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Regulating cryptocurrencies: The low-down on the RBI’s order

The Reserve Bank of India (RBI) logo.   | Photo Credit: G. Ramakrishna

In the most direct action taken so far by regulatory authorities on the issue of cryptocurrencies, the
Reserve Bank of India (RBI), during its monetary policy announcement on April 6, directed all
regulated agencies, including banks, to stop doing any business with “any person or entity dealing
with or settling virtual currencies (VC)”.

The circular says that banks have to stop all services to those dealing in VCs, including
maintaining accounts, registering, trading, settling, clearing, giving loans against virtual tokens,
accepting them as collateral, opening accounts of exchanges dealing with them and
transfer/receipt of money in accounts relating to the purchase or sale of VCs. In addition, the RBI
gave its regulated entities three months from the date of the circular to exit any such relationship
they might already be in.

This decision did not come out of the blue. The RBI and the government have repeatedly issued
warnings to people dealing in cryptocurrencies, with the Finance Ministry even referring to them as
“Ponzi schemes” in which investors stand to lose all their money. The fear among regulators and
policymakers is that cryptocurrencies, being an alternative source of value to fiat currency, could
be misused to launder black money or finance terrorist activities. It has also been reported that the
RBI has constituted a committee to look into the merits and demerits of issuing a central bank
digital currency, which will have the status of a fiat currency. So, ring-fencing non-state
cryptocurrencies could be the first step towards the issuing of a single, fiat virtual currency by the
RBI.

Several cryptocurrency exchanges have said that though harsh, the RBI’s stance does not
explicitly say that it is illegal to buy and sell cryptocurrencies, or that running a cryptocurrency
exchange in India is illegal. Instead, this move only segregates cryptocurrencies from fiat currency.
Most exchanges are going ahead with their cryptocurrency to cryptocurrency transactions. Some
have filed writ petitions challenging the RBI’s order on the grounds that it violates their rights under
Article 19(1)(g) of the Constitution.
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Walmart, Alphabet readying to flip e-com ‘kart’ in India

Online-offline:Walmart may replicate in India the investment model it had with China’s JD.com,
says N. Chandramouli.AFP  

Walmart, the world’s largest retailer by revenue, has almost completed the process to buy a
majority stake of up to 75% in India’s largest online retailer, Flipkart, to rival Amazon, two sources
familiar with the deal said.

The sources also said that the Bentonville, Arkansas-based company, might also partner with
Google’s parent Alphabet in the deal that values Flipkart at about $20 billion. The whole process,
including getting various approvals, is expected to take more than two months, they said.

“The Walmart-Flipkart deal will be a disrupter in online retail industry in India,” said N.
Chandramouli CEO, TRA Research. “Walmart’s partnership and investment in Chinese online
store, JD.com, is the model that they will probably be replicating in India as well.

“The Walmart-JD.com partnership in China has turned the applecart for Amazon in the country
and this new partnership has the potential to do the same in India,” he said.

India’s e-commerce sales are expected to grow at a 30% compounded annual growth rate through
FY 2027 and touch $200 billion of gross merchandise value, according to financial services firm
Morgan Stanley.

Alphabet’s strategy

One of the sources said it would be a “data strategy” for Alphabet as it would help Google
understand the consumer behaviour of people in India.

Last year, Google led a $12.3-million funding round in dunzo, provider of a conversational mobile
commerce platform. It manages the discovery and fulfilment of local tasks across categories such
as food and grocery delivery, and offline retail purchases. “Google might join forces with Walmart
to take on Amazon,” said another source.

The deal will also benefit investors, including Japan’s SoftBank, which holds about 20% stake in
the company and Flipkart founders Sachin Bansal and Binny Bansal who collectively own about
10% stake in the firm. “Sachin (Bansal) might exit the company board while Binny (Bansal) is
expected to stay [on] at the firm,” said the source. Flipkart declined to comment on the deal.

Buyback of shares

Flipkart recently concluded another buyback of shares worth $350.46 million from investors, a
move that is likely aimed at paving the way for Walmart’s stake acquisition, according to data from
business intelligence platform, Paper.vc.

Flipkart had raised $6.11 billion in equity funding till date, according to data analytics firm Tracxn.

Satish Meena, a senior forecast analyst at research and advisory firm Forrester Research, said
the investment in Flipkart was a deal that Walmart had been looking for more than 20 years to get
access to the Indian retail market. Mr. Meena said that Walmart was not investing in the current
performance of Flipkart but was looking at the future addressable market that India would provide
in the next 15 years.
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“If I am Amazon and if I have to defend my second biggest market which is India (against
Walmart) then I have to buy Flipkart, it makes absolute sense,” said Hemchandra Javeri, co-
founder, Forum Synergies India PE Fund Managers. “There is so much headroom for the online
retail to grow in India that the valuation of Flipkart would appear small after some time,” he said.
Ajit Singh, managing director at venture capital firm Artiman Ventures, said: “Here, the rising boats
like Walmart and Amazon are lifting the [e-commerce] tide in India.”

