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CAN INDIA’S SHARE OF THE GLOBAL ECONOMY
BOUNCE BACK TO 25%?
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign capital, Foreign Trade

& BoP

Around three centuries ago, India’s share of the global economy was about 25%. Today, it has
dwindled to single digits. During this period, India missed three waves of industrialisation:
Industry 1.0, driven by mechanisation, steam power and weaving loom; Industry 2.0, driven by
mass production and assembly line; and Industry 3.0, driven by electronics and computers.

With the onset of Industry 4.0, where the industrial and digital worlds are converging, India has a
once-in-a-lifetime opportunity to regain lost ground by leveraging its enviable combination of
technology and talent, an advantage not many countries can claim to possess. A lot has been
written about India’s technology prowess and what it can do to further strengthen it. Let me
focus on what India can do to turbo-charge its talent engine.

First, the “affiliation system” of higher education, which drove consistent quality while building
scale in the past, needs to be reimagined. This model worked well during Industry 2.0 and
Industry 3.0. With digital disrupting every aspect of our life, there is a need for greater autonomy
and innovation in higher education to develop multi-disciplinary talent. Having universities with
hundreds of affiliated colleges following standardised approaches stifles innovation and
entrepreneurship. What India needs today is an exponential increase in corporate-funded
universities, deemed universities and autonomous institutions that have the latitude to innovate.
Second, we need a skilling movement similar to our freedom movement. Every skilled individual
needs to participate in this movement. Individual Social Responsibility (ISR) can create much
greater impact than Corporate Social Responsibility (CSR).

The curriculum in many of our educational institutions is out of sync with shifts in the
marketplace and the faculty find it hard to cope with the velocity of change. Teaching-learning
models should boost self-paced learning and assessment methodologies should focus on
learning outcomes. This can be done only if employees, present and past, exposed to shifts in
the physical-digital world, enthusiastically participate in skilling at scale. While paid volunteering
time off is catching on in some measure, employee-led volunteering has to be woven into the
cultural fabric of organisations.

Rejig labour laws

Third, our labour laws dating back to a time when government and public sector undertakings
created jobs, need to be unshackled. In a gig economy, where work-from-home, crowdsourcing,
dual employment and moonlighting are gaining currency, rigid laws that are more regulatory and
punitive than progressive and catalytic, set us back. We need laws that are “employment
friendly” rather than employee or employer friendly.

If we can address these areas of education, skilling and labour laws on a war footing, India can
truly bend the curve and significantly enhance its contribution to global GDP. While employer
brands of the future would be those that focus on skilling and reskilling, countries of the future
would be the ones that focus on education, skilling, and forward-looking labour laws.

(The writer is President, Madras Chamber of Commerce and Industry)
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We need a skilling movement in which every skilled individual needs to participate
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FRAUD CASES UNDER IBC CROSS RS 40,000 CRORE
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

Resolution professionals (RPs) handling various corporate insolvency resolution programmes
under the insolvency and bankruptcy framework have reported a large number of fraudulent
transactions. These transactions, reported in over 110 companies under resolution, are worth
over Rs 40,000 crore, according to a senior official familiar with the
development.

That is almost the Rs 42,885 crore banks have realised from the resolution processes in the
entire quarter of April -June. Bulk of these recoveries came from two accounts – Bhushan Steel
(Rs 35,771 crore) and Electrosteel (Rs 5,320 crore).

The numbers showed that frauds, which include siphoning of funds, transactions with related
parties and fictitious persons, were widespread in cases that have been referred to the National
Company Law Tribunals (NCLT) across the country. Apart from adversely impacting the
recoveries for the lenders, these cases are also making the lives of the RPs complicated and
risky as cornered promoters turn hostile.

“It shows that at least 15 per cent of the accounts have seen frauds of some nature or other.
Typically, the reports come after the IP (insolvency professional) had spent some time in the
company and studied the books. So, the number is likely to go up,” the official added.

About 716 companies are currently under resolution, according to latest data from IBBI. Of these
about 480 companies are in advanced stages of three months or more.

Powers of RPs
Of the big 12 cases that were referred to the NCLT by the Reserve Bank of India (RBI) last year,
fraud has been reported under at least ten.

Under provisions of Insolvency and Bankruptcy code ( IBC), the RP is required to file an
application under Section 66 of the Act to the adjudicating authority, which is the respective
NCLT. The authority would then pass an order.

However, detecting fraud itself is not easy.

Section 18 of the Code cast a duty on the RP to collect information relation to the assets,
finance or operations of the corporate debtor for the last two years and then to determine the
financial position of the corporate debtor.

The Code provides him the power under Section 20 to appoint accountants, legal or other
professional to perform his obligations under the Code. In several cases RPs have appointed
forensic auditors.

The Code under Section 17 and 19 also provide the power to control the books of accounts and
to seek any information from the promoters as well as the government department.

Banks and other creditors can also report such dubious transactions to the professional who is
under obligation to act on them and report to adjudicating authority for remedial measure failing
which the insolvency professional is liable for disciplinary action.
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In the event of failure of the insolvency professional to act on such dubious transactions, the
creditor also can file the application with the adjudicating authority.

“Though the RPs are keen to complete the resolution and exit, they are taking this obligation
under the act seriously, which is reflecting in the increasing number of applications under
Section 66,” the official added.

Promoters actions under scanner
So far, NCLT has passed order in only one fraud case. This pertains to the Jaypee Infratech
matter, wherein Anuj Jain, the RP, reported that transactions of mortgage of land totaling 858
acres belonging to the company to secure debt of its parent Jaiprakash Associates was
fraudulent. The transactions entered into by the promoters and promoters during the look-back
period of two years were declared fraudulent.

The NCLT also ordered that the security interest created by Jaypee Infra in favour of Jaypee
Associates be released.

The other big 12 cases where fraud has been reported is Bhushan Steel, which has been sold
off to the Tata group. Though there is no order from NCLT in the matter yet, the Serious Fraud
Investigation Office under the ministry of
corporate affairs has taken cognizance of the matter and arrested Neeraj Singhal, the erstwhile
promoter of Bhushan Steel.

Dangerous profession
As such cases and complaints mount, the life of RPs have become risky. "It has become a
dangerous profession," the official said.

