck down?  

Majority view : The decision under sub -section (2) of Section 26 has to be taken by the Central 

Government on the recommendation of the Central Board. Thus there is an inbuilt safeguard in 

the RBI Act. It also said that the delegation of power is in any case to the Central Government, 

which is answerable to Parliament.  
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Minority view : The Judge held that RBI Act does not envisage initiation of demonetisation 

by the Central Government . As per Section 26(2), the proposa l for demonetisation to 

emanate from the central board of the RBI . The Judge further held that if demonetisation is 

to be initiated by the Central Government, such power is to be through a legislation or an 

ordinance  derived from Entry 36 of List I  (Curren cy, Coinage, Legal Tender, and Foreign 

Exchange).  

C. Is there a possibility that the Notification of Demonetisation (issued on November 8th, 

2016) could be overturned on the ground of legal flaws in the decision -making process?  

Majority view : The majority view relied on the Governmentõs argument that merely because 

the process was initiated by the Centre, it could not be struck down . The ruling notes that 

the minutes of the RBI Central Board meeting that recommended demonetisation on November 

8, 2016 itself  stated that the RBI and the Centre had discussed the idea for over six months 

before it was notified . 

On the merits of the decision, the majority stated that the Court cannot determine the 

effectiveness of economic policy . However, it agreed with the Cent reõs contention that the 

decision had to be made in secrecy and in haste for it to be effective . 

 

Source: The Times of India  

Minority view : The Judge observed that the statement in the records submitted by the RBI òas 

desired by the Central Governmentó demonstrates that there was no independent application by 

the RBI and merely approved Centreõs decision. The entire exercise was carried out in 24 hours. 

The Judge held it in the violation of Section 26(2) of the RBI Act.  
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D. Does the Government Notificatio n of Demonetisation (issued on November 8th, 2016) 

fail the Test of Proportionality and thus be subject to being overturned?  

Majority view : The majority decision applies a four -pronged test of proportionality  to the 

constitutionality of the decision. The f our ingredients of the test to be satisfied are: (a) Legitimate 

purpose; (b) Rational connection with the purpose; (c) Necessity; (d) Whether the action taken is 

proportional or balanced.  

The majority verdict states that curbing fake currency, black money and terror funding are 

legitimate interests of the State  and have a rational connection with demonetisation. On the 

question of necessity, the Court said that it is òexclusively within the domain of the experts ò, 

(RBI) to answer this question.  

On the quest ion of Proportionality, the Court said òwhat alternate measure could have been 

undertaken with a lesser degree of limitation is very difficult to defineó. 

Minority view : The Judge said that since she had already held the demonetisation decision 

unlawful , t his question need not be answered.  

E. Whether the period of exchange of notes (after demonetisation) can be said to be 

unreasonable?  

Majority view : The Court cited an earlier instance of demonetisation in 1978 where a 3 -day 

period was provided for exchangi ng the demonetised notes. This was upheld by a Constitution 

Bench of the court . Relying on this decision, the majority view said, òwe fail to understand as 

to how the said period of 52 days could be construed to be unreasonable, unjust and violative of 

the petitionersõ fundamental rights.ó 

Minority view : Since the dissent had already held the demonetisation decision unlawful, it did 

not answer this question.  

F. Is the RBI authorised to continue accepting the demonetised  notes beyond the period 

specified in notifications issued under sub -section (1) of Section 4 of the 2017 Act?  

Majority view : The Specified Bank Notes (Cessation of Liabilities) Act, 2017  prohibits and 

penalises holding, transferring, or receiving demoneti sed currency. However, some earlier 

notifications allowed a grace period for certain individuals , like those who were abroad when 

demonetisation was notified, to exchange their old currency. The petitioners argued that RBI had 

no independent powers to allo w that when the 2017 Act had been passed by Parliament. The 

majority view stated that the earlier notifications have to be read as part of the 2017 law, 

giving it a òcontextual and harmonious constructionó. 

Minority view : Since the dissent had already held  the demonetisation decision unlawful, it did 

not answer this question.  

Conclusion  

During the hearing in November -December 2022, the Supreme Court indicated that 

demonetization might not be scrapped because òthe clock cannot be turned backó. After 

six years, the economy and society have finally recovered from the shock of the demonetisation 

decision. However, the Supreme Courtõs Judgment on Demonetisation and arguments may lead 

it to establish guidelines for future such exercises.  

Syllabus : GS II, Government policies and interventions for development in various sectors and 

issues arising out of their design and implementation; GS III, Indian Economy.  
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Cleaning of River Ganga ð Explained, pointwise  

 

Introduction  

The meeting of the National Ganga Council was held recently. National Ganga Council is the 

apex body for superintendence, direction and control for the initiatives for the cleaning of River 

Ganga under the Namami Gange  Mission. At the meeting, National Mis sion for Clean Ganga 

(NMCG) informed the Council that the Union Government has spent more than INR 13,000 crore 

on cleaning the Ganga since 2014. In December 2021, the Director -General of NMCG had 

informed that large stretches of the Ganga river have been cleaned, but the mission is not over 

yet. There are several challenges in cleaning of River Ganga. The Government must continue its 

mission -mode approach till the entire stretch of the river is clean and rejuvenated.  

What are the major pollutants polluting  the River Ganga?  

Industrial Effluents : Industrial effluents from manufacturing and other units are discharged 

untreated into the river Ganga. Many big and small cities and industrial towns are situated on 

banks of the Ganga including Kanpur, Prayagraj, Va ranasi etc.  

Domestic Sewerage : Domestic sewerage waste, especially in large urban centres, is discharged 

untreated into the Ganga. In addition, the use of detergents by laundry services ( dhobis ) which 

wash clothes on the river banks contribute to chemical pollution in the river.  

Agricultural Waste : Pesticides, herbicides and fertilizers used in farms ultimately reaches the 

river through run -off. The Indo -Gangetic plains feed ~40% of the Indian population.  

Solid and Bio -medical Waste Disposal : Domestic and o ther solid waste is dumped directly or 

indirectly into the river throughout the entire stretch. Moreover, the waste from hospitals and 

nursing homes, which should be appropriately treated, are disposed of untreated into the rivers 

resulting in polluted wat er giving rise to several water -borne diseases.  

Social and Cultural Practices : Practices like cremation of dead bodies on river banks, and 

religious offerings in the river also result in local pollution.  

Water Extraction : A vast quantity of water is extracted from the Ganga River (through canals, 

urban water supply systems) which reduce river run -off. Construction of dams (Uttarakhand) 

have also reduced flow of fresh water. While this does not directly result in pollution, the reduced 

run -off increase s the severity of pollution  from other sources.  

What steps have been taken for the cleaning of River Ganga?  

Ganga Action Plan (GAP) : It was launched in 1986. The primary purpose of this plan was to 

clean up the Ganga River by reducing and removing pollutio n from cities along its banks. The 

Central Ganga Authority  was founded in 1985, and a Ganga action plan was launched in 1986 

to clean up the Ganga.  

Central Ganga Authority (CGA) : It was created under the Ministry of Environment. The CGA 

was responsible for  the implementation of the Ganga Action Plan  and for establishing future 

policies and programs. It was later renamed the National River Conservation Authority  

(NRCA). 

National Ganga River Basin Authority (NGRBA) : The Government constituted the National 

Gan ga River Basin Authority (NGRBA) in February 2009 under Section 3(3) of the Environment 

Protection Act, 1986 . The NGRBA was a planning, financing, monitoring and coordinating body 
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of the Union and the State Governments. The objective of the NGRBA is to ens ure effective 

abatement of pollution and conservation of the river Ganga by adopting a river basin approach 

for comprehensive planning and management.  