Mr. Chandramouli said the partnership of the two giants would provide a new model by creating a
mixed on-ground-online ecosystem which is difficult to replicate easily. “Not only will Flipkart get
access to nearly 2,000 of Walmart’s products exclusively but Walmart will also get the well-
established e-tailing delivery system that Flipkart has sharpened over the years, giving it logistics
support throughout India.”

“We are also likely to see another disruption that will come with the Walmart-Flipkart partnership.
Due to Walmart’s strong base in grocery, this entity is also likely to go very aggressive on selling
grocery products online very soon, and apart from giving Amazon a run for their money in this
area, online grocery retailers like Bigbasket, Grofers are likely face the brunt of it,” Mr.
Chandramouli added.

(With Jay Shankar

in Bengaluru)
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What matters in e-com

U.S retail giant Walmart is said to be keen on a stake in e-tailer Flipkart to take on rival Amazon.
So which metrics do investors track in e-commerce firms?

Gross merchandise value

Gross merchandise value is the value of goods sold in a period. The price charged to the
customer is multiplied by the number of products sold. Chinese e-commerce giant Alibaba had
GMV of $768 billion for the year ended March.

Customer acquisition cost

It is the cost related to persuading a consumer to buy a product or service. Includes research,
marketing and advertising costs. It should be reasoned along with other insights, such as the value
of the customer to the firm and the resulting return on investment, according to TechTarget.

Online marketplace and inventory models

A marketplace model is an information technology platform run by an e-commerce entity on a
digital network to act as a facilitator between buyer and seller. For example, eBay is an online
marketplace.

The Centre had permitted 100% foreign direct investment in the marketplace model to attract
foreign investments. In an inventory model, the inventory of goods and services is owned by the e-
commerce entity and is sold to the consumers directly. FDI is not permitted in this model of e-
commerce.

Cash-on-delivery

Cash-on-delivery is a type of purchase where the buyer makes a payment for a product at the time
of the delivery. Amazon calls it ‘Pay on Delivery’ which includes COD as well as digital payment
facilities like cards and Internet banking.

Fulfilment centres

These enable e-commerce merchants to outsource warehousing and shipping, according to tech
firm BigCommerce. This relieves the online business of the physical space to store products,
which is beneficial for merchants without the capacity to directly manage inventory. Sellers send
merchandise to the centre and the outsourced provider ships it to customers for them

Dropshipping

It is a retail fulfilment method where a store doesn't keep the products it sells in stock, according to
e-commerce firm Shopify. Instead, when a store sells a product, it purchases the item from a third
party and has it shipped directly to the customer. The difference between dropshipping and the
standard model is the selling merchant doesn't stock or own inventory in the former.

Repeat order rates, returns

Repeat orders refer to the percentage of customers who buy again. Returns or items sent back
have been a big challenge for online retailers. A returned item not only impacts the supply chain
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cost of the e-tailer but also devalues the product.

END

Downloaded from crackIAS.com

© Zuccess App by crackIAS.com



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

www.thehindu.com 2018-05-07

GST’s complicated

With collections from the goods and services tax peaking at over 1 lakh crore in April, industry
hoped the GST Council would make life simpler for an increasingly compliant tax-payer base.
Indeed, at its meeting last week the Council decided to introduce a new compliance system under
which a single monthly GST return will have to be submitted by firms, barring a few exceptions.
However, this will only be done in a phased manner — with the first of three transition stages to
begin six months from now. Discussions over simplifying GST returns have been under way for
months and considered by the Council, a committee of officers and a Group of Ministers. Nandan
Nilekani, chairman of Infosys Technologies, the firm in charge of the GST Network’s IT system,
has been consulted. Yet, the solution offered has gaps. For instance, in the second stage of the
transition to simpler returns, buyers will get provisional input credit even if the seller doesn’t upload
the invoices. While this could lead to disputes, in the third stage input credits will only be granted
after sellers upload invoices. If a seller defaults on depositing GST dues collected from a buyer
and remains evasive, the authorities can reverse the credit availed by the buyer for such
outstanding taxes.

In any case, the timelines for the transition are long and bring fresh uncertainty for businesses still
recovering from the initial jitters and confusion around the tax regime. Firms will again have to
cope with significant changes in accounting software in the middle of the financial year. The
Council, credited with swift and significant course correction in GST processes in its initial months,
could have done more. The most troubling is the Centre’s push for the imposition of a cess on
sugar over and above the 5% GST levied on it. A cess at the rate of 3 a kg is proposed to alleviate
‘deep distress’ among sugarcane farmers. Not surprisingly, this faces opposition from several
States. It has been rightly argued that this will burden consumers while favouring larger
sugarcane-growing States like U.P. and Maharashtra. In addition, a special sugar cess will signal
a looming breakdown of the basic tenet of GST: the abolition of such cesses and surcharges,
barring the compensation cess for funding States’ revenue losses for five years. Along with a
proposal to reward digital GST payments, this has been referred to new ministerial groups, which
are to revert in a fortnight. Lastly, the decision to make the GSTN a 100% government-owned firm,
instead of the present structure with 51% private ownership, explains neither how this will address
data security concerns nor the impact on the Network’s functional efficiency, which was the
original stated intent for giving private players an upper hand in operations.
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Stop this jobs charade: on India's unemployment problem

In January this year, the Prime Minister made this statement: “7 million new jobs created in 2017”.
The statement draws on false conclusions of a study by two economists.