There are several instances of non-cooperation and hostility, where matters have gone to police
and courts. In some cases, RPs have alleged that the promoters are instigating workers against
the RP, making him a demon who has come to take away their jobs.

Mamta Binani, a senior company secretary and a practising RP, said promoters objections and
non-cooperation with the RP emanated from two broad reasons. "Firstly, they do not want to
lose the company they have built. Secondly, they are scared of the look-back period of two
years, where their past actions would come under scrutiny. They know eventually they have to
cede control. But they want to buy time to either destroy or tamper with records."

These delaying tactics have affected the overall resolution process. The average time taken for
the cases that have seen resolution so far is 235 days. This overshoots the 180-day timeline
mandated by law by close to two months. Among the 716 resolutions currently under process,
over 300 have crossed the 180-day mark, while 183 are over 90 days but less than six months
old.

In a recent instance of a hotel company, the RP has to go to all the way to the Supreme Court to
get a direction against the promoter to cooperate in the resolution and not to instigate workers.
Several cases are stuck in appeals in NCLT and appellate levels.

In July, Devendra Jain, a Mumbai-based insolvency professional, who was dealing with a
company running a collective investment scheme, was kidnapped by the investors of the
scheme. They were under the
impression that since the RP has been appointed, he is responsible for getting them their money
back.
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Binani said RPs have also learnt from their experiences. "These days we try to understand the
promoter beforehand. We try and land up as a team. Sometimes, these help. But, in smaller
centres and remote areas where people believe political power can help, there are still issues."

RPs also move NCLT when things get out of hand. But, given the load on the tribunals, hearing
could take weeks, killing precious time. "This is a major hurdle," Binani said. The government is
in the process of doubling the strength of the NCLT by hiring 30 more members.

Professionals say promoters have also indulged in filing frivolous complaints against the RPs to
keep them in a state of intimidation or under pressure.
Resolution professionals (RPs) handling various corporate insolvency resolution programmes
under the insolvency and bankruptcy framework have reported a large number of fraudulent
transactions. These transactions, reported in over 110 companies under resolution, are worth
over Rs 40,000 crore, according to a senior official familiar with the
development.

That is almost the Rs 42,885 crore banks have realised from the resolution processes in the
entire quarter of April -June. Bulk of these recoveries came from two accounts – Bhushan Steel
(Rs 35,771 crore) and Electrosteel (Rs 5,320 crore).

The numbers showed that frauds, which include siphoning of funds, transactions with related
parties and fictitious persons, were widespread in cases that have been referred to the National
Company Law Tribunals (NCLT) across the country. Apart from adversely impacting the
recoveries for the lenders, these cases are also making the lives of the RPs complicated and
risky as cornered promoters turn hostile.

“It shows that at least 15 per cent of the accounts have seen frauds of some nature or other.
Typically, the reports come after the IP (insolvency professional) had spent some time in the
company and studied the books. So, the number is likely to go up,” the official added.

About 716 companies are currently under resolution, according to latest data from IBBI. Of these
about 480 companies are in advanced stages of three months or more.

Powers of RPs
Of the big 12 cases that were referred to the NCLT by the Reserve Bank of India (RBI) last year,
fraud has been reported under at least ten.

Under provisions of Insolvency and Bankruptcy code ( IBC), the RP is required to file an
application under Section 66 of the Act to the adjudicating authority, which is the respective
NCLT. The authority would then pass an order.

However, detecting fraud itself is not easy.

Section 18 of the Code cast a duty on the RP to collect information relation to the assets,
finance or operations of the corporate debtor for the last two years and then to determine the
financial position of the corporate debtor.

The Code provides him the power under Section 20 to appoint accountants, legal or other
professional to perform his obligations under the Code. In several cases RPs have appointed
forensic auditors.

The Code under Section 17 and 19 also provide the power to control the books of accounts and
to seek any information from the promoters as well as the government department.
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Banks and other creditors can also report such dubious transactions to the professional who is
under obligation to act on them and report to adjudicating authority for remedial measure failing
which the insolvency professional is liable for disciplinary action.

In the event of failure of the insolvency professional to act on such dubious transactions, the
creditor also can file the application with the adjudicating authority.

“Though the RPs are keen to complete the resolution and exit, they are taking this obligation
under the act seriously, which is reflecting in the increasing number of applications under
Section 66,” the official added.

Promoters actions under scanner
So far, NCLT has passed order in only one fraud case. This pertains to the Jaypee Infratech
matter, wherein Anuj Jain, the RP, reported that transactions of mortgage of land totaling 858
acres belonging to the company to secure debt of its parent Jaiprakash Associates was
fraudulent. The transactions entered into by the promoters and promoters during the look-back
period of two years were declared fraudulent.

The NCLT also ordered that the security interest created by Jaypee Infra in favour of Jaypee
Associates be released.

The other big 12 cases where fraud has been reported is Bhushan Steel, which has been sold
off to the Tata group. Though there is no order from NCLT in the matter yet, the Serious Fraud
Investigation Office under the ministry of
corporate affairs has taken cognizance of the matter and arrested Neeraj Singhal, the erstwhile
promoter of Bhushan Steel.

Dangerous profession
As such cases and complaints mount, the life of RPs have become risky. "It has become a
dangerous profession," the official said.

There are several instances of non-cooperation and hostility, where matters have gone to police
and courts. In some cases, RPs have alleged that the promoters are instigating workers against
the RP, making him a demon who has come to take away their jobs.

Mamta Binani, a senior company secretary and a practising RP, said promoters objections and
non-cooperation with the RP emanated from two broad reasons. "Firstly, they do not want to
lose the company they have built. Secondly, they are scared of the look-back period of two
years, where their past actions would come under scrutiny. They know eventually they have to
cede control. But they want to buy time to either destroy or tamper with records."

These delaying tactics have affected the overall resolution process. The average time taken for
the cases that have seen resolution so far is 235 days. This overshoots the 180-day timeline
mandated by law by close to two months. Among the 716 resolutions currently under process,
over 300 have crossed the 180-day mark, while 183 are over 90 days but less than six months
old.

In a recent instance of a hotel company, the RP has to go to all the way to the Supreme Court to
get a direction against the promoter to cooperate in the resolution and not to instigate workers.
Several cases are stuck in appeals in NCLT and appellate levels.