Namami Gange  Programme : It is an Integrated Conservation Mission (approved as ôFlagship 

Programmeõ) launched by the Union Government in June 2014 with budget outlay of INR 20,000 

Crore to accomplish the twin objectives of effective abatement of pollution , and conservation 

and rejuvenation of River Ganga . The Ministry of Jal Shakti  is responsible for its 

imple mentation. The Vision for Ganga Rejuvenation includes restoring the Aviral Dhara  

(Continuous Flow ), Nirmal Dhara  (Unpolluted Flow), Geologic Entity  (protection of geological 

features) and Ecological Entity  (protection of aquatic biodiversity).  

The Nationa l Mission for Clean Ganga  (NMCG) and its State counterpart organisations, known 

as State Program Management Groups (SPMGs), are in charge of putting the programme into 

action. The Main Pillars of the Programme are: (a) Sewerage Treatment Infrastructure; (b) River -

Surface Cleaning; (c) Afforestation; (d) Industrial Effluent Monitoring; (e) River -Front 

Development; (f) Biodiversity (g) Public Awareness; (h)  Ganga Gram.  

National Mission for Clean Ganga(NMCG) : It is a statutory authority  established under the  

National Council for River Ganga (Rejuvenation, Protection and Management) Act, 2016 . 

In 2016, the Government issued a notification to authorise the National Mission for Clean Ganga 

(NMCG) to exercise powers under the Environment (Protection) Act, 1986.  

What are the challenges in cleaning of River Ganga?  

Sewage Treatment : It have been at the centre of Ganga pollution abatement. Despite initiatives, 

there are challenges like delay in new projects because of land acquisition and other procedural 

requirements , poor performance of Sewage treatment plants (STPs) and lack of sewerage network 

in cities. Industries find it easy to dispose their entire waste in the common drain which carries 

both domestic as well as industrial waste into the river. This is due to la x implementation.  

Restoring the Flow : With enough flow, a  river acts as self -purifying system . However, the 

Ganga fails this basic test except during monsoons. So itõs not just about unclean Ganga. It is 

about the existence of Ganga  (or adequate water flo w). Due to restrictions and decrease in flow, 

the velocity of water decreases and siltation increases and the self -purification capacity 

decreases.  

Sludge Control : While the containment of human waste has be largely achieved by Swachh 

Bharat Mission (SBM) through construction of toilet in Ganga grams, its safe disposal still poses 

a huge challenge. Faecal sludge is a bigger pollutant than sewerage. While the BOD of sewage is 

150 -300 mg/l, that of faecal sludge would be 15,000 -30,000 mg/l.  
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Source: Down to Earth  

Cost Overruns : The costs of the programme have increased as a result of delays in multiple 

projects, and ineffective financial management.  

Governance Issues : The Ganga Action Plans lacked the coordination of various Ministries. Lack 

of coordination r esults in faulty execution, delays and cost overruns.  

What more should be done for cleaning of River Ganga?  

Autonomous Agency : Experts contend that National Ganga Council (NGC) should be an 

autonomous agency independent from the Government. Environmental E xperts who are familiar 

with the river should be members of this body rather than bureaucrats because they have more 

relevant experience.  

Improving Flow : The designs of hydroelectric projects can be tweaked in such a manner that 

they consume less water. Le sser storage will improve water -flow downstream restoring the self -

purifying capabilities of the Ganga river. It may raise the cost of the projects but should be done 

for long -term preservation of the Ganga.  

Better Coordination : The National Ganga Council met after ~3 years. More frequent meetings 

will help improve coordination between Ministries and Union and State Governments.  
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Decentralisation : Some critics argue that the Programme is centralized, largely driven by the 

Union Government. Greater involvemen t of State and Local Governments (bottom -up approach) 

can help in better implementation.  

Initiatives by NMCG : Environment Experts have suggested several steps that NMCG can 

undertake for Ganga Rejuvenation like decentralised Sewage Treatment Plants (dSTPs) , develop 

local storages (ponds/wetlands), identify and protect ôriver corridorsõ, restoring base flow through 

groundwater recharge etc.  

 

Source: Down to Earth  

Conclusion  

The Director General of NMCG has said that there has been considerable improvement in the 

status of cleaning of Ganga river. The Central Pollution Control Board and a special cell have 

been monitoring real -time water quality of Ganga. In terms of Dissolved  Oxygen (DO), the entire 

stretch of Ganga meets the standards from Uttarakhand to West Bengal. These are measured at 

nearly 90 stretches. The Biochemical Oxygen Demand (BOD) levels are met in at least 60. The 

Kanpur BOD used to be 10 at one point and now i s 3 -4. So, there is significant improvement. 

Yet, there are many challenges that remain, and Ganga is far from being free of pollution. The 

Government should build on the success of the programme and scale up its efforts till the River 

Ganga is restored to  its pristine glory.  

Syllabus : GS III, Conservation, Environmental Pollution and Degradation.  

Source : Indian Express , Indian Express , Down to Earth , Down to Earth , The Hindu , NMCG  

https://indianexpress.com/article/india/govt-spent-rs-13000-cr-on-cleaning-ganga-since-2014-up-got-highest-outlay-among-states-8353140/
https://indianexpress.com/article/explained/arth-ganga-govts-new-model-rivers-sustainable-development-8111967/
https://www.downtoearth.org.in/blog/water/10-critical-steps-for-ganga-revival-68482
https://www.downtoearth.org.in/coverage/pollution/namami-gange-5-reasons-why-ganga-will-not-be-clean-by-2020-61891
https://www.thehindu.com/news/national/we-have-not-finished-our-mission-but-large-patches-of-the-ganga-are-clean/article38036296.ece
https://nmcg.nic.in/writereaddata/fileupload/0_Website%20MPR%20forMonthofNovember2022.pdf
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India -Nepal Relationship ð Explained, pointwise  

 

Introduction  

India and Nepal share deep social, cultural, strategic, political, and economic ties that have been 

forged over many centuries. However, the relationship has witnessed many up s and downs in 

recent times. The electoral outcomes in the recent elections in Nepal were on the expected lines. 

But the post -election developments have created some uncertainties in India -Nepal Relationship. 

Foreign Policy Experts believe the new developm ents, a hung -Parliament and the post -election 

alliance has thrown new challenges for Indiaõs Policy. 

What are the areas of cooperation in India -Nepal Relationship?  

Defence Cooperation : India has been assisting the modernisation of Nepal Army  (NA) by 

supplying equipment and providing training. Assistance during disasters, joint military 

exercises, adventure activities and bilateral visits are other aspects of Indiaõs defence cooperation 

with Nepal. The ôIndo-Nepal Battalion -level Joint Militar y Exercise SURYA KIRANõ is conducted 

alternately in India and in Nepal. The Gorkha regiments of the Indian Army  are raised partly 

by recruitment from hill districts of Nepal. Currently, about 32,000 Gorkha Soldiers from Nepal 

are serving in the Indian Army . 

Connectivity and Development Partnerships : Indiaõs development assistance to Nepal is a 

broad -based programme focusing on creation of infrastructure at the grass -roots level . 

Various projects have been implemented in the areas of infrastructure , health , water 

resources , education  and rural & community development . 

Two important integrated checks One at Birgunj (Nepal) and another at Biratnagar (Nepal) have 

been built with Indian assistance.  

India has built several hydroelectric projects in Nepal like Pokhra (1 MW), Trisuli (21 MW), 

Western Gandak (15 MW), Devighat (14.1 MW) etc. Agreements have been signed between Satluj 

Jal Vidyut Nigam (SJVN) Ltd and the Nepal Electricity Authority (NEA) for development and 

implementation of 490.2 MW Arun -4 hydropowe r project . The project is expected to generate 

electricity for Nepal, India as well as Bangladesh. The SJVN has 51% share and the NEA has 

49% of the project. Nepal has also extended an invitation to Indian businesses to invest in the 

West Seti Hydropower P roject . 