Here is another: “10-12 million young people join the workforce every year and 7 million new and
formal jobs were created in 2017,” said the Minister of State of Civil Aviation, in April. The Minister
not only parrots the Prime Minister but also expounds how 10 to 12 million youth enter the labour
market every year looking for a job and that the government has created 7 million new formal jobs
for them — implying that almost everyone who is looking for a job found one, formal and informal
jobs combined.

And another: “6.22 million new jobs created in 2017-18,” said the Vice Chair of NITI Aayog, in
April. He goes a step above by giving us a seemingly precise estimate of 6.22 million new jobs
being created by the government and resorts to Greek mythology (Cassandra) to berate those
who claim that a lack of jobs is a big issue in the nation.

One more statement: “15 million new jobs created in 2017,” said a member of the Prime Minister’s
Economic Advisory Council, in April.

A misleading story of job creation

The icing and cherry on the “jobs cake” is then placed by a member of this Council who claims that
even the Prime Minister was wrong and that India did not create just seven million but 15 million
new jobs.

And finally we have this: “Only 7.5 million enter the labour market every year looking for a job,”
said the former Vice Chair of NITI Aayog, in May.

The former vice chair, contradicting the junior Civil Aviation Minister, also plunged right into the
debate by claiming that even though there are 15 million Indian youth of working age every year,
only half of them even want a job.

So, according to the former NITI Aayog Vice Chair, 7.5 million Indians are looking for a job.
According to the member of the Prime Minister’s Economic Advisory Council, the government has
created 15 million new jobs. And according to the current NITI Aayog Vice Chair, precisely 6.22
million jobs have been created.

Hence, summarising all these pundits, every Indian who was looking for a job was besieged with
multiple job offers. Perhaps the only thing the government needs to do now is to set up youth
counselling centres across the country to help India’s youth decide which of their many job offers
they should choose, and match their career aspirations.

This comical sequence sums up the sordid saga of India’s jobs problem and the laughable
response it has evoked thus far by the Narendra Modi government. Every single ‘Mood of the
Nation’ survey (such as Lokniti CSDS, India Today, Centre for Monitoring Indian Economy) shows
that unemployment and jobs for youth are the biggest concerns of Indians. Yet, the Prime Minister
and his team are squabbling over whether every Indian who is looking for a job got one formal job
offer or two.

The debate over jobs has now descended to the point of embarrassment for the nation. This is not
how a proud democracy of 1.2 billion people and an estimated $2.5 trillion economy should debate
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serious policy issues and challenges confronting the nation.

Data sources

The fountainhead of all these questionable claims over the number of jobs created in the economy
is the Employees’ Provident Fund Organisation (EPFO) data and other datasets, released recently
to the public, and earlier, to two select individuals. Ironically, NITI Aayog’s own report in 2017, of
the employment taskforce, says: “Additions to EPFO dataset need not represent new jobs. It can
only be used to measure the extent of formalisation in the workforce. But even this requires
adopting a new definition of formal workers.” Put simply, the government’s own NITI Aayog
taskforce discourages making inane and meaningless claims about new jobs being created, using
the EPFO and other such administrative datasets.

One single data point from the government’s 2018 Economic Survey is proof of how grave India’s
jobs problem is. The survey observed that 90% of all employees in the formal sector earn less
than 15,000 a month. That is, most of those who are privileged to have a formal job in the country
(including experienced seniors) earn less than 15,000 a month. One can then impute that new
formal sector jobs for first-timers will pay perhaps half — 7,500 a month. To put this in context, if a
person in India can find no job whatsoever and is forced to enrol himself in the Mahatma Gandhi
National Rural Employment Guarantee Act programme, he is guaranteed to earn at least 6,000 a
month, which is the equivalent of India’s unemployment insurance. If, as our pundits claim, India’s
economy is spewing jobs all over and there is so much demand for youth in formal sector jobs,
surely it should reflect in higher salaries than just 7,500 a month?

Serious topic

It is time to stop this charade of India being one of the largest job creators in the world (which it will
be as in the data of government spokespersons) and get real. India has a big jobs problem, which
is evident through various surveys. That is the uncomfortable truth. Let us not couch it in some
poetry of jobs versus wages, formal versus informal jobs, on-hand salary versus paper salary, and
so on.

The issue of jobs is a global issue that is confronting all major economies today, including the
developed ones. We are yet to bear the true impact of automation and other technological
disruptions on job creation. It is not about the National Democratic Alliance versus the United
Progressive Alliance. It is not about the left wing versus the right wing. As a nation, we have to
deal with this very serious issue in a mature manner. Let us begin by accepting a few truths,
however harsh they may be. Let us then debate and discuss ideas to find solutions, as a true
democracy should and would.

