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1. India’s Stand on WTO Plurilateral Deals May Be 
Shifting 
Source: The Indian Express​
 GS-2: International Relations, WTO, Global Trade Governance 

1. Context 

●​ The BRICS New Delhi Declaration has opened a discussion on bringing plurilateral 
initiatives into the World Trade Organization (WTO) framework, raising questions about 
India’s traditionally cautious position. 

2. WTO and Plurilateral Agreements 



●​ World Trade Organization: Established in 1995, the WTO provides the rules and 
institutional framework for international trade. 

●​ Multilateral approach: WTO negotiations traditionally involve the wider membership 
and operate largely through consensus. 

●​ Plurilateral approach: A smaller group of willing members negotiates an agreement on 
a specific issue. 

●​ Key concern: India has argued that plurilateral rule-making should not bypass 
developing countries or weaken the WTO’s inclusive, member-driven character. 

●​ Annex 4: A plurilateral agreement can become part of the WTO framework through 
Annex 4, but its incorporation requires consensus among WTO members. 

3. Why India Opposed the Investment Facilitation for Development 
Agreement 

●​ Investment Facilitation for Development (IFD): A WTO initiative launched in 2017 to 
make investment procedures more transparent, predictable and efficient. 

●​ India’s objection: At the WTO’s 14th Ministerial Conference (MC14), India opposed 
incorporating the IFD Agreement into the WTO rulebook. 

●​ Trade versus investment: India has maintained that investment facilitation does not fall 
within the traditional core of WTO trade rules. 

●​ Policy space: India is concerned that expanding WTO disciplines into new areas could 
constrain developing countries’ ability to pursue their development priorities. 

●​ Precedent: India’s concern extends beyond IFD because accepting one plurilateral 
agreement could create a broader precedent for future agreements. 

4. What Happened at BRICS and What Comes Next? 

●​ BRICS position: The New Delhi Declaration recognised the need to explore 
appropriate pathways for plurilateral initiatives to be incorporated into the WTO 
legal framework. 

●​ Possible change in approach: This language creates room for India to move from 
outright resistance towards examining plurilateral agreements on their individual 
merits. 

●​ No blanket acceptance: The BRICS declaration does not mean India has accepted the 
IFD Agreement or all plurilateral arrangements. 

●​ Safeguards: India is likely to seek legal safeguards ensuring that new agreements 
remain compatible with WTO principles and do not undermine developing-country 
interests. 

●​ Broader objective: India can use BRICS to push for WTO reform, greater 
representation of developing economies and a stronger multilateral trading 
system. 

5. Significance for India and the WTO 



●​ Greater negotiating flexibility: Plurilateral agreements can provide a way forward on 
issues where consensus among all WTO members remains difficult. 

●​ India’s influence: Conditional participation could allow India to shape emerging trade 
rules rather than remain outside their development. 

●​ Developing-country interests: India can continue protecting policy space on 
agriculture, food security, subsidies and industrial development. 

●​ WTO reform: The debate reflects the larger challenge of making the WTO more 
effective without fragmenting the multilateral trading system. 

●​ BRICS role: The issue gives BRICS an additional platform to coordinate positions on 
global trade governance and reform of international economic institutions. 

 

2. The End of the Free Lunch 



Source: The Indian Express​
 GS-3: Indian Economy, Digital Payments, Financial Infrastructure 

1. Context 

●​ The government has introduced a Merchant Discount Rate (MDR) on selected UPI 
merchant payments above ₹2,000 from 15 October 2026, ending the long-standing 
zero-MDR model for these transactions.  

2. Unified Payments Interface: Basic Understanding 

●​ Unified Payments Interface (UPI) is India’s real-time digital payment system operated 
by the National Payments Corporation of India (NPCI). 

●​ It allows instant bank-to-bank payments through mobile applications using identifiers 
such as UPI IDs and QR codes. 

●​ It supports both person-to-person (P2P) transfers and person-to-merchant (P2M) 
payments. 

●​ Its zero-cost model played an important role in making digital payments widely 
accessible and reducing dependence on cash. 

●​ UPI has reached enormous scale: it processed about 24.51 billion transactions worth 
₹29.9 lakh crore in August 2026.  

3. What is Merchant Discount Rate? 

●​ Merchant Discount Rate (MDR) is the fee charged within the payment ecosystem for 
processing a digital payment made to a merchant. 

●​ It is not a tax and is not a charge collected by the government as general revenue. 
●​ The amount is distributed among participants such as banks, payment service 

providers and UPI application providers for providing and maintaining the payment 
infrastructure.  

