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RBI KEEPS REPO RATE UNCHANGED, RAISES GDP FORECAST TO 7.2% 

 

 

 
About Monetary Policy Committee (MPC): 
 The Reserve Bank of India Act, 1934 (RBI Act) has been amended by the Finance Act, 2016 to provide 

for a statutory and ins tu onalized framework for a MPC. 
 Under Sec on 45ZB of the amended RBI Act, 1934, the central government is empowered to 

cons tute a six-member MPC. 
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 Func on: The MPC is entrusted with the task of fixing the benchmark policy rate (repo rate) required 
to contain infla on within the specified target level. 

 Composi on: 
 MPC will have six members - the RBI Governor (Chairperson), the RBI Deputy Governor in charge 

of monetary policy, one official nominated by the RBI Board, and the remaining three members 
would represent the Government of India. 

 The external members hold office for a period of four years. 
 The quorum for a mee ng shall be four Members, at least one of whom shall be the Governor and, 

in his absence, the Deputy Governor, who is the Member of the MPC. 
 The MPC takes decisions based on a majority vote. In case of a e, the RBI governor will have the 

second or cas ng vote. 
 The decision of the MPC would be binding on the RBI. 
 The RBI’s Monetary Policy Commi ee (MPC) maintains its focus on curbing infla on by keeping the 

repo rate unchanged at 6.5% to align infla on with the 4% target. 
 The MPC aims to achieve a medium-term target of 4% infla on within a band of +/- 2%. 
 The MPC aims to withdraw accommoda on gradually to align infla on with the target while 

suppor ng growth. 
 An accommoda ve stance means the central bank is prepared to expand the money supply to 

boost economic growth.  
 Withdrawal of accommoda on will mean reducing the money supply in the system which will rein 

in infla on further. 
 The MPC determines the policy interest rate required to achieve the infla on target. The RBI controls 

infla on and defla on by employing a variety of monetary policy tools such as: 
 Repo rate, Reverse repo rate, Bank rate, Open market opera ons, Statutory liquidity ra o (SLR), 

Cash reserve ra o (CRR), Liquidity adjustment facility (LAF), and Market stabiliza on scheme. 

What is repo rate and reverse repo rate? 
 Repo Rate: It is the interest rate at which the central bank of a country lends money to commercial 

banks. The central bank in India i.e. the Reserve Bank of India (RBI) uses repo rate to regulate liquidity 
in the economy. In banking, repo rate is related to ‘repurchase op on’ or ‘repurchase agreement’. 

 When there is a shortage of funds, commercial banks borrow money from the central bank which is 
repaid according to the repo rate applicable. The central bank provides these short terms loans 
against securi es such as treasury bills or government bonds. This monetary policy is used by the 
central bank to control infla on or increase the liquidity of banks. 

 The government increases the repo rate when they need to control prices and restrict borrowings. 
On the other hand, the repo rate is decreased when there is a need to infuse more money into the 
market and support economic growth.An increase in repo rate means commercial banks have to pay 
more interest for the money lent to them and therefore, a change in repo rate eventually affects 
public borrowings such as home loan, EMIs, etc. 

 From interest charged by commercial banks on loans to the returns from deposits, various financial 
and investment instruments are indirectly dependent on the repo rate  
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 The dura on of these loans generally varies between one day to a fortnight. 

Reverse Repo Rate: 
 This is the rate the central bank of a country pays its commercial banks to park their excess funds in 

the central bank. Reverse repo rate is also a monetary policy used by the central bank (which is RBI 
in India) to regulate the flow of money in the market. 

 When in need, the central bank of a country borrows money from commercial banks and pays them 
interest as per the reverse repo rate applicable. At a given point in me, the reverse repo rate 
provided by RBI is generally lower than the repo rate. 