Jairam Ramesh is a Member of Parliament and a former Cabinet Minister. Praveen Chakravarty is
Chairperson, Data Analytics department of the Congress party, and a former scholar in a think
tank
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UN report for social inclusion

A UN report on the Asia-Pacific region has urged the regional powers to invest in inclusive and
sustainable growth. The UN Economic and Social Survey of Asia and the Pacific 2018 was
launched here on Tuesday and urged countries to take advantage of high growth rate and share
the benefits with the national society.

“Governments of countries in the Asia-Pacific region are advised to take advantage of the
currently favourable economic conditions in order to address vulnerabilities and enhance the
resilience, inclusiveness and sustainability of their economies,” stated the report.

The report was launched at the Indian Council for Research in International Economic Relations
(ICRIER) by Rupa Chanda, head of ESCAP’s South and Southwest Asia Office, and Jaimini
Bhagwati, RBI Chair, Professor, ICRIER.

The report described South and Southwest Asia as the fastest growing sub-region of the Asia-
Pacific region and urged the countries to increase social spending. Both the speakers urged
rationalisation of tax base and sought careful consideration before implementing economic
reforms. “For less developed countries, the role of external sources of finance, such as official
development assistance, South-South cooperation, and global development partnerships...
remains critical,” said the report.
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‘Banks may recover over Rs. 1 lakh crore’

Enthused by the successful conclusion of the Bhushan Steel case, the Finance Ministry expects
banks to write back more than Rs. 1 lakh crore after the resolution of all 12 NPA cases referred to
insolvency proceedings by the RBI it its first list.

Last week, Tata Group acquired controlling stake of 72.65% in the debt-ridden Bhushan Steel Ltd.
for about Rs. 36,000 crore which will help in cleansing the banking system as well as boost
lenders’ profitability.

The remaining 11 NPA cases, which are in the pipeline, will easily bring to the table more than Rs.
1 lakh crore and the amount coming from resolution under the Insolvency and Bankruptcy Code
(IBC) will directly add to the bottomline and help in reduction of NPAs of the public sector banks, a
senior Finance Ministry official said.

Last year, in June, RBI’s internal advisory committee (IAC) identified 12 accounts, each having
more than Rs. 5,000 crore of outstanding loans and accounting for 25% of total NPAs of banks.

Debt-ridden firms

Following the RBI’s advisory, banks referred Bhushan Steel Ltd., Bhushan Power & Steel Ltd.,
Essar Steel Ltd., Jaypee Infratech Ltd., Lanco Infratech Ltd., Monnet Ispat & Energy Ltd., Jyoti
Structures Ltd., Electrosteel Steels Ltd., Amtek Auto Ltd., Era Infra Engineering Ltd., Alok
Industries Ltd. and ABG Shipyard Ltd. to the NCLT.

These accounts together have a total outstanding loan of Rs. 1.75 lakh crore.

The Kolkata Bench of the National Company Law Tribunal (NCLT) had already approved Vedanta
Resources’s resolution plan for acquisition of Electrosteel Steels last month. Besides, the NCLT
last month also asked the lenders of Bhushan Power & Steel to consider the bid submitted by the
U.K.-based Liberty House for the debt-ridden company.

Bhushan Power and Steel owes almost Rs. 48,000 crore to banks and was referred to the NCLT
by Punjab National Bank in June last year.

Last week, Bamnipal Steel Ltd (BNPL), a wholly-owned subsidiary of Tata Steel, had acquired
72.65% stake in Bhushan Steel by paying about Rs. 36,400 crore of which Rs. 35,200 crore will be
paid to financial creditors.

The buy-out is expected to bring relief in the form of capital boost to PNB that was one of the
leading lenders to the debt-ridden company, the bank said.

PNB said it had the second highest exposure to Bhushan Steel and will benefit greatly from this
acquisition.

PNB sources say that the ledger outstanding to Bhushan Steel was Rs. 3,857.49 crore while Rs.
1,542.99 crore was earmarked for provisioning.
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Miles to go for the new bankruptcy code

Good news has finally started to roll out of the refurbished bankruptcy courts. Tata Steel acquired
73% stake in the bankrupt firm Bhushan Steel for about 35,000 crore last week, making it the first
major resolution of a bankruptcy case under the new Insolvency and Bankruptcy Code (IBC).
Bhushan Steel was one among the 12 major accounts referred to the National Company Law
Tribunal at the behest of the Reserve Bank of India last year to ease the burden of bad loans on
banks. The proceeds from the acquisition will go towards settling almost two-thirds of the total
outstanding liabilities of over 56,000 crore that Bhushan Steel owes banks. While it may be unwise
to read too much into a single case, the Bhushan Steel resolution is nevertheless an encouraging
sign for banks because they typically manage to recover only about 25% of their money from
defaulters. In fact, between April 2014 and September 2017, the bad loan recovery rate of public
sector banks was as low as 11%, with non-performing assets worth 2.41 lakh crore written off from
their books. The Finance Ministry now expects banks to recover more than 1 lakh crore from the
resolution of the other cases referred by the RBI to the NCLT. If the banks do indeed recover
funds of this scale, it would considerably reduce the burden on taxpayers, who would otherwise
have to foot the bill for any recapitalisation of banks. Even more important, speedy resolution
would free valuable assets to be used for wealth-creation.