In July, Devendra Jain, a Mumbai-based insolvency professional, who was dealing with a
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company running a collective investment scheme, was kidnapped by the investors of the
scheme. They were under the
impression that since the RP has been appointed, he is responsible for getting them their money
back.

Binani said RPs have also learnt from their experiences. "These days we try to understand the
promoter beforehand. We try and land up as a team. Sometimes, these help. But, in smaller
centres and remote areas where people believe political power can help, there are still issues."

RPs also move NCLT when things get out of hand. But, given the load on the tribunals, hearing
could take weeks, killing precious time. "This is a major hurdle," Binani said. The government is
in the process of doubling the strength of the NCLT by hiring 30 more members.

Professionals say promoters have also indulged in filing frivolous complaints against the RPs to
keep them in a state of intimidation or under pressure.
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Source : www.pib.nic.in Date : 2018-10-01

GOVERNMENT CONSTITUTES COMPETITION LAW
REVIEW COMMITTEE TO REVIEW THE COMPETITION
ACT

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

Ministry of Corporate Affairs

Government constitutes Competition Law Review
Committee to review the Competition Act

Posted On: 30 SEP 2018 12:27PM by PIB Delhi

In pursuance of its objective of ensuring that Legislation is in sync with the needs of strong
economic fundamentals, the Government has constituted a Competition Law Review Committee
to review the Competition Act.

The Competition Act was passed in the year 2002 and the Competition Commission of India was
set up in pursuance of the same. The Commission started functioning in right earnest from 2009
and has contributed immensely towards the development of competition and fair play practices
in the Indian market. During the past nine years the size of the Indian Economy has grown
immensely and India is today amongst the top five  Economies in the World and poised to forge
ahead further. In this context, it is essential that Competition Law is strengthened, and re-
calibrated to promote best practices which result in the citizens of this country achieving their
aspirations and value for money.

The Review Committee comprises of the following:

Secretary, Ministry of Corporate Affairs                                  - Chairpersoni.
Chairperson, Competition Commission of India (CCI)                      - Memberii.
Chairperson, Insolvency and Bankruptcy Board of India      - Memberiii.
Shri Haigreve Khaitan, M/S Khaitan & Co.                                       - Member  iv.
Shri Harsha Vardhana Singh, IKDHVAJ Advisers LLP                   - Memberv.
Ms. Pallavi Shardul Shroff, Advocate,                                               - Membervi.
M/S Shardul Amarchand Mangaldas & Co.

Dr. S. Chakravarthy, IAS (Retd.), Hony. Visiting Prof. ASCII        - Membervii.
Shri Aditya Bhattacharjea, Professor of Economics,             - Memberviii.
Delhi School of Economics

Joint Secretary (Competition), MCA                                Member Secretaryix.
The Terms of References of the Committee are as follows:-

To review the Competition Act/ Rules/ Regulations, in view of changing business
environment and bring necessary changes, if required;

i.

To look into international best practices in the competition fields, especially anti-trust laws,
merger guidelines and handling cross border competition issues;

ii.

To study other regulatory regimes/ institutional mechanisms/ government policies whichiii.
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overlap with the Competition Act;
Any other matters related to competition issue and considered necessary by the
Committee.

iv.

The Committee shall complete its work and submit its report within three months of the date of
its first meeting.

 

         DSM/RM

(Release ID: 1547975) Visitor Counter : 679

Read this release in: Marathi , Malayalam
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Source : www.thehindu.com Date : 2018-10-02

RESCUING IL&FS
Relevant for: Indian Economy | Topic: Investment Models: PPP, SEZ, EPZ and others

The Centre’s move to supersede the Board of Directors of the troubled Infrastructure Leasing
& Financial Services (IL&FS) has come not a day too soon. By explicitly stating its intent to
“ensure that needed liquidity is arranged for IL&FS from the financial system”, the Centre has
sent out an unambiguous message to the markets that it will not allow the company to fail. In
fact, a lot of the turbulence witnessed in the debt and stock markets last week could have been
avoided had the government acted earlier. Any rescue plan for the beleaguered company
obviously had to begin with replacing the existing management that was responsible for
mismanaging its affairs. The annual general meeting of shareholders of IL&FS on September 29
had approved a rights issue of 4,500 crore and a debenture issue of 15,000 crore. But which
lender or shareholder would commit to extending support to the company when it was defaulting
regularly and the same set of people responsible for the mismanagement continued to be in
charge? Against this backdrop, a change in management and the appointment of experienced
people — such as Uday Kotak, who has rich experience in the finance sector; G.C. Chaturvedi,
former bureaucrat and non-executive chairman of ICICI Bank; and G.N. Bajpai, former chairman
of the Securities and Exchange Board of India and the Life Insurance Corporation — should lend
confidence to lenders and investors.

The company is listed as “systemically important” by the Reserve Bank of India, and with over
1,15,000 crore of assets and 91,000 crore of debt, it is too big to fail. The interlinkages between
IL&FS and other financial sector entities such as banks, mutual funds and infrastructure players
are too strong and the company would have taken them all down with it if it were allowed to fail.
At this point, the problem appears to be one of liquidity and not solvency — it is a classic case of
over-leveraging, and an asset-liability mismatch caused by funding projects of 20-25 years
payback period with relatively short-term funds of 8-10 years. There is a felt need here for long-
term finance sources for infrastructure projects. The LIC and some insurance companies are the
only domestic sources and they too do not lend beyond 10 to 12 years. The Centre and the RBI
should look at ways to deepen the debt markets where infrastructure players can borrow long-
term. It also needs to be analysed how a company listed as “systemically important” managed to
fly under the radar with misgovernance. The debt pile-up due to over-leveraging did not happen
overnight. How did the RBI, as the regulator, miss the goings-on? Are the shareholders, which
are well-known institutions, guilty of misplaced faith in the management, or were they negligent?
Finding answers to these questions is as important as rescuing IL&FS.
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Source : www.economictimes.indiatimes.com Date : 2018-10-02

RBI NORMS ON FLEET SIZE, NET WORTH HARMING
CASH LOGISTICS COMPANIES: CAPSI

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

NEW DELHI: The RBI's net worth and fleet size stipulations for cash management companies
pose a grave security as well as financial threat, an industry body said Monday. Cash logistics is
a business agreement between a bank and the service provider and the RBI has no reason to
get involved in this area of banking services and management, the Central Association of
Private Security Industry (CAPSI) said here.