 While repo rate is used to regulate liquidity in the economy, reverse repo rate is used to control cash 
flow in the market. When there is infla on in the economy, RBI increases the reverse repo rate to 
encourage commercial banks to make deposits in the central bank 

Question: 
 

Q.1  Which of the following statements is/are correct regarding the Monetary Policy Committee (MPC)? 
1.  It decides the RBI's benchmark interest rates. 
2.  It is a 12-member body including the Governor of RBI and is reconstituted every year. 
3.  It functions under the chairmanship of the Union Finance Minister. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 2 only 
(c) 3 only 
(d) 2 and 3 only 

Answer: (a) The correct answer is 1 only. 
 Monetary Policy Commi ee (MPC) - 

 It decides the RBI's benchmark interest rates. 
 These interest rates include MSF, Repo Rate, Reverse Repo Rate, and Liquidity Adjustment Facility. 

So Statement 1 is correct. 
 The commi ee will have six members. So Statement 2 is incorrect. 
 Out of the six members, the government will nominate three members. 
 The other three members would be from the RBI. 
 The Governor of the RBI is the ex-officio Chairperson of MPC. So Statement 3 is incorrect. 
 Members of the Monetary Policy Commi ee will be appointed for a period of four years. 
 Members of the Monetary Policy Commi ee shall not be eligible for reappointment. 

 Other facts 
 Each member has a vote. 
 The governor has a cas ng vote in case of a e. 
 The governor did not enjoy a veto power to overrule the other panel members. 
 The Reserve Bank of India Act 1934 empowers the RBI to make the monetary policy. 
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Q.2  With reference to Repo rate, consider the following statements: 
1.  It is the rate at which the RBI borrows money from commercial banks. 
2.  Both government securities and corporate bonds can be used for transactions under Repo rate. 
Which of the statements given above is/are correct? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

Explanation: 
 Statement 1 is incorrect. Repo rate is the rate at which the central bank of a country (Reserve Bank 

of India in case of India) lends money to commercial banks in the event of any shor all of funds. Repo 
rate is used by monetary authori es to control infla on. 

 Reverse repo rate is the rate at which the central bank of a country (Reserve Bank of India in case of 
India) borrows money from commercial banks within the country. 

 Statement 2 is correct. The securi es transacted here can be either government securi es or 
corporate securi es or any other securi es which the Central bank permits for transac on. Non- 
sovereign securi es are used in many global markets for repo opera ons. Unlike them, Indian repo 
market predominantly uses sovereign securi es, though repo is allowed on corporate bonds and 
debentures. 
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GLOBAL PLASTICS TREATY AND INFORMAL WASTE PICKERS RIGHTS 

 

 
 UPSC Syllabus-GS Paper 3 – Conserva on, Environmental Pollu on and Degrada on, Environmental 

Impact Assessment. 
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Practice Question: 
Q.3  Highlight the significance of the legally binding global plastic treaty? What are the roadblocks to the 

treaty? (150w/10m) 
 
Context: 
 There is another round of nego a ons scheduled in Busan, South Korea this November for finalizing 

global plas c treaty. 

What is the global distribution of plastic pollution? 
 According to a report by the non-profit EA Earth Ac on, Brazil, China, India, and the US are 

responsible for 60% of plas c waste globally. 

What is the Global Plastics Treaty and its objectives? 
 Descrip on—The Global Plas cs Treaty is an ambi ous ini a ve involving over 175 UN member 

na ons aimed at elimina ng plas cs. 
 Objec ve— By the end of 2024, the aim is to create a legal document se ng out deadlines for 

countries to decrease plas c produc on, cut out unnecessary uses, prohibit specific chemicals, and 
set recycling goals. 

 The fourth session of the Intergovernmental Nego a ng Commi ee to develop an interna onal 
legally binding instrument on plas c pollu on, including in the marine environment (INC-4), opened 
in Canada’s capital, O awa. 

About Intergovernmental Negotiating Committee on Plastic Pollution: 
 In March 2022, at the fi h session of the UN Environment Assembly, a historic resolu on was adopted 

to develop an interna onal legally binding instrument (ILBI) on plas c pollu on, including in the 
marine environment. 

 The resolu on requested the Execu ve Director of the UN Environment Programme (UNEP) to 
convene an Intergovernmental Nego a ng Commi ee (INC) to develop "the instrument," which is to 
be based on a comprehensive approach that addresses the full life cycle of plas c, including its 
produc on, design, and disposal. 

