
MAINS 09.04.2022



 

S.No News Source Relevant Topics in GS Mains 
Syllabus  

 

1 

 

 

India’s emerging twin 

deficit problem 

 

 
 

The Indian 
Express 

 
 
GS III Indian Economy and issues relating to 
Planning, Mobilization of Resources, Growth, 
Development and Employment. 

 

2 

 

 

A new global standard 

for AI ethics 

 
 
 

The Hindu 

 
 

GS IV Ethics and Human Interface: Essence, 

Determinants and Consequences of Ethics in - 

Human Actions; Dimensions of Ethics; Ethics - in 

Private and Public Relationships. 

 

 

 

 

 

 

 

 

 

 

 

 

INDEX



 

 

GS III Indian Economy and issues relating to Planning, Mobilization of Resources, Growth, 

Development and Employment. 

1. India’s emerging twin deficit problem 

In its latest ‘Monthly Economic Review’, the Ministry of Finance has painted an overall 

optimistic picture of the state of the domestic economy. But, given the uncertainties, the report 

highlights two key areas of concern for the Indian economy: the fiscal deficit and the current 

account deficit (or CAD). 

Fiscal deficit 

· In simple terms, fiscal deficit is a scenario  where the government spends more money than 

the revenue it gets. The government fills this void by borrowing -- mostly from the markets. 

· Higher levels of fiscal deficit typically imply the government takes money from the market, 

thus leaving less money for private sector for its own investment needs (also called crowding 

out effect). 

Current account deficit 

· A current account deficit is the shortfall between the money received by selling products to 

other countries and the money spent to buy goods and services from other nations. 

· Current account has two parts: 

ü Trade account (Import and Export of goods): If a country imports more goods than it 

exports, it is said to have a trade account deficit. 

ü Invisible account (Import and export of services) 

· If the net effect of a trade account and the invisibles account is a deficit, then it is called a 

current account deficit or CAD. A widening CAD tends to weaken the domestic currency 

because a CAD implies more dollars (or foreign currencies) are being demanded than rupees. 

· A deficit implies that more money is going out of the country than coming in via the trade of 

physical goods. Similarly, the same country could be earning a surplus on the invisibles 

account — that is, it could be exporting more services than importing. 

Twin deficit 

· Economies that have both a fiscal deficit and a current account deficit  are often referred 

to as having "twin deficits. 



 

 

· In macroeconomics, the twin deficits hypothesis or the twin deficits phenomenon, is the 

observation that, theoretically, there is a strong causal link between a nation's government 

budget balance and its current account balance. 

· Standard macroeconomic theory points to how a budget deficit can be a contributing factor to 

a current account deficit. This link can be seen from considering the national accounting 

model of the economy: 

                                            Y=C+I+G+(X-M)  

· where Y represents national income or GDP, C is consumption, I is investment, G is 

government spending and X–M stands for net exports. This represents GDP because all the 

production in an economy (the left hand side of the equation) is used as consumption (C), 

investment (I), government spending (G), and goods that are exported in excess of imports 

(NX). 

Findings from the report 

· The report states that “as government revenues take a hit following cuts in excise duties on 

diesel and petrol, an upside risk to the budgeted level of gross fiscal deficit has emerged”.  

· The report underscores the need to trim revenue expenditure (or the money government 

spends just to meet its daily needs). “Rationalizing non-capex expenditure has thus become 

critical, not only for protecting growth supportive capex but also for avoiding fiscal 

slippages,” it states.  

· “Capex” or capital expenditure essentially refers to money spent towards creating productive 

assets such as roads, buildings, ports etc. Capex has a much bigger multiplier effect on the 

overall GDP growth than revenue expenditure. 

· The Ministry’s worry is that costlier imports such as crude oil and other commodities will not 

only widen the CAD but also put downward pressure on the rupee. A weaker rupee will, in 

turn, make future imports costlier.  

· There is one more reason why the rupee may weaken. If, in response to higher interest rates 

in the western economies especially the US, foreign portfolio investors (FPI) continue to pull 

out money from the Indian markets, that too will hurt the rupee and further increase CAD. 

· The increase in the fiscal deficit may cause the current account deficit to widen. The twin 

deficit problem, especially the worsening current account deficit, may compound the effect 

of costlier imports, and weaken the value of the rupee thereby further aggravating external 



 

 

imbalances. This creates the risk --- even though admittedly low at this point of time --- of a 

cycle of wider deficits and a weaker currency. 

Source: The Indian Express 

Practice question: What is a twin deficit problem? Examine its effect on Indian economy.  