In April, the Reserve Bank had set criteria for banks for outsourcing the services of cash
management logistics. It said the cash handler and its sub-contractors should have a minimum
net worth of Rs 100 crore and a fleet of minimum 300 specifically fabricated cash vans
(owned/leased).

The net worth requirement came into immediate effect for future outsourcing contracts. For
existing contracts, banks were required to ensure that the criterion was met by March 31, 2019.

On the physical security infrastructure there are a number of stipulations laid down by the RBI,
including no movement of cash with armed guards, vans should be GPS enabled and have
tubeless tyres, wireless mobile communication and hooters, discouraging night movement of
vehicles and adequately trained staff associated with cash handling.

CAPSI Chairman Kunwar Vikram Singh said it is an organisation of small scale cash
management companies and it is not possible for them to meet such stipulations.

"This decision has resulted in sudden death to more than 2,000 medium and small enterprises
(MSMEs) servicing banks for the last 20 years. Thousands of ex-servicemen have lost their
means of livelihood and are now facing acute financial crisis," Singh said.

Singh also said till now there has not been even a single case where banks have faced any loss
due to theft or robbery as the money they handle is fully insured and the security system is
robust.

"The decision to hand over all cash management operations to foreign companies is baffling. It
is unthinkable to trust these foreign companies with our national cash," CAPSI said.

The prominent names in the cash logistics business such as CMS Infosystems (CMS), SIS
Prosegur and Brinks Arya have foreign holdings.

Singh said the foreign companies cannot be trusted with handling the Indian cash system.

"One such company is presently owned by a foreign based private equity firm which can sell this
company to anyone who can pay more for takeover. Even front companies of China or Pakistan
can take over these companies. It is a serious matter related to India's internal and financial
security," Singh said.

The umbrella body has already written to the Prime Minister's Office, the National Security
Advisor and the Finance Minister to seek their intervention to analyse the potential "national risk"
created by the "arbitrary" RBI order.
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CAPSI also said it has brought the matter to the notice of the Competition Commission of India
(CCI) as the RBI directive promotes monopoly.
NEW DELHI: The RBI's net worth and fleet size stipulations for cash management companies
pose a grave security as well as financial threat, an industry body said Monday. Cash logistics is
a business agreement between a bank and the service provider and the RBI has no reason to
get involved in this area of banking services and management, the Central Association of
Private Security Industry (CAPSI) said here.

In April, the Reserve Bank had set criteria for banks for outsourcing the services of cash
management logistics. It said the cash handler and its sub-contractors should have a minimum
net worth of Rs 100 crore and a fleet of minimum 300 specifically fabricated cash vans
(owned/leased).

The net worth requirement came into immediate effect for future outsourcing contracts. For
existing contracts, banks were required to ensure that the criterion was met by March 31, 2019.

On the physical security infrastructure there are a number of stipulations laid down by the RBI,
including no movement of cash with armed guards, vans should be GPS enabled and have
tubeless tyres, wireless mobile communication and hooters, discouraging night movement of
vehicles and adequately trained staff associated with cash handling.

CAPSI Chairman Kunwar Vikram Singh said it is an organisation of small scale cash
management companies and it is not possible for them to meet such stipulations.

"This decision has resulted in sudden death to more than 2,000 medium and small enterprises
(MSMEs) servicing banks for the last 20 years. Thousands of ex-servicemen have lost their
means of livelihood and are now facing acute financial crisis," Singh said.

Singh also said till now there has not been even a single case where banks have faced any loss
due to theft or robbery as the money they handle is fully insured and the security system is
robust.

"The decision to hand over all cash management operations to foreign companies is baffling. It
is unthinkable to trust these foreign companies with our national cash," CAPSI said.

The prominent names in the cash logistics business such as CMS Infosystems (CMS), SIS
Prosegur and Brinks Arya have foreign holdings.

Singh said the foreign companies cannot be trusted with handling the Indian cash system.

"One such company is presently owned by a foreign based private equity firm which can sell this
company to anyone who can pay more for takeover. Even front companies of China or Pakistan
can take over these companies. It is a serious matter related to India's internal and financial
security," Singh said.

The umbrella body has already written to the Prime Minister's Office, the National Security
Advisor and the Finance Minister to seek their intervention to analyse the potential "national risk"
created by the "arbitrary" RBI order.

CAPSI also said it has brought the matter to the notice of the Competition Commission of India
(CCI) as the RBI directive promotes monopoly.
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Source : www.livemint.com Date : 2018-10-02

OPINION
Relevant for: Indian Economy | Topic: Issues relating to Planning

International trade arrangements are being ripped apart by US President Donald Trump. Only an
ostrich with its head buried in the sand can think that the World Trade Organization (WTO) will
survive in its present form. A backlash against immigrants has altered political landscapes in
many countries. Only an ostrich would expect the flow of people across borders to ease soon.
Political divisions have become sharper in many countries between ruling political
establishments and populist movements rising from both the right and the left.

A principal cause of the global politico-economic malaise is the widespread breakdown of
people’s trust in the political establishments that have been ruling them in the past few decades.
Another force disrupting the Washington-dominated march of globalization is the remarkable rise
of China. “Death by China” is the title of a book by Peter Navarro, chief of trade and policy in the
Trump administration. The US, shaken by what China achieved by its industrial policies to
become the factory of the world, is alarmed by what it may achieve by its Made in China 2025
policy whereby it aims to also dominate emerging technology sectors, such as robotics and
artificial intelligence. One of the demands of the US in the ongoing trade war between the two
countries is that China should dismantle its Made in China 2025 policy.

The contrast between China’s and India’s economic development since the 1990s is stark. The
two countries’ industrial sectors had comparable capabilities at that time. Now China’s
manufacturing sector is 10 times as large, and machinery production in China is 50 times more
than in India. India and China have taken different paths to industrial development since the
1990s. India was coerced into adopting the path of the Washington Consensus when it turned to
the International Monetary Fund (IMF) for support because its foreign exchange reserves had
become precariously low. India had to open its economy for more imports and more investments
by foreigners. Free market ideologies, on which the Washington Consensus was founded,
forbade government supported industrial policies. Whereas China stayed on its own course of
building domestic capabilities.