Power Cooperation : India and Nepal have robust cooperation in the power sector. Three cross -

border transmission lines were completed recently with GoI assistance (400 kV Muzaffarpur -

Dhalkebar line (2016); 132 kV Kataiya -Kusaha and Raxaul -Parwanipur  lines (2017). A total of 

about 600 MW of power is currently being supplied by India to Nepal through different 

transmission lines, assisting Nepal to overcome power shortage . The Government of India has 

granted permission to Nepal Electricity Authority (N EA) in November 2021 to sell its surplus 

energy  under Cross Border Trade of Electricity (CBTE) guidelines . 

Trade and Economic Ties : India remains Nepalõs largest trade partner, with bilateral trade 

crossing US$ 7 billion in FY 2019 -20. India provides trans it for almost the entire third 

country trade of Nepal . Indiaõs export to Nepal has grown over 8 times in the past 10 years 

while exports from Nepal have almost doubled. In FY 2021 -22, it constituted 2.34% of Indiaõs 

exports. In fact, exports from India con stitute almost 22% of Nepalõs GDP. 
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Indian firms are among the largest investors in Nepal , accounting for more than 33% of the 

total FDI stock in Nepal, worth nearly US$ 500 million. India and Nepal have also signed the 

Double Taxation Avoidance Agreement  (DTAA) in November 2011. The bilateral remittance 

flow  is estimated at approximately US$ 3 billion (Nepal to India) and US$ 1 billion (India to 

Nepal).  

New Partnership in Agriculture : In April 2018, the ôIndia -Nepal New Partnership in 

Agriculture õ was launched with a focus on collaborative projects in agricultural research, 

development and education . 

Water Resources Cooperation : A three -tier bilateral mechanism was established in 2008, to 

discuss issues relating to cooperation in water resources , flood management , inundation  

and hydropower  between the two countries. The arrangement has been working well. There are 

specialized committees (like the Joint Team of Experts (JTE) on Saptkosi and Sunkosi projects, 

Joint Committee on Inundation and Flood M anagement (JCIFM) etc.) which implement the 

recommendations of the three -tier mechanism and meet more regularly.  

Educational, people -to -people and Cultural Exchanges : India and Nepal extend visa -free 

entry  in their respective territories to each otherõs nationals. Nearly eight (8) million Nepalese 

citizens live and work in India and around 6,00,000 Indians reside in Nepal.  

Indians account for about 30% of foreign tourists  in Nepal. With a view to strengthen people to 

people exchanges, sister city agreements  have been signed  (Kathmandu -Varanasi, Lumbini -

Bodhgaya, Janakpur -Ayodhya) & India -Nepal Ramayana Circuit  have been launched.  

 International Centre for Buddhist Culture and Heritage : The Centre presents the essence of 

spiritual aspects of Buddhism. The fac ility is aimed at catering to scholars and Buddhist pilgrims 

from all over the world who visit Lumbini . Sampark India -Nepal Alumni network  is an initiative 

which seeks to bring Nepali alumni and students presently pursuing studies in India together 

on a co mmon platform to establish a vibrant alumni network.  

India has offered to set up a satellite campus of the Indian Institute of Technology  (IIT) in 

Rupandehi and has sent some draft memoranda of understanding for signing between Indian 

and Nepali Universiti es. 

MoUs/Agreements have been signed between: (a) Sahitya Kala Akademi (India) and Nepal 

Academy, (b) Doordarshan (India) and Nepal TV, (c) Press Council of India and Press Council of 

Nepal, (d) Lalit Kala Akademi (India) and Nepal Academy of Fine Arts, (e) GoI and Government of 

Nepal for twinning of sister cities Kathmandu -Varanasi, Lumbini -Bodhgaya and Janakpur -

Ayodhya etc.  

The Swami Vivekananda Centre for Indian Culture  was set up in Kathmandu in August 2007 

to showcase the best of Indian culture. The Nepal -Bharat Library  was founded in 1951 in 

Kathmandu. It is regarded as the first foreign library in Nepal.  

Parliamentary Exchanges : In May 2019, the Federal Parliament of Nepal formed ôNepal -India 

Parliamentary Friendship Group õ comprising nine members from both, the House of 

Representatives (Lower House) and the National Assembly (Upper House) of the Federal 

Parliament of Nepal.  

COVID Assistance : As part of COVID -19 assistance, India had supplied more than 23 tonnes of 

medicines and medical equipment to Ne pal on Grant basis during the first wave of COVID -19. 
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The total COVID -19 assistance provided to Nepal is more than US$ 7 million. India also ensure 

uninterrupted supply of Medical Oxygen to Nepal during the peak of the pandemic.  

What the challenges in India -Nepal Relationship?  

Economic : (a) The close cultural and family ties between people from both sides of border meant 

that a lot of India -Nepal trade occurred through network of informal arrangements. Lenders and 

suppliers offered credit based on famil y references. Such informal ties and the simplicity of those 

traditional businesses are now under stress due to transition to formal economy in India. For 

many small and medium Nepali businesses, it is now easier to trade with China because, the 

rules have  made it harder to do business with India; (b) Decline in Indian Investments : Chinese 

investments are replacing Indian investments. In 2019, for instance, China accounted for 

approximately 40% of new FDIs against Indiaõs 30%. 

Territorial Disputes : India -Nepal boundaries had been fixed in 1816 by the British, and India 

inherited the areas over which the British had exercised territorial control in 1947. While 98% of 

the India -Nepal boundary was demarcated, two areas, Susta  and Kalapani  remained in limbo. 

In 2019, Nepal released a new political map claiming Kalapani, Limpiyadhura and Lipulekh  

of Uttarakhand and the area of Susta (West Champaran district, Bihar) as part of Nepalõs 

territory.  

Read More : Kalapani territorial dispute between India and Nepal resurfaced  

Issues with Peace and Friendship Treaty : The 1950 Treaty of Peace and Friendship guaranteed 

Nepali citizens free movement across the border  and legal employment opportunities  in 

India. But now, itõs seen as a sign of an unequal relationship and something that the Indians 

imposed. Since the mid -1990s, Joint Statements have sometimes, but not always, talked about 

the idea of revising and updati ng 

Chinese Interference : Nepal has been moving away from Indiaõs sphere of influence in recent 

years, and China has been filling the void with investments, aid, and loans. China plans to invest 

in Nepalõs infrastructure as part of its ambitious BRI (Belt a nd Road Initiative)  to increase 

global trade. Rising cooperation between Nepal and China threatens Nepalõs status as a buffer 

state between India and China . 

Terrorism : Terrorist organisations and insurgent groups operating in Indiaõs northeast take 

advanta ge of the porous and poorly patrolled border between India and Nepal  to smuggle in 

weapons, ammunition, trained cadres, and counterfeit Indian currency, all of which pose serious 

security risks to India.  

Trust Issues : The trust gap between India and Nepal has grown over time due to Indiaõs 

notoriously slow pace of project implementation. Some Nepalese ethnic groups dislike India 

because they think that India meddles too much in Nepalõs politics and interferes with their 

political sovereignty.  

What should be  done to further strengthen India -Nepal Relationship?  

