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Centre borrows ₹6,000 cr. for GST compensation 

GS II: Functions and 

Responsibilities of the Union and the 

States, Issues and Challenges 

Pertaining to the Federal Structure, 

Devolution of Powers and Finances 

up to Local Levels and Challenges 

Therein. 

Kicking off its borrowing plan to meet 

the GST compensation shortfalls faced by States, the Centre on Friday borrowed 

and transferred ₹6,000 crores to 16 States as well as the Union Territories of Delhi 

and J&K. 

Highlights 

1. The government indicated that it planned to release ₹6,000 crores every week 

to the States until the approved borrowings to meet the shortfall are met. At 

this rate, it could take about 13 weeks or about three months to complete the 

envisaged borrowing. 

2. The Twenty-one States and two UTs opted for this special window involving 

back-to-back borrowing coordinated by the Ministry of Finance.  

3. The borrowing is at an interest rate of 5.19%. It is intended to make weekly 

releases of ₹6,000 crores to the States. The tenor of borrowing is expected to 

be broadly in the range of 3 to 5 years. 

4. The interest on these borrowings, as well as the principal, is to be repaid from 

future GST cess collections, with the GST Council extending the applicability 

of the cess levied on sin or luxury goods over and above the highest GST rate 

of 28%, beyond the original deadline of June 2022. 
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MPC wary of inflation: minutes 

GS III: Indian Economy and issues 

relating to Planning, Mobilization of 

Resources, Growth, Development 

and Employment. 

The second wave of COVID-19 

remains a threat to the Indian economy 

and the central bank believes monetary 

policy needs to remain accommodative despite inflationary pressures, according 

to the minutes of the monetary policy committee’s latest meeting, released on 

Friday. 

Highlights 

1. The Reserve Bank of India (RBI) left interest rates unchanged. 

2. Almost all members of the MPC said they see room for further easing, but a 

recent rise in price pressures would need to abate for them to use that space. 

3. This space needs to be used judiciously to support recovery in growth. 

4. Structural reforms to unlock growth are needed but may lack support with 

growth and employment depressed. 

5. One member pointed out the damage inflicted by high long-term interest rates 

on the economy as policy rates fail to feed through, causing a collapse in 

investments. 

6. Governor Das said, however, guidance from the central bank would help 

translate policy rates into longer-term yields and bolster consumption and 

investment demand. 