The opening of India’s economy has benefited Indian consumers. While they were starved of
many things before, they have been able to buy a great variety of products made in other
countries—electronic goods, consumer durables, clothing, packaged foods—much of it made in
China. The question is: what has been India’s overall economic achievement? India’s current
account deficit has averaged 1.9% over the past five years, hardly less than the 2% in 1990
when India had to go to the IMF. India does not have to turn to the IMF now because inflows of
foreign direct investment (FDI) and foreign institutional investment (FII) since 2000 have been
over $600 billion. However, an analysis of these inflows shows that India has been selling assets
to pay for current consumption. Central depository data show that foreign investors (FDI and FII)
own a combined 56% of the value of all shares outstanding. It is estimated that more than half of
all profits generated by the organized private sector accrue to foreign investors.

In history’s most successful programme of poverty reduction, China has been able to provide
employment to millions of its people, increasing their incomes manifold by promoting
manufacturing in China (almost all by Chinese companies). India, meanwhile, is confronted with
a big economic and political challenge. Good times for its masses (the ‘acche din’ they were
promised by the new government in 2014) will come only when their incomes rise faster, with
jobs and ownership of enterprises. The employment elasticity of the Indian economy—the
numbers of jobs generated by each unit of gross domestic product (GDP) growth—is among the
lowest in the world. Small enterprises find it difficult to do business and grow. Even large
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enterprises have not been investing much in recent years.

‘Make in India’ was a good vision. However, it has not had much traction on the ground because
policies are mired in ideological contentions. The confusion is glaringly obvious in the defence
production sector. Shorter term benefits, of satisfying customer needs (in this case the armed
forces) and accepting suppliers’ conditions so that deals can be done continue to weigh over
longer term requirements of building the country’s own industrial base.

For India to be taken more seriously in shaping global trade and geo-political policies, as China
is now, India must change the policy framework applied to its own development. The principles
of the Washington Consensus were:

•No boundaries for flows of trade and finance.

•Rights of investors privileged over rights of workers.

•Limited role for governments in economies.

•Social security is a ‘socialist’ idea, and therefore bad.

•National governments subordinated to international organizations (WTO, World Bank) and to
demands of international investors and companies.

•National industrial policies forbidden.

India needs sound economic policies to grow more production, more enterprises, and more jobs
in India. A strategy is necessary to integrate trade, industry, labour, finance, and other policies to
achieve the country’s goals. Economic reforms whose thrust is to provide consumers more stuff
to aspire for, but do not provide them the means to earn and pay for, are short-sighted. They will
result in social and political problems, as India is experiencing now. The litmus test of India’s
economic strategy must not be whether it is attractive for foreign investors (which seems to
matter too much now to many Indian economists and policy-makers), but whether it is attractive
for small, Indian entrepreneurs. When Washington has dumped the principles of the Washington
Consensus, it is time for India’s economists and policy-makers to wake up to a new world order.
It is high time that India creates an India Consensus for its own development.

(Arun Maira was a member of the erstwhile Planning Commission)
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Source : www.pib.nic.in Date : 2018-10-02

FIRM AND DECISIVE GOVERNMENT ACTION TAKEN TO
PRESERVE VALUE AND ASSETS OF IL& FS

Relevant for: Indian Economy | Topic: Investment Models: PPP, SEZ, EPZ and others

Ministry of Finance

Firm and Decisive Government Action taken to preserve
value and assets of IL& FS

Government stands fully committed to ensure much
needed liquidity arranged for the IL& FS from the financial
system so that no more defaults take place and the
infrastructure projects  implemented smoothly

Posted On: 01 OCT 2018 5:12PM by PIB Delhi

IL&FS, incorporated in 1987, is a large Systemically Important Non-Deposit Accepting Core
Investment Company (CIC-ND-SI). It has numerous infrastructure assets and has played a
major role in infrastructure development and financing in the country. It has 169 group
companies, as in 2017-2018, including subsidiaries, joint venture companies and associate
entities. A series of defaults by IL&FS Group companies in August and September, 2018 on
term-deposits, short-term deposits, inter-corporate deposits, commercial paper and non-
convertible debentures and the rating downgrades in some and default on some other financial
instruments has resulted into massive effect in the financial markets causing redemption
pressure on the mutual funds, which held such financial instruments and has also adversely
impacted the sentiments on the stock markets, money markets and debt markets. The
redemption pressure on mutual funds has created a large systemic risk leading to quality papers
being sold at steep discounts to meet the redemption demand. The debt market shocks got
transferred to the equity market sparking sell off particularly in NBFC stocks and sectors linked
with NBFC financing.

 

IL&FS Group, as per their latest Balance Sheet has infrastructure and financial assets
exceeding Rs 115000 crore is presently facing tremendous debt pressure and struggling to
service around Rs. 91000 crore in debt which is the outcome of its mismanaged borrowings in
the past. The financial mismanagement of the IL&FS is apparent from its rapid debt built up and
misrepresentation of true state of financial fragility, which is being reflected in unprecedented
rating downgrade from highly rated to a default category.  Considering the capital base of the
Group, the leverage is very high. The IL&FS Group is involved in many infrastructure projects
including through equity and debt financing. Any impairment in its ability to finance and support
the infrastructure projects would be quite damaging to the overall infrastructure sector, financial
markets and the economy, considering its systemically important nature. The Government
stands fully committed to ensure that needed liquidity is arranged for the IL& FS from the
financial system so that no more defaults take place and the infrastructure projects are
implemented smoothly.
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The IL&FS Group, especially its subsidiary companies, IL&FS Engineering and Construction
Company Limited (IL&FS Engineering) and IL&FS Transportation Networks Ltd. had got into
major problems beginning 2012. This led to massive delays in execution of projects and a
number of projects had become stalled infrastructure projects even before 2014. This affected
their financial performance and significantly increased the leveraging as delayed projects were
kept afloat by more and more debt financing. IL&FS Engineering had a series of losses
beginning 2011-12 and minimal profit started after 2015-16. IL&FS Transportation Network Ltd.
witnessed significant erosion of profit starting from 2012-13 and the net debt also increased
more than two times from Rs. 13939 crore to Rs. 29961 crore in 2017-18. Deterioration in the
financial performance and substantial leveraging of the IL&FS Group started many years ago on
account of stalled projects in infrastructure sector largely owing to wrong decisions and policy
paralysis before 2014.  