Strengthening Economic Relation : With China now a factor directly or indirectly influencing 

India -Nepal relations, the Government must act swiftly to remove challenges blocking economic 

engagements. The y must allow people across the borders to share in each otherõs growth just as 

they did before. There is a need to revitalise the socio -economic network which was the main 

driver of investments in the past.  

https://blog.forumias.com/kalapani-territorial-dispute-between-india-and-nepal-resurfaced/
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Constructive Discussions for Resolving Border Dis putes : Rather than engaging in heated 

rhetoric about territorial nationalism, it is important to lay the groundwork for a dialogue  in 

which both parties show respect and consideration for one another while investigating what is 

realistically possible. For the Neighbourhood First Policy  to take hold, India needs to be a 

considerate and generous partner. International law on Trans -boundary Water Disputes will be 

used to guide diplomatic talks about how to solve the problem. The boundary dispute resolution 

between India and Bangladesh should serve as a model.  

Raising Awareness About Nepal : India needs to step up its interactions with Nepal on all fronts 

(political, administrative, and interpersonal) in order to better serve both countries. India should 

stick to  its policy of staying out of Nepalõs domestic affairs. 

Investments : India should step up its investments in Nepal. The focus should be on faster 

completion of projects. Projects benefiting local people will help create goodwill for India. This 

will also f orce the Left parties in Nepal to curb their anti -India rhetoric.  

Conclusion  

India and Nepal share age old civilisational  ties. Nepal is crucial for Indiaõs economic and 

strategic interests. A friendly and favorable Nepal will act as a vital buffer between India and an 

increasingly aggressive China. The Government of India should constructively engage with new 

regime in Nepa l and work towards greater cooperation on multiple dimensions. This will be in 

favor of Indiaõs long term interests. 

Syllabus : GS II, India and its neighbourhood relations.  

Source : The Hindu , ORF , The Diplomat , MEA  

 

Green Hydrogen Mission ð Explained, pointwise  

 

Introduction  

The Union Cabinet has formally approved the National Green Hydrogen Mission . The Mission 

has stated aims of making India energy independent  and a global hub for the production of 

green hydrogen , along with decarbonising major sectors of the economy . The Mission has 

an outlay of INR 19,744 crore. Green Hydrogen is being considered as one of the vital avenue for 

energy transition away from fossil fuels, for both the mobility (transportation) and industrial 

sectors. Many breakthroughs have been made in the Green Hydrogen Technology, yet many 

challenges remain for scal ing -up the utilization and adoption of Green Hydrogen technologies. 

Hence, a mission -mode approach through the Green Hydrogen Mission is a welcome step.  

What is Green Hydrogen?  

Hydrogen is the lightest element  found in nature. In standard conditions it exi sts as a gas  of 

diatomic molecules (H 2). Hydrogen is the most abundant chemical substance in the universe , 

constituting roughly 75% of all normal matter. Stars including the Sun, are mainly composed of 

hydrogen. (though in the plasma state instead of gaseo us state). The hydrogen gas can act as a 

useful fuel. Its combustion with oxygen releases a lot of energy  and produces water as 

byproduct . Hence, it is more environment -friendly as it does not produce carbon -dioxide 

(produced by combustion of fossil fuels)  and thus does not contribute to climate change.  

There are several ways to produce Hydrogen on industrial scale (large -scale). These include 

steam reforming of natural gas , oil reforming , or c oal gasification . A small percentage is also 

https://www.thehindu.com/opinion/lead/stabilising-ties-with-nepal-in-uncertain-times/article66343246.ece
https://www.orfonline.org/expert-speak/the-challenges-facing-india-nepal-ties-69458/
https://thediplomat.com/2022/06/india-nepal-diplomatic-relations-at-75-full-of-contradictions/
https://www.indembkathmandu.gov.in/page/about-india-nepal-relations/
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produced using more energy -intensive methods such as the electrolysis of water . The hydrogen 

produced via these methods have been given various different names in order to distinguish them 

in terms of their carbon footprints.  

Grey Hydrogen  is traditionally  produced from methane (CH4), split with steam into carbon -

dioxide (CO 2, Green House Gas) and hydrogen. Grey hydrogen is increasingly being produced 

from coal, with significantly higher CO 2 emissions per unit of hydrogen produced . It is 

produced at industr ial scale today. It has no energy transition value.  

Blue hydrogen  follows the same process as grey , with the additional technologies necessary 

to capture the CO 2 produced  (when hydrogen is split from methane (or from coal)) and store it 

for long term . It i s not possible to capture 100% of the CO 2 produced and not all means of 

storing it are equally effective in the long term.  

Green hydrogen  is defined as hydrogen produced by splitting water into hydrogen and 

oxygen using renewable electricity.  

  

 

Source: WEF, IRENA  

Read More : Green Hydrogen: Potential, Issues and Solutions ð Explained, pointwise  

What are the benefits of Green Hydrogen?  

Net Zero Transition : The use of hydrogen  in combustion has zero GHG emissions. Since, 

renewable energy is used in producing the Green Hydrogen, the entire chain (production to 

consumption) has very low GHG emissions (in contrast to Grey Hydrogen). Thus Green Hydrogen 

is vital to Net Zero transit ion. It can be utilized to decarbonize the heavy industry, long haul 

freight, shipping, and aviation sectors. Governments and industry have both acknowledged 

Green Hydrogen as an important pillar of a Net Zero economy . 

Clean Energy Solution : (a) Energy Storage Solution : Hydrogen is emerging as one of the 

leading options for storing energy from renewables . Hydrogen -based fuels can potentially 

transport energy from renewables over long distances; from regions with abundant energy 

resources, to energy -inten sive areas thousands of kilometers away; (b) Versatility : Green 

https://blog.forumias.com/green-hydrogen-explained-pointwise/
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Hydrogen can be transformed into electricity or synthetic gas and used for commercial, industrial 

or mobility purposes.  

 

Source: WEF, IRENA  

Availability of Water : Green Hydrogen can be produc ed from water which has abundant 

availability.  

What are the challenges in scaling up adoption of Green Hydrogen?  

High Cost : The process of production of hydrogen using electrolysis consumes a lot of energy. 

The process uses high end -technological Electrolysers . Electrolysers are devices that use 

electricity to split water into hydrogen and oxygen and are expensive . Hence, the cost of 

production of Green Hydrogen is high.  

High Energy Consumption: The production of hydrogen in general and green hydro gen in 

particular requires more energy than other fuels.  

Safety Issues : Hydrogen is a highly volatile  and flammable element  and extensive safety 

measures  are therefore required to prevent leakage and explosions.  



7 PM COMPILATION                                                                                                         JANUARY, 2023 
 

Created with love Ῠ by ForumIAS- the knowledge network for civil services. 
Visit academy.forumias.com for our mentor based courses. 

 

 

What steps have been taken to promote Green Hydrogen?  

India  

National Green Hydrogen Mission :  The intent of the Mission is to incentivise the commercial 

production of green hydrogen  and make India a net exporter of Green Hydrogen by creating 

opportunities for exports . The Mission is also aimed at decarbonisation of the energy sector  

and use in mobility applications  in a bid to lower the dependence on imported fossil fuels ; 

and to develop indigenous manufacturing capacities . It will also help in creating employment 

opportunities; and developing new te chnologies such as efficient fuel cells.  

The mission has laid out a target to develop Green Hydrogen production capacity  of at least 

5 MMT (Million Metric Tonne) per annum. This is alongside adding renewable energy capacity of 

about 125 GW (gigawatt) in th e country.  

The Government hopes that by 2030, the Mission will help bring in investments worth INR 8 

trillion and create over six lakh jobs. With implicit subsidy support and a Government -backed 

R&D push , the plan is to target lower costs of renewable powe r generation and to bring down 

the costs of electrolysers  to make the production of Green Hydrogen cost -competitive . 