●​ The purpose is to create a sustainable revenue source for maintaining servers, 
cybersecurity, fraud prevention, technical infrastructure and innovation. 

4. What Has Changed? 

●​ Above ₹2,000: P2M UPI transactions will generally attract 0.4% MDR from October 15. 
●​ ₹75,000 and above: The MDR will be capped at ₹300 per transaction. 
●​ Up to ₹2,000: P2M transactions remain free. 
●​ P2P payments: Remain completely free, irrespective of the amount. 
●​ Small merchants: Merchants receiving up to ₹1 lakh per month through UPI QR 

codes under the specified small-merchant category remain exempt. 
●​ Essential services: Transactions above ₹2,000 in sectors such as railways, telecom, 

insurance and fuel will attract a flat ₹5 MDR. 



●​ Capital-market payments: A lower 0.02% MDR, capped at ₹300, applies to specified 
capital-market transactions. 

●​ Consumers: The MDR is not to be passed on to consumers; the charge operates within 
the merchant-payment ecosystem.  

5. Why This Change? 

●​ Financial sustainability: UPI operates at enormous scale and requires continuous 
expenditure on technology, cybersecurity and fraud monitoring. 

●​ Reducing subsidy dependence: The earlier zero-MDR model required government 
support to compensate parts of the payment ecosystem. 

●​ Targeted approach: More than 95% of P2M transactions by volume remain outside 
the MDR because they are ₹2,000 or below.  

●​ Revenue within the ecosystem: The objective is to generate resources for 
strengthening UPI rather than turning it into a general government revenue source. 

6. Larger Debate and Way Forward 

●​ Affordability: UPI’s success has depended partly on its low-cost nature, so charges 
must not discourage digital payments. 

●​ Merchant burden: Even a small MDR can matter for businesses operating on thin 
margins; safeguards are therefore important for small merchants. 

●​ Competition: The revenue model should support healthy competition among banks, 
fintech firms and payment platforms. 

●​ Infrastructure investment: A sustainable funding model is necessary for cybersecurity, 
reliability and continued expansion of UPI. 

●​ Public digital infrastructure: The policy challenge is to preserve UPI as an inexpensive 
and widely accessible payment system while ensuring that those benefiting commercially 
from the infrastructure contribute towards its maintenance. 



 

3. The Right Way to Regulate Artificial Intelligence 
Source: Project Syndicate​
 GS-3: Science & Technology, Artificial Intelligence, Governance 

1. Context 

●​ Rapid advances in Artificial Intelligence (AI) have created risks extending beyond 
technology into employment, healthcare, education, cybersecurity and national security. 

●​ Effective regulation must address these risks while allowing beneficial AI innovation to 
continue. 

2. Why AI Regulation Is Challenging 

●​ Rapid evolution: AI capabilities are developing faster than conventional regulatory 
frameworks. 



●​ Wide-ranging impact: AI can affect economic opportunities, public services, labour 
markets and social relations. 

●​ Systemic risks: Highly capable AI systems can create consequences across entire 
sectors rather than affecting only individual users. 

●​ Technical complexity: Regulators need specialised expertise to independently assess 
increasingly sophisticated AI systems. 

●​ Self-regulation limits: Voluntary safeguards may be inadequate where commercial 
incentives conflict with broader public interests. 

●​ Unequal impact: AI-powered learning, automation and digital services can widen 
existing inequalities if access and skills are uneven. 

3. Areas Requiring Stronger Oversight 

●​ National security and cybersecurity: Prevent misuse of advanced AI for cyberattacks 
and other security threats. 

●​ Employment: Prepare workers for automation and ensure that productivity gains do not 
disproportionately increase inequality. 

●​ Healthcare: Require reliability, accountability and human oversight where AI influences 
medical decisions. 

●​ Education: Address unequal access, AI-generated misinformation and excessive 
dependence on automated learning. 

●​ Justice: Ensure that AI-generated evidence and AI-assisted decisions remain subject to 
verification and legal safeguards. 

●​ Misinformation: Control large-scale generation and dissemination of convincing 
fabricated content. 

●​ Children: Provide stronger safeguards against manipulation and harmful AI-generated 
content. 

4. Measures for Responsible AI Governance 

●​ Independent oversight: Create credible public mechanisms capable of assessing 
powerful AI systems independently. 

●​ Government expertise: Develop specialised technical capacity within governments and 
regulatory bodies. 