The restoration of confidence of the money, debt and capital markets, the banks and
financial institutions in the credibility and financial solvency of the IL&FS Group is of
utmost importance for the financial stability of capital and financial markets. There is an
emergent need to immediately stop further financial defaults and also take measures to
resolve defaulted dues to the claimants. This would require a combination of measures of
asset sales, restructuring of some liabilities and fresh infusion of funds by the investors
and lenders. The confidence of the financial market in the credibility of the IL& FS
management and the company needs to be restored. There appears to be significant
liquidity gap in the Company as estimated liabilities might not have any corresponding
revenues / capital flows presently. In the circumstances, replacement of the existing
management by the new management appeared to be most necessary and immediately
required to be done for restoring that confidence and to avoid any suboptimal liquidation
of assets.       

The Government, after analysing the emerging situation of the IL&FS Group come to the
conclusion that the governance and management change in IL&FS Group is very
necessary for saving the Group from financial collapse, which required an immediate
change in the existing Board and management and appointment of a new management.
Continuance of the present Board had become prejudicial to the interests of the company
and its members and this management was affecting public interest because of its
adverse impact on financial stability and making capital markets so adversely affected.
Therefore, the National Company Law Tribunal (NCLT) was approached today by the
Government under section 241 read with 242 of the Companies Act, 2013 to order
supersession of the present Board of Directors of the IL&FS and its substitution by the
new Board of Directors.

 

The Government was compelled to take this extraordinary step under section 241(2) of the
Companies Act, 2013 to apply to the Tribunal for an order to prevent further mismanagement in
order to protect public interest. The decision to supersede the existing board was taken
after careful consideration of a report received from the Regional Director, Mumbai under
the Ministry of Corporate, Affairs which clearly brought out serious corporate related
deficiencies in the IL&FS holding company and its subsidiaries. It was noted that the
consolidated financial statement of IL&FS holding company and its subsidiaries, associates and
joint ventures projected a picture through highly exaggerated depiction of non-current assets in
the form of intangible assets amounting to over Rs. 20,000 crores. Besides, bulk of revenue was
in the form of receivables, around 50%, which was locked up in litigation and arbitration. Added
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to this, there has been a sharp increase in bank deposits held in lien, which rose by Rs.
1,681.59 crores in FY 2017-18. Overall, the company has negative cash flows from operations.
Further the net outflow was Rs. 7,020 crores in 2017-18. From August 2018 the company has
been making repeated defaults. It has been noted that there is deep-rooted mismatch in the
debt-equity ratio because of excessive leveraging, which has put a question mark in its ability to
continue as a going concern if allowed to continue in the hands of the present management. The
high debt stress was clearly visible in the company and its main subsidiaries for the last so many
years, but was camouflaged by misrepresentation of facts. Besides, the fact that the company
continued to pay dividends and huge managerial pay-outs regardless of looming liquidity
crisis shows that the management had lost total credibility. There have also been serious
complaints on some of the companies for which an SFIO investigation has been ordered
into the affairs of IL&FS and its subsidiaries.

 

The supersession of the existing Board and its replacement by a new Board of IL&FS is the
necessary first step towards restoring the confidence of the financial market in the IL&FS Group.
The Government is aware of the need to supplement this with several other measures which are
required to be taken. Restoration of confidence of the financial market and to ensure solvency
and orderly sale of the assets of the IL&FS Group would, inter alia, require time-bound sale of
assets and realisation of receivables, fresh capital infusion, restructuring of business and
ensuring continued access of the IL&FS Group to the financial market to meet its present and
future financing needs. The Government is committed to ensuring the financial solvency of the
IL&FS Group with a view to maintaining the financial stability in the country. Towards this end,
the Government is committed to ensure that ILFS Group receive much needed temporary
liquidity support.  It is hoped that financial institutions would be supportive for providing
urgent liquidity. The Government would also take all necessary steps to ensure that the
infrastructure and other productive sectors of the economy continue to get financial
resources to maintain the growth momentum of the Indian Economy, the fastest growing
economies in the world.  

DSM/RM
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Source : www.pib.nic.in Date : 2018-10-02

GRAM SABHAS TO INFORM FARMERS ABOUT THE
ENROLMENT OF FARMERS UNDER PRADHAN MANTRI
FASAL BIMA YOJNA (PMFBY)

Relevant for: Indian Economy | Topic: Agricultural Finance & Insurance

Ministry of Agriculture & Farmers Welfare

Gram Sabhas to inform farmers about the enrolment of
farmers under Pradhan Mantri Fasal Bima Yojna (PMFBY)

Posted On: 01 OCT 2018 4:44PM by PIB Delhi

Gram Sabhas across the country have been asked to inform the farmers about the enrolment
and benefits of Pradhan Mantri Fasal Bima Yojan (PMFBY) at the beginning of the Rabi Season
today. The Gram Sabhas will also inform the farmers on how they can insure their crops under
the Scheme. The Ministry of Agriculture and Farmers’ Welfare has requested the Ministry of
Panchayati Raj and the State Governments to include this as an agenda in the upcoming Gram
Sabhas, especially for the one scheduled on 2nd October 2018, in connection with Gandhi
Jayanti.  This is as part of the awareness initiatives taken up at various levels by the Govt and
Insurance Companies to create awareness about the Scheme and mobilise farmers to insure
their crops.

This is also the first season for PMFBY with its revised operational guidelines in place.   The
Govt expects the companies to reduce premium rates, especially as the general cut-off date for
enrolment has been advanced by 15 days for both seasons.  As per the revised operational
guidelines, the farmers get 72 hours to intimate individual claims against the existing 48 hours. 
This can be done through any of the channels provided under the Scheme and directly on the
portal of PMFBY. In case of any grievance, the farmers can access dedicated grievance
redressal authorities.  Revised operational guidelines provide for appointment of District Level
Grievance Redressal Officer and creation of State and District Grievance Redressal Cells for
fast redressal of grievances.

Non-loanee farmers can approach designated Common Service Centres, banks and insurance
agents for insuring their crops or directly enrol on the portal.  Those farmers who avail short term
crop loans from formal financial institutions at concessional rates of interest are automatically
covered under the Scheme.