There are two umbrella sub -missions under the Green Hydrogen Mission: (a) Strategic 

Interventions for Green Hydrogen Transition Programme  (SIGHT) will fund the domestic 

manufacturing of electrolysers and produce Green Hydrogen; (b) To support pilot projects  in 

emerging end -use sectors and production pathways. States and regions capable of supporting 

large scale production and/or utilisation o f hydrogen will be identified and developed as Green 

Hydrogen Hubs . 

INR 17,490 crore has been earmarked for the SIGHT programme, INR 1,466 crore for pilot 

projects and hydrogen hubs, INR 400 crore for R&D and INR 388 crore for other parts of the 

Mission.  

Green Hydrogen Policy : The Government had launched the Green Hydrogen Policy, 2022 in 

February 2022 that envisages to build a prominent role for clean fuels in the countryõs fossil 

fuel -dominated energy mix.  

Read More : Green Hydrogen Policy ð Explained, pointwise  

Other Initiatives (States/PSUs) : (a) Kerala has set up a high -level working group for its own 

Hydrogen Economy Mission  to devise a strategic roadmap, policy formulations, and 

impl ementation plans for facilitating investments in green hydrogen and making the State òa 

green hydrogen hubó; (b) In April 2022, state -owned Oil India Limited commissioned Indiaõs first 

99.99% pure Green Hydrogen plant in Jorhat, Assam .; (c) Indian Oil Corp oration Ltd has set up 

an R&D centre, in collaboration with Tata Motor Limited. The Centre had earlier carried out trials 

of hydrogen fuel cell buses  

Private Sector Initiatives : Companies such as Reliance Industries Ltd, Adani Enterprises, JSW 

Energy, and Acme Solar have plans to tap the Green Hydrogen opportunities. Adani Group has 

announced in June that it will collaborate with Franceõs Total Energy to jointly create the òworldõs 

largest green hydrogen ecosystemó. US-based Ohmium International has commiss ioned Indiaõs 

first Green Hydrogen Electrolyzer Gigafactory to manufacture Indian -made Proton Exchange 

Membrane (PEM) hydrogen  electrolyzers  in Karnataka.  

https://blog.forumias.com/green-hydrogen-policy/
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Global Initiatives  

(a) The Green Hydrogen Catapult , a United Nations  initiative to bring down the cost of Green 

hydrogen has announced that it will increase its goal for green electrolysers from 25 gigawatts 

set last year, to 45 gigawatts by 2027; (b) The European Commission  has adopted a set of 

legislative proposals to de carbonize the EU gas market by facilitating the uptake of renewable 

and low carbon gases, including hydrogen; (c) The UAE  had declared new hydrogen strategy 

aiming to hold a fourth of the global low -carbon hydrogen market by 2030; (d) Japan  announced 

it wi ll invest US$ 3.4 billion from its Green Innovation Fund to accelerate research and 

development and promotion of hydrogen use over the next 10 years.  

What more steps can be taken to scale -up production/adoption of Green Hydrogen?  

First , To gain access to a consistent supply of components, India must improve the 

manufacturing capabilities and skill levels  of its small and medium -sized manufacturing 

enterprises  (SMEs).  

Second , There is a need to build a transmission network  capable of deliver ing hydrogen from 

supply -spots to industrial centres across the country.  

Third , Although India has the potential to become a leading producer of Green Hydrogen, there 

is a lack of requisite infrastructure  to fully realise this vision. It is necessary to bu ild supply 

chains  in the form of pipelines, tankers, intermediate storage, and last -leg distribution networks 

etc.  

Fourth , Incentives  must be announced in order to persuade enough industrial hydrogen users 

to switch to Green Hydrogen . 

Fifth , It is imperati ve to implement an effective skill development programme  to ensure that 

lakhs of workers are adequately trained to adapt to a viable Green Hydrogen economy.  

Conclusion  

Shift to Green Hydrogen based economy requires a mission mode approach to ensure quick 

t ransition without any disruption. The Green Hydrogen Mission is a foresighted initiative in this 

regard. The focus should be on effective implementation with the target oriented approach. The 

Green Hydrogen Mission may be single biggest initiative in trans ition of the economy to Net Zero.  

Syllabus : GS III, Infrastructure: Energy; GS III, Conservation.  

Source : Indian Express , The Hindu , The Hindu , MoneyControl , WEF  

 

Establishing Campuses of Foreign Universities in India ð Explained, pointwise  

 

Introduction  

The regulator for higher education in India, the University Grants Commission (UGC) has 

released draft regulations to allow foreign universities to establish campuses in India. The UGC 

has sought comments and feedback from the public. The regulations are expected to be notified 

by end of January 2023. Th e move has been welcomed, with expectations that campuses of 

foreign universities in India will help in enhancing the quality and standards of higher education 

in India. However, many experts have opined that previous such moves have failed to achieve 

desi red results. The result of these regulations will depend on several factors including the 

autonomy granted to foreign universities.  

https://indianexpress.com/article/explained/indias-green-hydrogen-push-national-green-hydrogen-mission-8361850/
https://www.thehindu.com/business/Industry/explained-indias-plan-to-develop-green-hydrogen/article66343637.ece
https://www.thehindu.com/news/national/centre-approves-national-hydrogen-mission-aiming-to-make-india-global-hub-for-green-hydrogen-production/article66337456.ece
https://www.moneycontrol.com/news/business/economy/mcexplains-what-is-national-green-hydrogen-mission-and-what-is-indias-policy-9818251.html
https://www.weforum.org/agenda/2021/12/what-is-green-hydrogen-expert-explains-benefits/
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What are the salient features of UGC Regulations on Foreign University Campuses in India?  

Eligibility : Two types of Foreign Higher Education Institutions (FHEIs) can apply to establish 

campuses in India: (a) Universities that are in the top 500 global rankings (either overall or 

subject -specific rankings); (b) Institutions of repute in their home countries.  

Approvals : The UGC w ill set up a permanent committee to look into questions about how FHEIs 

can set up and run campuses in India. The panel will look at each application based on merits , 

including the credibility of the educational institutions , the programmes to be offered , their 

potential to improve educational opportunities in India , and the proposed academic 

infrastructure . The Committee will make recommendations within 45 days. After the approval, 

the FHEI has to establish campus in India within 2 years.  

Criteria for Admi ssion and Fees : FHEIs will be free to set and change their admissions 

process and criteria . They can admit both domestic and international students. The fee 

structure should be transparent and reasonable . The institution will have to put the 

prospectus on its website at least 60 days before the start of admissions. The prospectus will 

include information about fees, refunds, number of seats in a program, eligibility criteria and 

admission process etc. Based on an evaluation, the FHEI may give full or partia l need -based 

scholarships  from funds like endowment funds, donations from the alumni, tuition, and other 

sources.  

Faculty : FHEI will have the freedom to hire faculty and staff from India and other countries , 

as long as they follow the rules for hiring. It may decide the qualifications for hiring faculty 

and staff, their remuneration and other terms of the job. The FHEI has to ensure that the faculty 

hired have the same qualifications as the main campus in the home country . It shall ensure 

that the foreign f aculty appointed to teach at the Indian campus shall stay at the campus in 

India  for a reasonable period . 

Protecting the Interests of Students : FHEI cannot stop a course or programme or close the 

campus without first getting permission from the Commission.  If a course or programme is 

interrupted or stopped, it is the FHEIõs responsibility to find an alternative for the affected 

students . FHEI shall have a mechanism to address studentsõ grievances. However, the students 

may appeal to UGC if the Institution d oes not redress their grievances.  

Equivalence with degrees given by Indian HEIs : The qualifications given to students on the 

Indian campus must be the same as the qualifications given by the FEHI on the main campus 

in the home country. The qualifications g iven out under the rules will be the same as any similar 

degree given out by an Indian higher education institutions.  