 The objec ve of the global plas cs treaty is to set a global framework of standards around 
accountability, responsibili es, financing, material/chemical standards, import/export restric ons, 
targets. 

 From this global framework, countries will be tasked with implemen ng globally aligned policies that 
meet the targets set. 

 An INC has been established, which will meet five mes to develop the specific content of the new 
ILBI by the end of 2024. 

 The INC began its work during the second half of 2022, with the ambi on to complete the 
nego a ons by the end of 2024. 

 The first session of the INC (INC-1) took place in Punta del Este, Uruguay, from 28 November to 2 
December 2022, followed by a second session (INC-2) from 29 May to 2 June 2023 in Paris, France, 
and a third session (INC-3) from 13 to 19 November 2023 in Nairobi, Kenya. 
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 INC-5, scheduled for 25 November to 1 December 2024 in Busan, Republic of Korea, is intended as 
the end of the INC process. 

 It will be followed by a Diploma c Conference where Heads of State will sign the agreement. 

Why is a legally binding global plastic treaty required? 
1. Increase in plas c produc on— Since the 1950s, global plas c produc on has increased a lot. It rose 

from 2 million tonnes in 1950 to over 450 million tonnes in 2019. If le  unchecked, it’s set to double 
by 2050 and triple by 2060. 

2. Slow decomposi on rate— In a study published by The Lancet in 2023, it was found that nearly 6 
billion tonnes of plas c currently pollute the planet. Only a small frac on of plas c has been recycled 
so far, and because it takes anywhere from 20 to 500 years to decompose, it poses a significant 
environmental challenge. 

3. Impact of Plas c Pollu on on Ecosystems and Health– A lot of plas c waste ends up in rivers and 
oceans, breaking down into ny par cles called microplas cs or nano plas cs. These par cles carry 
over 16,000 chemicals that can harm ecosystems and living things, including humans. These 
chemicals disrupt the body’s hormones, leading to issues like cancer, diabetes, and reproduc ve 
disorders. 

4. A Major Contributor to Climate Change– Plas c produc on and disposal are adding to climate 
change. As per OECD report, in 2019, plas cs produced 1.8 billion tonnes of greenhouse gas 
emissions, which is about 3.4% of global emissions. Around 90% of these emissions come from 
making plas c, which relies on fossil fuels. 

 Read more- The UN Treaty on Plas c Pollu on 

What are the challenges before the adoption of a legally binding treaty? 
1. Resistance from oil producing countries– Since the first talks in Uruguay in November 2022, oil-

producing countries such as Saudi Arabia, Russia, and Iran have resisted pu ng caps on plas c 
produc on. They’re using various delay tac cs, like arguing over procedures, to disrupt produc ve 
discussions. They have also asked for narrowing the scope of the treaty. 

2. Polarizing nego a ons– There’s a coali on of about 65 na ons, called the “High-Ambi on Coali on,” 
aiming to address plas c produc on. This coali on, comprising African na ons and most of the 
European Union, aims to eliminate plas c pollu on by 2040 whereas certain oil producing countries 
do not endorse restric ons on plas c produc on. This leads to a lack of consensus on legally binding 
trea es. 

3. Opposi on by Fossil fuel and chemical corpora ons– The fossil fuel industry, which provides 99% of 
the materials for plas cs, considers plas cs crucial. They, along with the chemical industry, resist 
cu ng plas c produc on, claiming that the problem lies in waste, not plas c itself. These 
corpora ons are trying to weaken the treaty and have sent many lobbyists to the O awa 
nego a ons. 

What are the steps taken by India to tackle plastic pollution? 
 In 2022, India implemented the Plas c Waste Management Amendment Rules (2021), which banned 

19 categories of “single use” plas cs 
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What are the shortcomings of these initiatives? 
1. This ban does not cover plas c bo les under 200 ml or mul -layered packaging boxes like milk 

cartons. 
2. Enforcement of the ban on single-use plas c items varies across the country, with many outlets s ll 

selling these products. 

Conclusion 
 Shi ing away from plas cs needs big investments in alterna ve products and making them cheap. 

Just signing trea es won’t tackle plas c pollu on well without these investments and prac cal goals. 