*****

APS/RCS
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Source : www.hindustantimes.com Date : 2018-10-02

JOB GROWTH SHOULD ADDRESS INDIA’S SOCIO-
ECONOMIC CONCERNS

Relevant for: Indian Economy | Topic: Issues relating to Employment

Resolving the jobs question is central to India’s future prosperity and stability. For an economy
as large and diverse as India, a successful resolution of the employment challenge is impossible
without confronting deeper socio-economic questions. Technocratic, political and philosophical
approaches have to be complements, not substitutes in this process. Unfortunately, the opposite
holds true in reality.

Big-ticket manufacturing is seen as the panacea for reducing unemployment. But this sector is
also witnessing increasing contract-based work, which is adding to the squeeze on workers’
earnings and quality of jobs. We rightfully celebrate the rise in educational enrolment in the
country. But lack of comprehensive knowledge about the quality of education which has
accompanied this rise in enrolment, also makes us circumspect about the future gains from this
achievement. Faster environmental clearances are seen to be business, and hence,
employment friendly. These short term gains might come at the cost of long-term sustainability.
Agitations demanding reservations have proliferated across the country. Posturing about such
agitations is driven more by sectarian interests than principles. Political parties repeatedly
commit themselves to safeguarding reservations in government, yet any discussion on private
sector reservations continues to be a taboo in the mainstream political discourse.

The solution to these multiple and often conflicting constraints vis-à-vis the employment
challenge is not to become cynical or brazen. What India needs is an honest long-term policy
framework which tries to do justice to all these concerns.

As is obvious, we need to first start asking the right questions before trying to find answers to
them. To say that the present discourse on employment falls short is an understatement.

Azim Premji University’s initiative of launching an annual State of Working India report is a
laudable effort to fill this void. The inaugural report, which was launched last week, gives a lucid
yet informed summary of the Indian labour market. Chapter titles (who is looking for work, where
is the work, how good is the work and who does the work) are a testimony to the quality of
discussion. And not all of it is descriptive stats. The report has a central message: Gandhi and
Ambedkar must meet Kuznets and Lewis (the last two are celebrated development economists)
to solve India’s employment challenge. Gandhi stands for environmental sustainability,
Ambedkar for social justice, Kuznets for the labour force shifting from farm to non-farm jobs and
Lewis for a shift from less productive to more productive sectors.

First Published: Oct 01, 2018 12:08 IST
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Source : www.pib.nic.in Date : 2018-10-02

PETROLEUM MINISTER LAUNCHES SATAT INITIATIVE
TO PROMOTE COMPRESSED BIO-GAS AS AN
ALTERNATIVE, GREEN TRANSPORT FUEL

Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

Ministry of Petroleum & Natural Gas

Petroleum Minister launches SATAT initiative to promote
Compressed Bio-Gas as an alternative, green transport fuel

Posted On: 01 OCT 2018 12:25PM by PIB Delhi

Shri Dharmendra Pradhan, Union Minister of Petroleum and Natural Gas & Skill Development
and Entrepreneurship today launched an innovative initiative here, with PSU Oil Marketing
Companies (OMCs) inviting Expression of Interest (EoI) from potential entrepreneurs to set up
Compressed Bio-Gas (CBG) production plants and make available CBG in the market for use in
automotive fuels. The EoI are available on the websites of the OMCs and can be filled from 1st

October, 2018 to 31st March, 2019.

 

Speaking on the occasion, the Petroleum Minister said that the Swachhta fortnight is being
observed throughout the country, and this is a significant move in this direction. He said that the
Gas is clean and cheaper mode of fuel and the Government has taken several steps to promote
its production and usage. Sh Pradhan said that the Government is keen to set up 5000 CBG
plants in next 5 years, and for this purpose, production offtake guarantee is being given for such
plants. There will be no restriction on the technology choice and Government is incurring Rs
75,000 Crore capital expenditure for setting up infrastructure for City Gas distribution network.
Besides the potential to boost availability of more affordable transport fuels, better use of
agricultural residue, cattle dung and municipal solid waste, the CBG plants will provide an
additional revenue source to farmers, and 75,000 direct job opportunities and lakhs of indirect
jobs. He said that not only OMCs, but also other Gas distribution companies and other
concerned departments should also take part in it. The Minister said that currently 42 lakh
households are getting PNG supply, and there is a commitment to cover 2 crore households in
300 districts by the suppliers after the implementation of 9th round of CGD bids.

 

Titled SATAT, the initiative is aimed at providing a Sustainable Alternative Towards Affordable
Transportation as a developmental effort that would benefit both vehicle-users as well as
farmers and entrepreneurs. This initiative holds great promise for efficient municipal solid waste
management and in tackling the problem of polluted urban air due to farm stubble-burning and
carbon emissions. Use of CBG will also help bring down dependency on crude oil imports and in
realising the Prime Minister’s vision of enhancing farmers’ income, rural employment and
entrepreneurship.

 

Background
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Bio-gas is produced naturally through a process of anaerobic decomposition from waste / bio-
mass sources like agriculture residue, cattle dung, sugarcane press mud, municipal solid waste,
sewage treatment plant waste, etc. After purification, it is compressed and called CBG, which
has pure methane content of over 95%. Compressed Bio-Gas is exactly similar to the
commercially available natural gas in its composition and energy potential. With calorific value
(~52,000 KJ/kg) and other properties similar to CNG, Compressed Bio-Gas can be used as an
alternative, renewable automotive fuel. Given the abundance of biomass in the country,
Compressed Bio-Gas has the potential to replace CNG in automotive, industrial and commercial
uses in the coming years.

 

There are multiple benefits from converting agricultural residue, cattle dung and municipal solid
waste into CBG on a commercial scale:

 

Responsible waste management, reduction in carbon emissions and pollution ●

Additional revenue source for farmers●

Boost to entrepreneurship, rural economy and employment●

Support to national commitments in achieving climate change goals●

Reduction in import of natural gas and crude oil●

Buffer against crude oil/gas price fluctuations●

 

The potential for Compressed Bio-Gas production from various sources in India is estimated at
about 62 million tonnes per annum.

Compressed Bio-Gas plants are proposed to be set up mainly through independent
entrepreneurs. CBG produced at these plants will be transported through cascades of cylinders
to the fuel station networks of OMCs for marketing as a green transport fuel alternative. The
1,500-strong CNG stations network in the country currently serves about 32 lakh gas-based
vehicles. The Working Group on Biofuels, set up under the National Policy on Biofuels 2018, is
in the process of finalising a pan-India pricing model for Compressed Bio-Gas.