Securing National Interest : FHEIs must not offer any programme or course that puts Indiaõs 

national interest or higher education standards  at risk . The way FEHIs work canõt go against 

Indiaõs sovereignty and integrity, the Stateõs security, good relations with other countries, public 

order, decency, or morality.  

Working of Finances : The Foreign Exchange Management Act (FEMA), 1999 and its ru les must 

be followed for movement of money across borders, keeping foreign currency accounts and 

making payments etc. FHEI must submit an annual report with information about the 

programmes it offers, the number of students enrolled, and the qualifications  they receive etc.  
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What are the benefits of establishing Foreign University Campuses in India?  

Internationalisation of Higher Education : Allowing foreign universities to establish campuses 

in India would aid in the internationalisation  of higher education. As stated in the NEP 2020, òA 

legislative framework will be put in place to facilitate such entry, and such universities will be 

given special treatment in terms of regulatory, governance, and content norms on par with other 

autonomou s institutions in Indiaó. 

Quality of Education : Due to competition between FHEIs and Indian institutions, there will be 

an enhancement in the quality of education and the overall talent pool.  

Beneficial for Students : The Government recently told the Rajya Sabha that 11.3 lakh Indian  

students were studying abroad. Various reports estimate the annual spending to be between 

US$ 13 -30 billion every year. One report has estimated that Indians would be spending US$ 80 

billion annually for studies abroad by 2024 -25. Presence of campuses of foreign universities may 

ease the tendency to shift abroad for higher studies. This will help reduce the need for foreign 

exchange.  

Attract Foreign Students : Campuse s of reputed FHEIs will attract foreign students. This will 

help in exchange of ideas and cultures. It will prove beneficial to Indian students helping them 

to develop a more holistic outlook with global perspectives.  

Boost Research : The enrolments in M.Ph il and PhD courses is very low. It is expected that 

campuses of reputed FHEIs will improve enrolments in research courses and help improve the 

ecosystem in India.  

 

Source: Business Standard  

https://mea.gov.in/Images/CPV/ru396_new1.pdf
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What are the concerns with the UGC Regulations?  

First , Some  experts contend that the national security clause is too restrictive in nature . The 

FHEIs may be reluctant to enter India because it may impact academic autonomy. However, any 

aggrieved party will have the right to approach the Judiciary.  

Second , Earlier regulations released by the Government (October 2022) regarding establishing 

campuses by Foreign Universities in the GIFT City  (Gandhinagar) were exempted from the 

regulations set by the UGC. Two set of regulations may result in confusion . 

Third , According  to some education experts, the regulations have not elaborated about certain 

aspects that are applicable to Indian Universities  like academic bank of credits, multiple entry 

and exit system, up to 40% online delivery along with the issue of reservations i n admissions . 

Fourth , there are multiple ôglobal rankingsõ like the QS, Times Higher Education, Financial 

Times Rankings etc. The regulations have not elaborated which rankings shall be considered for 

eligibility criteria (top 500).  

Fifth , the Regulations will also allow Institutions of repute in their home countries (not in top 

500 in Global Rankings). Repute has a subjective interpretation  and has not been elaborated.  

What are the challenges in establishing Campuses of Foreign Universities in India?  

Affor dability : FHEIs may prefer to hire foreign faculty. Also they have autonomy in deciding the 

tuition fee. This may impact the affordability, making access to these institutions limited to the 

elite. Students from non -affluent families may have to rely on ed ucation loans.  

Infrastructure Funding : The FHEIs may be reluctant to acquire real estate to establish big 

campuses. Acquisition of land is anyway a contentious issue in India with several instances of 

prolonged delays and litigations . The Government may ha ve to step -in to facilitate land 

acquisition.  

Faculty Restraints : FHEIs have to ensure that the education they impart do not violate Indiaõs 

national interests including on grounds like sovereignty and integrity, public order, decency, or 

morality etc. Som e of the terms like morality and decency are subjective based on cultural 

differences. This may make foreign faculty reluctant to join Indian campuses.  

Attracting Top Universities : FHEIs will set up campuses only if they find it as a lucrative option. 

Very  few top ranked FHEIs have foreign campuses (e.g., very few US Universities have campuses 

in the EU) even in countries with relative much liberal standards than in India.  

Political Interference : Higher Educational Institutions in India are vulnerable to po litical 

interference including on issue of appointments to senior administrative positions. It will need 

to be ensured that FHEIs do not face such issues in India.  

Expertise : Some critics argue that UGC Officials lack the experience and expertise in dealin g 

with FHEIs. Issues of yearly review, campus visits, and other forms of monitoring and 

intervention may pose some challenges.  

Level Playing Field : FHEIs can be for -profit institutions and theyõll be allowed to repatriate 

surplus funds abroad. Indian publi c HEIs are not ôfor-profitõ and have to reinvest the surplus. 

This will put FHEIs on a different pedestal than Indian HEIs.  
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What should be done to improve quality of Higher education in India?  

First , As committed in NEP -2020, the Government should cater to  the needs of a large section 

of Indian society termed ôSocio -Economically Disadvantaged Groups -SEDGsô that include 

women, transgenders, SCs, STs, OBCs, EWS, differently abled, migrants and geographically 

disadvantaged groups.  

Second , Many private universi ties from India have shown great potential to innovate and become 

renowned globally. Such universities should be given a free hand on par with FHEIs  in regard 

to autonomy, favourable regulations, taxation etc.  

Third , Political interference in Universities must be checked. UGC regulations may be relaxed to 

grant greater academic autonomy to Universities . 

Fourth , There is an urgent need for increased funding , along with establishing dedicated 

funding streams for infrastructure  grants/loans and financial aid. Universities can also be 

freed up to utilise other revenue streams such as start -up royalties and advertising.  

Fifth , Funding for research needs to rise significantly , with institutions like the NRF 

supplementing existing schemes (including those from the Ministry of Science). Funding should 

also be allocated to enable course -based research experiences for undergraduates  

Conclusion  

The UGC Regulations on establishing Campuses by Foreign Universities in India is a welcome 

move. If regulations are successful in attracting FHEIs, it will have several benefits like increased 

competition, quality and improving R&D ecosystem. However, the real challenge is getting the 

FHEIs establish campuses in India. Several such initiatives in the past have failed to achieve 

desired results. Indiaõs position (especially in terms of economy) globally has changed a lot in 

recent times. So FHEIs may find India more favorable than 2 decades ago. However, only time 

will tell the success or failure of UGC initiative in attracting FHEI s to India.  

Syllabus : GS II, Issues relating to development and management of Social Sector/Services 

relating to Education.  

Source : Indian Express , Indian Express , The Hindu , Business Standard , 

 

The Supreme Courtõs Judgment on Freedom of Speech of Ministers ð Explained, 

pointwise  

 

Introduction  

In 2016, a Minister in the then Uttar Pradesh Government had made unsavoury remarks against 

a victim of sexual assault. In the ensuing litigation ( Kaushal  Kishore vs State of Uttar Pradesh ), 

the Supreme Court considered the issue of freedom of speech of the Ministers and Legislators. 

The Supreme Courtõs Judgment (regarding Freedom of Rights of Ministers) has now ruled that 

no further curbs could be imposed on the fundamental right to freedom of speech and expression. 