The resolution of one high-profile case, however, should not deflect attention from the many
challenges still plaguing the bankruptcy resolution process. The IBC, as the government itself has
admitted, remains a work in progress. This is a welcome piece of legislation to the extent that it
subsumes a plethora of laws that confused creditors; instead it now offers a more streamlined way
to deal with troubled assets. But issues such as the proposed eligibility criteria for bidders have left
it bogged down and suppressed its capacity to help out creditors efficiently. Also, the strict time
limit for the resolution process as mandated by the IBC is an area that has drawn much attention,
and it merits further review in order to balance the twin objectives of speedy resolution and
maximising recovery for the lenders. To its credit, the government has been willing to hear out
suggestions. It would do well to implement the recommendations of the Insolvency Law
Committee which, among other things, has vouched for relaxed bidder eligibility criteria. Going
forward, amendments to the bankruptcy code should primarily be driven by the goal of maximising
the sale price of stressed assets. This requires a robust market for stressed assets that is free
from all kinds of entry barriers.
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MUDRApreneurs: GoI facilitates partnerships between MUDRA and industry to nurture new
generation of small businesses
Ministry of Finance

MUDRApreneurs: GoI facilitates partnerships between
MUDRA and industry to nurture new generation of small
businesses

MUDRA loans to go wider and deeper: GoI, MUDRA, banks
and industry join hands in innovative arrangement

MUDRA loans join the dots: GoI, MUDRA, lenders and
industry work together for accelerating downstream impacts
on enterprise and jobs

MUDRA with Social security: GoI, MUDRA, insurance
companies, lenders and industry reach out in convergence
mode

MUDRA to help strengthen forward and backward linkages
for robust value chains anchored by industries, aggregators,
franchisors & associations

MUDRA loans to help in last-mile enterprise and job creation

Posted On: 23 MAY 2018 6:10PM by PIB Mumbai

A three way partnership for small business loans was sealed today among lenders, industry and MUDRA Bank
Limited. The process of coming together was facilitated by the Department of Financial Services, Ministry of
Finance, Government of India. Secretary, Financial Services, Shri Rajiv Kumar informed the delegates of the
seminar on “Unleashing the power of Pradhan Mantri MUDRA Yojana - Creating Jobs and Entrepreneurship”
that this initiative builds upon the stupendous success of Pradhan Mantri MUDRA Yojana (PMMY) during the
last three years.
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This year, MUDRA loans would focus on the value chain anchored by aggregators such as Oyo, Ola, Uber,
Amazon, Flipkart, Meru, Carzonrent, Yatra, MakeMyTrip; service providers such as Swiggy, Zomato, Grab,
Delhivery, Xpressbee, Loadshare; food giants such as Amul , Patanjali; industries such as Lava Mobile;
  franchisors such as Jawed Habib; Oil Marketing Companies such as Indian Oil and BPCL; retailers such as Big
Basket; as well as associations such as Mumbai Dabbawalas and cable operators.

Spread across different verticals, these entities have a common requirement for financing solutions for the
members of their supply/value chains. Through their ease of access and collateral-free nature, MUDRA loans
are best suited to meet this need. Accordingly, various lenders such as public sector banks, private banks and
NBFCs such as Hinduja Leyland Finance, Hero Fincorp, Shriram Finance, Muthoot Capital, Mahindra Finance,
Tata Motors Finance, Bajaj Finance, TVS Credit, Edelweiss, L&T Financial Services and Kotak Prime have
come together on the MUDRA platform to customized sub-products within the MUDRA rubric.

The reach of the initiative has been supplemented through the low-cost accident insurance scheme, Pradhan
Mantri Suraksha Bima Yojana (PMSBY) and the low-cost life insurance scheme, Pradhan Mantri Jeevan Jyoti
Bima Yojana (PMJJY), offered by LIC. For just Rs. 342, a person is covered for Rs. 4 lakh. Industry partners
have agreed to take this up for their last-mile interfaces such as delivery boys, drivers, franchisee staff, etc.
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Industry participants have wholeheartedly welcomed the endeavour. For many of them, this fulfils a long-
standing demand; it will help promote enterprise and jobs through downstream impacts, such as new hotel
rooms, new vehicles, better-equipped cable operators, more franchisees, etc. To them, this initiative
encapsulates the spirit of MUDRA - of funding the unfunded.

 

Secretary, Financial Services, Shri Rajiv Kumar said in his concluding remarks that the system being put in
place today will be made robust in three months, and that the Government will be able to extend support to more
unfunded and underserved micro-entrepreneurs through this initiative. Welcoming suggestions, he said that the
Government wants to make it successful, so that we are able to see the smile and pride of the common man
who is able to avail MUDRA loans. He also asked the participating organizations to convince their employees
and other stakeholders to enrol themselves under PMSBY and PMJJY.