●​ Pre-deployment testing: Evaluate high-capability systems for safety, reliability, 
cybersecurity and harmful uses before widespread deployment. 

●​ Risk-based regulation: Apply stricter requirements to high-risk applications while 
keeping lower-risk uses subject to lighter regulation. 

●​ Transparency: Require adequate disclosure about capabilities, limitations, testing and 
potential risks. 

●​ Human accountability: Important decisions affecting rights, health, employment or 
justice should retain meaningful human oversight. 

●​ Continuous monitoring: Assess AI systems even after deployment because risks can 
emerge through real-world use. 



●​ International cooperation: Develop common standards because AI systems and their 
impacts operate across national boundaries. 

5. Way Forward 

●​ Balance innovation with public safety, avoiding both unrestricted deployment and 
excessive regulation. 

●​ Strengthen cooperation among governments, technology companies, researchers 
and civil society. 

●​ Make regulation adaptable so that rules can keep pace with rapidly changing AI 
capabilities. 

●​ Focus regulatory attention on high-impact and potentially systemic applications. 
●​ Ensure that AI development remains aligned with human welfare, accountability, 

equality and democratic governance. 



 

4. Six States Sign ₹15,624-Crore Kishau Project Pact 



Source: The Hindu​
 GS-2: Inter-State Water Issues, Cooperative Federalism​
 GS-3: Water Resources, Hydropower, Infrastructure 

1. Context 

●​ Himachal Pradesh, Haryana, Uttarakhand, Uttar Pradesh, Delhi and Rajasthan have 
signed an agreement to implement the 422 MW Kishau Multipurpose Project on the 
Tons River, along the Himachal Pradesh–Uttarakhand border. 

●​ The agreement resolves a long-standing dispute over the financial burden of the 
project, allowing implementation to move forward. 

2. The Kishau Project 

●​ Location: The project is proposed on the Tons, a tributary of the Yamuna, on the 
Himachal Pradesh–Uttarakhand border. 

●​ Cost: Estimated at ₹15,624 crore. 
●​ Dam: A proposed 232.6-metre-high concrete gravity dam will create a major water 

reservoir. 
●​ Storage: The reservoir will have a capacity of about 1,562 million cubic metres. 
●​ Hydropower: It is expected to generate around 1,476 million units of electricity. 
●​ Irrigation: The project is expected to provide irrigation to approximately 97,000 

hectares. 

3. The Long-Standing Dispute 

●​ 1994 arrangement: The participating States had earlier agreed on the framework for 
sharing the project’s financial burden. 

●​ Himachal Pradesh’s concern: The State argued that it would bear significant costs, 
including displacement and loss of land, while having limited direct benefits. 

●​ Financial deadlock: Himachal Pradesh resisted bearing its earlier financial share, 
delaying the project for years. 

●​ Eight-year impasse: The disagreement over cost-sharing became the principal obstacle 
to implementation. 

4. Resolution and Benefits 

●​ Central funding: The Centre will now bear approximately 90% of the project’s 
financial burden. 

●​ State contribution: The remaining 10% will be borne by the participating States in 
accordance with the 1994 agreement. 

●​ Delhi’s water supply: Delhi is expected to receive around 109.9 million cubic metres 
of water annually, supporting the capital’s drinking-water requirements. 



●​ Regional benefits: The project combines water storage, irrigation and hydropower, 
creating benefits across multiple States. 

●​ Cooperative federalism: The agreement demonstrates how financial restructuring and 
Centre-State coordination can help resolve prolonged inter-State resource disputes. 

 

5. August Goods Exports Soar 26% 
Source: The Indian Express​
 GS-3: Indian Economy, External Sector, International Trade 

1. Context 

●​ India’s merchandise exports rose 26% year-on-year to $43.81 billion in August 
2026, mainly due to a sharp increase in shipments to the United States. 



2. What Drove the Increase? 

●​ United States: Exports increased by 21.8% to $8.32 billion, providing the biggest push 
to overall export growth. 

●​ China: Exports rose 52.3% to $1.84 billion, indicating stronger shipments despite wider 
trade tensions. 

●​ Singapore: Exports increased sharply by 161%, while exports to the United Arab 
Emirates fell 26.1% and those to the Netherlands declined 48.3%. 

●​ Rupee depreciation: The domestic currency’s depreciation of more than 10% has 
improved the price competitiveness of Indian goods in international markets. 

●​ Lower gold imports: A decline in gold imports helped moderate overall import growth 
and contributed to a reduction in the merchandise trade deficit. 