The Supreme Court has held that the existing eight òreasonableó restrictions under Article 19(2) 

of the Constitution are exhaustive. A statement made by a Minister, (including MLAs and MPs),  

can not be attributed vicariously to the Government  even when applying the principle of 

collective responsibility . 

https://indianexpress.com/article/explained/foreign-universities-india-campus-8366318/
https://indianexpress.com/article/education/foreign-educationists-cite-problems-faced-by-universities-in-setting-up-centres-in-india-8162353/
https://www.thehindu.com/education/explained-can-foreign-universities-set-up-campuses-in-india-now/article66354399.ece
https://www.business-standard.com/article/education/statsguru-opening-door-to-foreign-universities-to-set-up-campuses-in-india-123010800452_1.html
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What is the Fundamental Right to Freedom of Speech?  

The Constitution of India guarantees all citizens the  right to freedom of speech and 

expressi on under the Article 19(1)(a) . In the Preamble of the Constitution, there is a solemn 

resolve made to secure to all of its citizenry liberty of thought and expression . 

The right is available only to the citizens of India. Article 19(1)(a) guarantees the ri ght to express 

oneõs opinions on any issue through any medium, including speech, writing, printing, pictures, 

films and movies.  

However, the exercise of this right is not absolute and is subject to reasonable restrictions , 

as outlined in Article 19(2) of t he Constitution of India. These restrictions are: (a) Sovereignty 

And Integrity of India; (b) Security of the State; (c) Friendly relations with Foreign States; (d) 

Public Order; (e) Decency and Morality; (f) Contempt of Court; (g) Defamation; (h) Inciteme nt to 

an offence.  

The Legislature (Parliament) can frame laws to impose these reasonable restrictions . Several 

provisions of the Indian Penal Code (IPC) have such restrictions like Section 124A  (Sedition), 

Section 153A  (Promoting enmity between groups), Section 295A  (Hurting religious feelings) etc.  

What is the Supreme Courtõs Judgment regarding Freedom of Speech of Ministers? 

The main questions before the Constitution Bench were:  

(A) Whether the Court can impose restrictions on the right to freedom of sp eech and expression 

beyond the present restrictions provided under Article 19(2) of the Constitution?  

(B) Can a Fundamental Right under Article 19 and Article 21 of the Constitution, can be claimed 

against anyone other than the ôStateõ or its instrumentalities ? 

(C) Whether the State is under a duty to affirmatively protect the right of the citizens under 

Article 21 of the Constitution even if it is against a threat to the liberty of the citizen by the acts 

(or omissions) of another citizen or p rivate agency?  

(D) Whether the statement of a Minister, traceable to any affairs of the State, should be 

attributed vicariously to the Government  itself for not keeping in mind the principle of 

collective responsibility?  

Vicarious Liability  is a situation in which one party is held partly responsible for the 

unlawful actions of a third party . The third party also carries their own share of the liability. 

The word òvicariousó is used to describe the fact that the liability imposed is indirect . 

(E) Whether a Statement made by a Minister, which is inconsistent with the Fundamental Rights 

granted under Part III of the Constitution, constitutes as a violation of such Fundamental Rights 

and is actionable as ôConstitutional Tortõ (civil wrong)? 

A Constit utional Tort is a violation of a personõs Constitutional rights by an agent of the 

Government, acting in his/her official capacity. It is a legal tool that allows the State to be held 

vicariously accountable over the actions of its agents.  

Majority Opinio n  

The majority of the SC Bench (4:1) held that collective responsibility is that of Council of 

Ministers. Each individual Minister is responsible for the decisions taken collectively by 

the Council of Ministers . The flow of stream in collective responsibil ity is from the Council of 
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Ministers to the individual Ministers . The flow is not on the reverse . (i.e., from the individual 

Ministers to the Council of Ministers).  

The Court also elaborated that: (a) The concept of collective responsibility is essentially  a 

political concept ; (b) The collective responsibility is that of the Council of Ministers; (c) Such 

collective responsibility is to the House of the People/Legislative Assembly of the State . 

Such responsibility is related to decisions taken by the Council of Ministers. It is not possible 

to extend this concept of collective responsibility to any and every statement orally made 

by a Minister outside the House of the People/Legislative Assembl y . 

Thus a statement made by a minister, even if traceable to any affairs of the State or for protecting 

the Government, cannot be attributed vicariously to the government  by invoking the principle 

of collective responsibility. (Question D).  

The Court said that there are no additional restrictions that can be imposed on peopleõs 

right to free speech  other than those that are listed in Article 19(2) of the Constitution. 

(Question A).  

The SC also held that a fundamental rights under Article 19 and Article 21 c an be enforced even 

against persons other than the State or its instrumentalities . (Question B).  

The State is under a duty to affirmatively protect the rights of a person under Article 21 whenever 

there is a threat to personal liberty even by a private act or . (Question C).  

A mere statement made by a Minister, inconsistent with the rights of a citizen, may not 

constitute a violation of constitutional rights  and become actionable as a constitutional tort. 

However, if as a consequence of such a statement, any act of omission or commission is done by 

the officers resulting in harm or loss to a person/citizen, then the same may be actionable as a 

constitutional tort. (Question E).  

 

Source: The Times of India  
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What is the dissenting view?  

Justice BV Nagarathna  gave a dissenting Judgment. She had a differing view on the collective 

responsibility. She opined that it possible for a Minister to make statements in two different 

capacities: Personal and Official (as a delegate of the Government).  

In case of statement s made in personal capacity, no vicarious responsibility  may be attributed 

to the Government  itself. If such statements are stray opinions of an individual Minister, and 

are not consistent with the views of the Government, then they shall be attributable p ersonally 

and not to the Government.  

The statements made in official capacity may be traced to any affair of the State or may be made 

with a view to protect the Government. If such statements are derogatory, and represent not only 

the personal views of the  individual Minister but also embody the views of the Government, then 

such statements can be attributed vicariously to the Government  itself, especially in view of 

the principle of collective responsibility . Thus the attribution is contingent on the state ment 

made in personal or official capacity.  

Justice Nagarathna also held that while Constitutional courts can be approached in Habeas 

Corpus matters, the remedy for violation of other rights by private citizens would lie with the 

common law courts. She poi nted out that the SC had laid down in the past that the remedy for 

violation of a common law right by a private person lies under the common law and not under 

the Constitution.  

She also observed that it is for Parliament in its wisdom to enact a legislatio n or code to restrain 

citizens , in general, and public functionaries , in particular, from making disparaging  or 

vitriolic remarks against fellow citizens . It is also for the respective political parties to 

regulate and control the actions and speeches of i ts functionaries and members . This could 

be through enactment of a code of conduct , which would prescribe the limits of permissible 

speech by functionaries and members of the respective political parties  

Conclusion  

Constitutional experts have praised the S upreme Courtõs Judgment of Freedom of Speech of 

Ministers. The Court has done well not to put any additional restrictions on the freedom of 

speech. However, as observed by Justice Nagarathna, the onus is on the Parliament and the 

political parties to ensur e that the freedom is not violated to indulge in acts of hate speech.  

Syllabus : GS II, Indian Constitution: Features, Significant Provisions; GS II, Parliament and 

State Legislatures: Powers and Privileges and issues arising out of these.  

Source : Indian Express , Indian Express , The Times of India , The Times of India  

 

Remote Voting: Benefits and Challeng es ð Explained, pointwise  

 

Introduction  

In the last week of December 2022, the Election Commission of India (ECI) wrote to the major 

political parties. Through the letter, the Commission invited the parties to attend to attend a 

demonstration of the prototype Remote Voting Machine (RVM) on Janua ry 16, 2023. The 

Commission has also asked them to send in their comments by January 31, 2023. It is expected 

that the remote voting facility will improve electoral turn -outs by enabling migrants in different 

parts of India to vote, without having to physi cally visit the voting booths in their home 

https://indianexpress.com/article/india/no-additional-restrictions-against-free-speech-rules-supreme-court-8357967/
https://indianexpress.com/article/explained/supreme-court-rules-no-restrictions-free-speech-8357979/
https://timesofindia.indiatimes.com/india/right-to-free-speech-cannot-be-curtailed-further-supreme-court/articleshow/96720155.cms
https://timesofindia.indiatimes.com/india/what-the-dissenting-sc-judge-said-on-right-to-free-speech-and-life/articleshow/96761281.cms
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constituencies. At the same time there are concerns related to the integrity of the process, which 

is absolutely essential to ensure free and fair elections. Hence, it important to take a cautious 

approach, consu lt all stakeholders and take them on -board before the launch of the remote 

voting facility.  