Summarizing the proceedings, Additional Secretary (Financial Inclusion), Department of Financial Services, Shri
Debashish Panda said that more meetings will be held in different metros to capture every potential sector in the
MUDRA story. Observing that questions on collateral, term loans and working capital were answered in the
seminar, he noted that customized solutions can be worked out and that handholding to use the UDYAMI Mitra
portal can be done. Stating that lending institutions are willing to become partners, he told the delegates that
Government will facilitate and take MUDRA forward, and strive to ensure that reaches the one who actually
needs this support and help.
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Making life easier for small savers

The Union Cabinet in February 2018 decided to bring a law to make life easier for small savers,
especially those who save for girl children and senior citizens, and to “further strengthen the
objective of ‘minimum government, maximum governance’”. It proposed the Government Savings
Promotion Act by merging the Public Provident Fund (PPF) Act of 1968, the Government Savings
Banks Act of 1873 and the Government Savings Certificates Act of 1959. There is no proposal to
take away existing benefits to depositors through this merger. The main objective, as stated by the
Ministry of Finance, is to make implementation easier for the depositors through this Act.

The government says that the proposed Act has certain new benefits for depositors. For example,
the PPF Act states that an account cannot be closed before completion of five financial years. So,
if any depositor wished to close his account before five years, she could not. The proposed Act
seeks to make premature closure of an account easier by introducing provisions through a specific
scheme notification. The benefits of premature closure of Small Savings Schemes (SSS) may now
be introduced to deal with medical emergencies, higher education needs, and so on.

Second, investment in SSS can be made by a guardian on behalf of minor(s). Under the
provisions in the proposed Act, the guardian may also be given associated rights and
responsibilities.

There was no clear provision earlier regarding deposits by minors in the existing Acts. A provision
has been proposed to promote a culture of savings among children. And if the minor dies and
there is no nomination, the balance amount shall be paid to the guardian. The entire rigmarole of
procuring a succession certificate has been done away with. The Bill also has clear provisions on
the operation of accounts in the name of physically infirm and differently abled persons.

As per the existing Acts, if a depositor dies and nomination exists, the outstanding balances will be
paid to the nominee. The proposed law has clearly defined the right of nominees.

Unlike the existing laws, the proposed law allows the government to put in place a mechanism for
redressal of grievances and for amicable and expeditious settlement of disputes relating to small
savings.
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Cabinet approves strengthening the mechanism for resolution of commercial disputes of Central
Public Sector Enterprises
Cabinet

Cabinet approves strengthening the mechanism for
resolution of commercial disputes of Central Public Sector
Enterprises

Posted On: 16 MAY 2018 3:30PM by PIB Delhi

The Union Cabinet Chaired by Prime Minister Shri Narendra Modi has has approved the
strengthening of the mechanism for resolution of commercial disputes of Central Public Sector
Enterprises (CPSEs) inter se and also between CPSEs and other Government
Departments/Organizations. The Cabinet decision is based on recommendations of the
Committee of Secretaries (CoS). The decision will put in place an institutionalized mechanism
within the Government for speedy resolution of commercial disputes of CPSEs without the matter
being referred to the Courts of law.

Details:

A new two-tier mechanism will be put in place of the existing Permanent Machinery of
Arbitration (PMA) mechanism to resolve commercial disputes (excluding disputes concerning
the Railways, Income Tax, Custom & Excise Departments) between CPSEs inter se and
CPSEs and Government Departments/Organizations, outside the Courts of law.

i.

At the First level (tier), such commercial disputes will be referred to a Committee comprising
of Secretaries of the administrative Ministries/Departments to which the disputing
CPSEs/Parties belong and Secretary-Deptt. of Legal Affairs. The Financial Advisors (FAs) of
the two concerned administrative Ministries/Departments will represent the issues related to
the dispute in question before the above Committee. In case the two disputing parties belong
to the same Ministry/Department, the Committee will comprise Secretary of the administrative
Ministry/Department concerned, Secretary-D/o Legal Affairs and Secretary-Department of
Public Enterprises. In such a case, the matter may be represented before the Committee by
the FA and one Joint Secretary of that Ministry/Department.

ii.

Further, in case of a dispute between CPSE and State Government's
Department/Organization, the Committee will be comprised the Secretary of the
Ministry/Department of the Union to which the CPSE belongs and Secretary-D/o Legal
Affairs and a senior officer nominated by the Chief Secretary of the State concerned.
In such a case, the matter may be represented before the Committee by concerned
Principal Secretary of the State Government's Department/ Organization.

At the Second level (tier), in case the dispute remains unresolved, even after consideration by
the above Committee, the same will be referred to the Cabinet Secretary, whose decision will
be final and binding on all concerned.

i.

For the prompt disposal of disputes, a time schedule of 3 months at the first level has been
prescribed.

ii.