3. Which Sectors Performed Better? 

●​ High-value exports: Engineering goods, electronics and pharmaceuticals recorded 
strong growth, indicating improvement in higher-value export segments. 

●​ Electronics and machinery: These showed a relatively stronger response to currency 
depreciation and external demand. 

●​ Labour-intensive sectors: Textiles, leather and several other labour-intensive sectors 
continued to face weakness. 

●​ Low-margin products: Fruits and vegetables, ceramics and glassware, jute and tea 
exports recorded declines, showing uneven export performance across sectors. 

●​ Non-petroleum exports: Non-petroleum and non-gems-and-jewellery exports rose to 
$34.68 billion, indicating broad-based strength beyond petroleum products. 

4. Trade Balance and Broader Significance 

●​ Merchandise trade deficit: It narrowed to around $26.86 billion, compared with $27.20 
billion in August 2025, as export growth exceeded import growth. 

●​ Export competitiveness: The rise shows that Indian exporters can respond to 
favourable exchange-rate movements and changing tariff conditions. 

●​ Quality of growth: Sustained improvement in engineering, electronics and 
pharmaceuticals is more significant for India’s export diversification than growth 
concentrated in low-value products. 

●​ Concern: The sharp August increase partly reflects a lower base and therefore should 
not alone be treated as evidence of a permanent structural improvement. 

5. Challenges and Way Forward 

●​ Diversify export markets: Reduce excessive dependence on a few major markets, 
particularly the US. 

●​ Move towards higher-value products: Strengthen electronics, engineering, 
pharmaceuticals and other technology-intensive sectors. 



●​ Support labour-intensive exports: Address cost, logistics, compliance and 
competitiveness problems affecting textiles, leather and other employment-intensive 
industries. 

●​ Improve trade infrastructure: Lower logistics and transaction costs to make Indian 
products more competitive. 

●​ Use trade agreements strategically: Secure better market access while protecting 
domestic producers from unfair competition. 

 

6. The Rise of Industrial Tourism in China 
Source: The Indian Express​
 GS-3: Industry, Manufacturing, Tourism, Skill Development 

1. Context 

●​ Industrial tourism is gaining popularity in China, with factory visits becoming a way to 
showcase manufacturing capabilities, strengthen brands and create public interest in 
technology and STEM careers. 

2. Industrial Tourism in China 

●​ Growing demand: Bookings for factory tours reportedly increased by more than 36% 
year-on-year during the summer season, with families accounting for a major share. 

●​ Wide range of facilities: Tours cover electric-vehicle, electronics, high-speed rail, 
shipbuilding, breweries, dairy and other advanced manufacturing facilities. 

●​ Economic activity: Beijing recorded around 15 million industrial tourists in 2024, 
generating about 1.7 billion yuan in revenue. 



●​ Policy support: What began as local experiments has developed into a broader 
government-supported programme integrating industry, tourism, education and 
cultural heritage. 

●​ Recent institutional push: In May 2026, seven government departments issued a joint 
document calling for more industrial tourism products, factory tours, industrial museums 
and greater public access to manufacturing facilities. 

3. Why China Is Promoting It 

●​ Showcase manufacturing: Factory visits allow companies to demonstrate technological 
capabilities and China’s industrial transformation directly to consumers. 

●​ Brand building: Direct exposure to production processes can strengthen consumer 
confidence and create stronger connections with domestic brands. 

●​ STEM interest: Visits to advanced facilities can encourage young people to consider 
science, technology, engineering and mathematics (STEM) as career options. 

●​ Education and industry link: Universities are expanding programmes in Artificial 
Intelligence, robotics, semiconductors and engineering, creating a stronger 
connection between education and industrial development. 

●​ New revenue source: Companies can earn additional revenue through tourism while 
promoting their products and technologies. 

4. Relevance for India 

●​ Make in India: Industrial tourism can complement India’s manufacturing push by 
allowing people to see modern production facilities and indigenous technologies. 

●​ Public-private participation: Both government-owned and private industrial facilities 
can be incorporated into tourism circuits. 

●​ Learn in India: Large manufacturing hubs in States such as Tamil Nadu, Maharashtra 
and Gujarat could be developed as industrial-tourism destinations. 

●​ Education and skills: Factory visits can connect students with real industrial 
environments and encourage careers in engineering, manufacturing and technology. 

●​ Brand India: Showcasing advanced Indian manufacturing can improve the visibility of 
domestic industries among consumers, investors and international visitors. 
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