What is Remote Voting ?  

Remote Voting refers to all means which allow electors to vote from locations other than the 

polling station assigned to the location where they are registered to vote . The remote voting 

location can be either abroad or from within the country. It comprises both electronic voting  

and non -electronic voting mechanisms . 

There have been demands from various political parties that the ECI should en sure that migrant 

workers and NRIs (Non -Resident Indians) who miss out on voting should be allowed to vote for 

their constituency from the city they are working in. Many such voters arenõt able to visit their 

home constituency to vote because of multitude of reasons including professional commitments, 

cost of travelling etc.  

How is the Remote Voting proposed to be implemented in India?  

The ECI has come up with a prototype Remote Voting Machine (RVM). It is a modified version of 

the existing Electronic Votin g Machine (EVM). The RVM has been developed with the assistance 

of Bharat Electronics Limited (BEL) and the Electronics Corporation of India Limited (ECIL).  

Hardware and Voting Process  

The RVMs are ôstand alone, non -networked systems ô, effectively providing the voter the same 

experience as currently used EVMs. They will be set up in remote locations outside the State 

under similar conditions as current polling booths.  

The unique feature of RVMs is that a single Remote Ballot Unit (RBU) can cater to multiple  

constituencies  (up to 72) by using a ôdynamic ballot display boardõ instead of the usual printed 

paper ballot sheet on the EVMs . 

Based on the constituency number read from the voterõs Constituency card, the Ballot Unit 

Overlay Display  (BUOD)  will display the required candidates. These cards will be read using a 

barcode scanning system.  

After verifying a voterõs identity, their constituency card will be read with a public display showing 

the constituency details and candidates. This will also be displayed privately, on the BUOD in 

the RVMõs RBU. The voter will then vote and each vote will  be stored constituency -wise  in 

the control unit of the voting machine . 
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Source: The Hindu  

Process of Registration  

The remote voter will have to pre -register  for the remote voting facility  by applying online 

or offline with the Returning Officer of the home constituency. The special polling stations would 

then be set up in the places of current residence of the remote voters.  

Security  

According to the ECI, the RVM, like the EVM, would not b e connected to the internet . The 

Returning Officer (RO) in the remote location will load the symbols of candidates into the unit 

using a laptop. These laptops would not be connected to the internet. Representatives of political 

parties and candidates would  be invited to be present when the symbols are loaded onto the 

unit. The symbols would be visible on a display unit for all to see. This will ensure that the 

process is transparent and is not susceptible to manipulation.  
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Source: The Times of India  

What a re the benefits of Remote Voting?  

Disenfranchisement of Voters : There are an estimated 600 million internal migrants as of 

2020(450 million according to Census 2011). Approximately 85% of migration is within the 

States. Internal migration happens for vario us reasons including employment, education and 

marriage. Migration is considered to be a major reason behind the disenfranchisement of voters 

as they are unable to visit home constituency to cast their ballot.  

Voting Turnout : The electoral turn -out has imp roved since the time of the first General 

Elections. The First General Elections (1951 -52) witnessed turn -out of 45.7%. In 1960s -70s, the 

turn -out used to be between 50 -60% (61.3% in 1967). In 2014 and 2019 General Elections, the 

turn -out touched 66.44% an d 67.40% respectively. Yet, almost 33% voters failed to cast their 

vote. In 2019, this translated to almost 300 million (30 crore) registered voters failing to exercise 

their democratic right.  

Promote Inclusion : Remote voting solutions can help facilitate voting for voters who are unable 

to travel far because of factors like old age or disability.  

What are the challenges associated with Remote Voting?  

Legal : (a) Amendments will be needed in Representation of the People Act, 1950 and 1951; 

Conduct of Electio n Rules, 1961; and The Registration of Electors Rules, 1960; (b) The ôMigrant 

voterõ will need to be defined in terms of period and purpose of absence ; (c) The process of 

Remote voting itself will need to be defined as whether ôremotenessõ means outside the 

Constituency, District  or State . 

Administrative : There are several challenges like: (a) Requirement of comprehensive migrant 

database  and enumerating remote voters; (b) Ensuring secrecy of voting  at remote locations; 

(c) Preventing impersonation; (d) Deciding number and location of remote polling booths; (e) 

Appointing polling personnel for remote polling stations; (f) Implementing model code in locations 

outside the poll -bound State; (g) Creating awareness about the remote voting facility among poor 
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and illiterate migrant voters; (h)  Placing remote voting in the electoral concept of territorial 

constituencies or demarcated areas in States for equal representation of votes.  

Technological : (a) Familiarising voters with multi -constituency RVM; (b) Counting v otes cast at 

remote booths and transmitting results to returning officers in poll -bound State.  

What are the major concerns related with Remote Voting in India?  

Might favour Big National Parties : Smaller regional parties may lack enough cadre strength to 

deploy at remote voting locations, for political canvassing as well as monitoring the remote voting 

process. National Parties are better placed in this regard having nation -wide cadre of political 

workers. Allowing Remote Voting across the country for State Assembly elections will deny 

opportunity to regional parties to send in their nominees to booths.  

Urban Apathy : Experts attribute low turn -out typically to ôurban apathyõ, ôyouth apathyõ and 

ômigration-based disenfranchisementõ. Voting turn-out has been low in urban/metropolitan 

areas despite low out -migration from these regions. Remote voting will be able to address only 

the 3rd reason of the above.  

Union -State Rights : The ECI plans to bring in a common electoral roll that can be used for 

elections to th e Lok Sabha, State Assemblies, and Local Bodies. Opposition Parties contend that 

this would impinge on the federal rights of the States since the preparation of electoral rolls come 

under the exclusive domain of the State Election Commissions.  

Concern rais ed by ECI: ECI has also expressed concern that several things have to be defined 

like ômigrant voterõ, ôordinary residenceõ, ôtemporary absenceõ etc. Procedural issues like 

Implementation of MCC in remote States need to be sorted.  

What should be the approach going ahead?  

First , It is critical that any system of remote voting take into account the trust and acceptability 

of all stakeholders in the electoral system including voters and political parties. Political 

consensus is a must before the introduc tion of Remote Voting.  

Second , The issue should be properly debated in the Parliament and the relevant laws should 

be amended.  

Third , The ECI has to build confidence among the voters and political parties about the 

transparency and the integrity of the Rem ote Voting process.  

Conclusion  

The ECI is renowned world over for its impeccable record in conducting free and fair elections, 

at such a grand scale. The ECI has driven unique innovations in electoral processes in India like 

the EVMs, voting IDs etc. Remot e Voting Machines (RVMs) can be a revolutionary development 

in facilitating enfranchisement of migrant voters. However, the process has to be fool -proof and 

error free. All political parties should be on -board and be convinced about the transparency and 

in tegrity of the process. It should be introduced only after thorough deliberations and political 

consensus.  

Syllabus : GS II, Salient Features of the Representation of Peopleõs Act 

Source : Indian Express , The Hindu , The Hindu , The Times of India , The Week  