Department of Public Enterprises (DPE) will issue guidelines immediately to all CPSEs through
their administrative Ministries/Departments and State Governments/UTs for compliance.
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The new mechanism will promote equity through mutual/collective efforts to resolve commercial
disputes thereby reducing the number of litigations regarding commercial disputes in Court of Law
and also avoid wastage of public money.
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A triple blow to job guarantee scheme

The 11,000 crore fraud that diamond merchant Nirav Modi is said to have created is a figure that
needs to be put in perspective. The total amount of wages pending under the Mahatma Gandhi
National Rural Employment Guarantee Act (MGNREGA) scheme for the whole country (2016-17)
was around 11,000 crore too. This sum is a fifth of the MGNREGA budget announced for financial
year 2018-19.

MGNREGA stands out in its worker-centric legislation and stated emphasis on transparency and
accountability. Several potentially progressive measures such as a real-time management
information system have been put in place. The scheme is meant to be demand-driven in the
sense that the government is mandated to provide work within 15 days of a worker seeking work.
Otherwise the worker is entitled to an unemployment allowance. A second key provision of the Act
pertains to payment of wages within 15 days of completion of work, failing which a worker is
entitled to a delay compensation of 0.05% per day of the wages earned. However, both these
provisions have been routinely violated. There is an ongoing Public Interest Litigation in the
Supreme Court (Swaraj Abhiyan v. the Union of India) concerning these violations. We look at
three ways in which a lack of funds has led to a subverting of these provisions in letter and spirit.

First, budget allocation over the years has been insufficient. While there has been an increase in
the nominal budget in the last two years, after adjusting for inflation, the budget has actually
decreased over the years. The real budget of 2018-19 is much lower than that of 2010-11.

Further truncation

Second, even this low budget allocation has undergone various kinds of curtailment. By December
of each year, through a bottom-up participatory planning approach, every State submits a labour
budget (LB) to the Centre. This contains the anticipated labour demand for the next financial year.
The Centre, on its part, has been using an arbitrary “Approved Labour Budget” to cut down funds
requested by States (using the National Electronic Fund Management System, or Ne-FMS),
making this a supply-driven programme.

Ne-FMS guidelines issued in 2016-17 say the Management Information System (MIS) “will not
allow” States to “generate more employment above the limits set by Agreed to LB”. This meant
that the work demand of workers was not even getting registered and the MIS was being used as
a means to curb work demand. Thus the “approved labour budget” puts a cap on funds. So, for
2017-18, for example, if one aggregates the requested LB of all States, the minimum budget
requirement adds up to 72,000 crore. However, the initial allocation was only 48,000 crore, which
is in synchrony with the approved LB (as on the first week of April 2018).

Because of the ongoing PIL, the Centre was forced to rescind guidelines that enabled the use of
the MIS to constrict demand for work. The Centre releases an Annual Master Circular (AMC) each
year that serves as a guide to the programme implementation of MGNREGA. The most recent
AMC suggests the setting up of an Empowered Committee (EC) to this effect.

The lack of payment of wages on time has meant a violation of the second key aspect of the Act.
By analysing transactions (over 90 lakh in 2016-17 and over 45 lakh in the first two quarters of
FY17-18), a study on wage payment delays has highlighted how the Centre has completely
absolved itself of any responsibility of a delay in the release of wages. Only 21% of payments in
2016-17 and 32% of payments in the first two quarters of FY17-18 were made on time.

In response to the first phase of the study, the Ministry of Finance issued an office memorandum.
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Acknowledging the validity of the study’s findings, the memorandum also said that the principal
reasons for payment delays were “infrastructural bottlenecks, (un)availability of funds and lack of
administrative compliance”. The study findings and this memorandum are at odds with the
Centre’s dubious claims of 85% of payments having been made on time. The situation worsened
in the last six months of FY17-18. Around 25% of the funds transfer orders (FTOs) pertaining to
worker wages from January to April this year are still to be processed by the Centre. Last year, the
Ministry froze the processing of FTOs (over 3,000 crore) due to a lack of funds. In August 2017,
the Ministry of Rural Development demanded a supplementary MGNREGA budget of 17,000
crore, but the Ministry of Finance approved only 7,000 crore, that too in January 2018. The poor
are paying a heavy price for this throttling of funds by the Centre.

Stagnating wages

The third point is about stagnating MGNREGA wages. Delinking of MGNREGA wage rates from
the Minimum Wages Act (MWA), 1948 has contributed to this. MGNREGA wages are a less
lucrative option for the marginalised, being lower than the minimum agricultural wages in most
States. As primary beneficiaries of the Act, women, Dalits and Adivasis could be the most affected
and pushed to choose more vulnerable and hazardous employment opportunities. Such
contravention of the MWA is illegal.

MGNREGA now faces a triple but correlated crisis — a lack of sufficient funds, rampant payment
delays, and abysmal wage rates. What this reflects is not only a legal crisis created by the Centre
but also a moral one where the fight is not even for a living wage but one for subsistence. One
hopes for a just order from the judiciary.