GS IV Ethics and Human Interface: Essence, Determinants and Consequences of Ethics in - 

Human Actions; Dimensions of Ethics; Ethics - in Private and Public Relationships. 

2. A new global standard for AI ethics 

UNESCO’s global agreement on the ethics of AI can guide governments and companies 

alike. 

What are ethics in AI? 

· AI ethics is a system of moral principles and techniques intended to inform the development 

and responsible use of artificial intelligence technology.  

· As AI has become integral to products and services, organizations are starting to develop AI 

codes of ethics. 

· An AI code of ethics, also called an AI value platform, is a policy statement that formally 

defines the role of artificial intelligence as it applies to the continued development of the 

human race.  

· The purpose of an AI code of ethics is to provide stakeholders with guidance when faced 

with an ethical decision regarding the use of artificial intelligence. 

· Isaac Asimov, the science fiction writer, foresaw the potential dangers of autonomous AI 

agents long before their development and created The Three Laws of Robotics as a means of 

limiting those risks.  

· In Asimov's code of ethics, the first law forbids robots from actively harming humans or 

allowing harm to come to humans by refusing to act. The second law orders robots to obey 

humans unless the orders are not in accordance with the first law. The third law orders robots 

to protect themselves insofar as doing so is in accordance with the first two laws. 

Why are AI ethics important? 

· AI is a technology designed by humans to replicate, augment or replace human intelligence. 

These tools typically rely on large volumes of various types of data to develop insights.  



 

 

· Poorly designed projects built on data that is faulty, inadequate or biased can have 

unintended, potentially harmful, consequences.  

· Moreover, the rapid advancement in algorithmic systems means that in some cases it is not 

clear to us how the AI reached its conclusions, so we are essentially relying on systems we 

can't explain to make decisions that could affect society. 

· An AI ethics framework is important because it shines a light on the risks and benefits of AI 

tools and  establishes guidelines for its responsible use. Coming up with a system of moral 

tenets and techniques for using AI responsibly requires the industry and interested parties to 

examine major social issues and ultimately the question of what makes us human. 

What are the ethical challenges of AI? 

· Enterprises face several ethical challenges in their use of AI technology. 

· Explainability. When AI systems go awry, teams need to be able to trace through a complex 

chain of algorithmic systems and data processes to find out why. Organizations using AI 

should be able to explain the source data, resulting data, what their algorithms do and why 

they are doing that. "AI needs to have a strong degree of traceability to ensure that if harms 

arise, they can be traced back to the cause," said Adam Wisniewski, CTO and co-founder of 

AI Clearing.  

· Responsibility. Society is still sorting out responsibility when decisions made by AI systems 

have catastrophic consequences, including loss of capital, health or life. Responsibility for 

the consequences of AI-based decisions needs to be sorted out in a process that includes 

lawyers, regulators and citizens. One challenge is finding the appropriate balance in cases 

where an AI system may be safer than the human activity it is duplicating but still causes 

problems, such as weighing the merits of autonomous driving systems that cause fatalities 

but far fewer than people do. 

· Fairness. In data sets involving personally identifiable information, it is extremely important 

to ensure that there are no biases in terms of race, gender or ethnicity. 

· Misuse. AI algorithms may be used for purposes other than those for which they were 

created. Wisniewski said these scenarios should be analyzed at the design stage to minimize 

the risks and introduce safety measures to reduce the adverse effects in such cases. 

UNESCO’s AI Agreement 



 

 

· Recently, 193 countries reached a groundbreaking agreement at UNESCO on how AI should 

be designed and used by governments and tech companies. 

· It underscores the importance of the proper management of data, privacy and access to 

information,  

· Recommend member states to ensure that appropriate safeguards schemes are devised for the 

processing of sensitive data and effective accountability, and redress mechanisms are 

provided in the event of harm,  

· Take affirmative action to make sure that women and minority groups are fairly represented 

on AI design teams, AI systems should not be used for social scoring or mass surveillance 

purpose,  

· Member states should invest in and promote not only digital, media and information literacy 

skills, but also socio-emotional and AI ethics skills to strengthen critical thinking and 

competencies. 

Way Ahead 

· Firstly, the recommendation will serve as a compass to guide governments and companies, to 

voluntarily develop and deploy AI technologies that conform with the commonly agreed 

principle. 

· Secondly, governments will themselves use the Recommendation as a framework to establish 

and update legislation. 

· With UNESCO’s agreement, AI can be put to work where it can have the most impact: 

hunger, environmental crises, inequalities and pandemics. 

Source: The Hindu 

Practice question: What are the ethical challenges of Artificial intelligence? What are the 

expected outcomes of UNESCO’s AI recommendation? 
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