Rajendran Narayanan teaches at Azim Premji University, Bangalore. Madhubala Pothula is an
undergraduate student in the same institution
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The Jan-Dhan Yojana, four years later

The Pradhan Mantri Jan-Dhan Yojana (PMJDY), one of the flagship schemes of the present
government, was launched in August 2014. The ‘J’ in JDY is the ‘J’ in ‘JAM’ (Jan Dhan-Aadhaar-
Mobile) through which the Economic Survey of 2015 claimed that “every tear from every eye”
could be wiped. As the Narendra Modi government enters its fifth year, a critical evaluation of the
scheme is in order, especially since this is one of the schemes through which the government is
trying to battle its anti-poor image.

The recently released World Bank Global Findex data show that 80% of Indian adults now have a
bank account, which is being celebrated as the success of the JDY. While the increase in the
proportion of adults having bank accounts is indeed impressive (80% in 2017 from 53% in 2014),
48% of those who have an account in a financial institution made no withdrawal or deposit in the
past one year.

A bank account for Mary

Financial inclusion is not just about opening bank accounts, but also about using these accounts
and providing access to formal credit. In fact, the major limitation of the JDY has been that while it
has managed to get many people to open bank accounts, there is no commensurate increase in
the use of these accounts, availability of formal credit, or savings in financial institutions, especially
among the country’s marginalised and poorer sections.

One of the ways in which access to credit can be assessed is the credit-deposit ratio, which tells
us how much credit can be availed per 100 of bank deposits by a particular population group. The
Reserve Bank of India (RBI) categorises the population into rural, semi-urban, urban, and
metropolitan. We look at the first two regions specifically where one would expect the poorer
beneficiaries to be present in larger numbers. Figure 1 shows that the credit-deposit ratio for the
rural population increased from 41% in 1999 to 66.9% in 2016. However, much of the rise took
place before the JDY was launched, particularly during the tenure of the United Progressive
Alliance-1 government, when the credit-deposit ratio increased from 43.6% in 2004 to 57.1% in
2009. Since 2014, it has more or less stagnated in rural areas and has deteriorated slightly from
58.2% in 2014 to 57.7% in 2016 for semi-urban populations. Therefore, there is no sign, at least
on this count, of increased access to formal credit that the PMJDY is supposed to have ensured
for its beneficiaries.

To get a more accurate picture of access to credit for poorer populations, we look at the data by
credit size. The RBI provides figures for credit at a disaggregated level in terms of small versus
large borrowers. Small borrowers are defined as those with outstanding loans under 2 lakh. And
the picture here is no better. The share of small borrowers in total credit has also been falling
during the Modi government (Figure 2). In fact, it has been falling since 2002. While the decline in
the share during the 2004-14 period can be explained by the dramatic rise in corporate credit of
large borrowers, there is no reversal in this trend even after the rate of growth of credit fell in
general in more recent times as a result of rising non-performing assets and the debt overhang of
public sector banks. Even in 2016, the best year under Mr. Modi on this count, it merely matches
the lowest rates of growth witnessed during the crisis period of 2009-10. Based on these trends, it
can be argued that there seems to be no increase in access to credit for the poor whether as a
result of the JDY or otherwise. At best, the status quo has been maintained.

To further probe access to credit for small borrowers, we look at these loans in two categories —
agricultural credit and personal loans — which are more likely to be the ones which JDY
beneficiaries will be using as against industrial or other loans. The data show that while the share
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of small agricultural credit has stagnated during this regime, that of the small personal loans,
which covers home, vehicle, durable goods and so on, has fallen.

Poor households in India, in the absence of access to formal credit, have to deal with
moneylenders who charge exorbitant rates of interest. This is one of their biggest worries. A recent
source that is available in this regard is the Household Survey on India’s Citizen Environment and
Consumer Economy, 2016, which shows that while for the top 1% of the population, one in six are
exposed to informal credit, within the poorest section of the population, the figure is four times as
high, with two in three taking credit from informal sources. Access to bank accounts seems to
have had little effect on their dependence on private money lenders.

About the issue of money lenders, a study by the RBI in 2017 states: “We document high levels of
unsecured debt, and perhaps more importantly, debt taken from non-institutional sources such as
moneylenders. Such debt generates high costs for Indian households, and... is likely to lead to
households becoming trapped in a long cycle of interest repayments. We note that this
phenomenon has been well-documented over the decades, but nevertheless remains stubbornly
persistent.” Therefore, it is not surprising that the report finds that nearly half of the households
that take loans from moneylenders are not able to repay them in time, which is a typical condition
for a debt trap.

To conclude, the available evidence presented so far does not suggest that the precarious
conditions of indebtedness that poor people of this country find themselves in has seen any signs
of abating as a result of the JDY.

Dipa Sinha is faculty at Ambedkar University, Delhi, and Rohit Azad is faculty at Jawaharlal Nehru
University. Emails: dipasinha@gmail.com and rohit.jnu@gmail.com
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