 

The entrepreneurs would be able to separately market the other by-products from these plants,
including bio-manure, carbon-dioxide, etc., to enhance returns on investment.

The National Policy on Biofuels 2018 emphasises active promotion of advanced bio-fuels,
including CBG. The Government of India had launched the GOBAR-DHAN (Galvanising Organic
Bio-Agro Resources) scheme earlier this year to convert cattle dung and solid waste in farms to
CBG and compost. The scheme proposes to cover 700 projects across the country in 2018-19.
The programme will be funded under Solid and Liquid Waste Management (SLWM) component
of Swachh Bharat Mission-Gramin (SBM-G) to benefit households in identified villages through
Gram Panchayats. The Ministry of New and Renewable Energy has notified Central Financial
Assistance (CFA) of Rs. 4 crore per 4,800 kg of CBG per day generated from 12,000 cubic
metres of biogas per day, with a maximum of Rs.10 crore per project.

Compressed Bio-Gas can be produced from various bio-mass/waste sources, including
agricultural residue, municipal solid waste, sugarcane press mud, distillery spent wash, cattle
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dung and sewage treatment plant waste. The other waste streams, i.e, rotten potatoes from cold
storages, rotten vegetables, dairy plants, chicken/poultry litter, food waste, horticulture waste,
forestry residues and treated organic waste from industrial effluent treatment plants (ETPs) can
be used to generate biogas.

 

Going forward, Compressed Bio-Gas networks can be integrated with city gas distribution (CGD)
networks to boost supplies to domestic and retail users in existing and upcoming markets.
Besides retailing from OMC fuel stations, Compressed Bio-Gas can at a later date be injected
into CGD pipelines too for efficient distribution and optimised access of a cleaner and more
affordable fuel.

 

YB
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Source : www.livemint.com Date : 2018-10-02

OPINION
Relevant for: Indian Economy | Topic: Infrastructure: Urbanisation and related Issues

Traffic congestion has increased dramatically in India. Congestion and the associated slow
urban mobility can have a huge adverse impact on both the quality of life and the economy. Are
all cities in India congested or just some of them? Are Delhi and Mumbai less or more congested
than, say, Patna and Varanasi? Are mobility and congestion different within cities across the
centre and periphery, and at different times of the day? How congested are Indian cities
compared to cities in the US? What does the future hold?

Our understanding of the underlying reasons for congestion is still evolving. A popular view is
that urbanization leads to ever larger cities and increased rates of motorization. These two
features eventually lead to a complete gridlock and congestion. However, economic growth also
brings about better travel infrastructure, which facilitates uncongested mobility and increases the
pace of urban mobility. Indian cities have experienced both these trends. These changes are
taking place at a much faster pace in India than in the UK and the US. Transportation
investments constitute the largest component of lending of many global development
institutions. A deeper understanding of the interactions between urbanization, urban mobility and
congestion will help improve investments in transport and city competitiveness.

Data on urban transportation in India is scarce. In the UK and the US, knowledge on urban
mobility and congestion stems from surveys of household travel behaviour. However, such
surveys are prohibitively expensive to carry out in India. We used other methods to examine
urban mobility and congestion. We used a popular web mapping and transportation service to
generate information for more than 22 million trips across 154 large Indian cities (Mobility and
congestion in urban India by Aman Prottoy Akbar, Victor Couture, Gilles Duranton, Ejaz Ghani
and Adam Storeygard, 2018, World Bank).

Hard data shows that mobility is slow in most Indian cities. It is slow even outside the peak hours
of traffic, and in both large and small cities. India’s mean travel speed across cities is just 24.4
km per hour, much slower than the mean travel speed of 38.5 km per hour in metropolitan cities
in the US. There are also big differences in mobility across cities in India. A factor of nearly two
separates the fastest and slowest cities. These differences are driven by the differences in
uncongested mobility, and not by differences in how congested they are.

Time does make some difference to urban mobility and congestion. The slowest periods in the
evening are more than 25% slower than the fastest in the middle of the night. Travel speed
starts declining early in the morning and recovers late in the evening. Distance also makes a
difference. Longer trips are faster. Trips further away from the city centre are also faster.
Congestion really matters close to the city centre, especially in the big cities. Weather
characteristics such as rain, humidity, heat, and more windy conditions are associated with
higher travel speeds.

The multi-purpose nature of urban transport also impacts urban mobility in India. Roads in cities
are multi-purpose public goods, used by various classes of motorized and non-motorized
vehicles to travel and park, as well as a wide variety of other users such as street-sellers,
children playing and animals. Non-transportation uses of the roadway do slow down motorized
vehicles.

The slowest cities in India include the seven largest cities (see Table 1). Which is the slowest
city? Kolkata stands out as the most congested and the slowest city in India. Which are the
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fastest cities? This list is more heterogeneous (see Table 2). Many are small cities. The fastest
is Ranipet in Tamil Nadu. Chandigarh is an exception in the list of fast cities, as it is bigger than
the rest, with a population of more than one million. But unlike most Indian cities, Chandigarh is
a planned city, characterized by a regular grid pattern laid out by the French architect Le
Corbusier.

Policy challenge

Slow urban mobility in India is primarily due to cities being slow all the time, rather than
congested at peak hours. However, congestion is not a nationwide problem. It is concentrated
near the centre of the largest Indian cities. Given their importance to the Indian economy, these
areas with the highest levels of congestion, such as the city centres of Kolkota and Bengaluru,
should be the focus of policy efforts to alleviate congestion.

Indian cities do not experience the familiar twin peak congestion pattern experienced in the UK
and the US, due to morning and evening commutes. There is almost no distinct morning peak;
instead, there is a slow buildup of congestion that often persists until late into the evening.
These unique patterns are consistent with Indian roads being multi-purpose public goods that
serve a wide variety of use other than motorized transport that slow down travel.

The unique Indian travel patterns imply that country-specific and city-level policies are
necessary. Standard policy recommendations such as congestion pricing or other types of travel
restrictions may do little to improve mobility. Instead, potentially costly travel infrastructure
investments may be the only way to improve uncongested mobility. Better uncongested mobility
generally correlates with the process of faster economic growth.

Despite increased congestion, urbanization is associated with higher urban mobility, contrary to
the conventional wisdom that urban growth and development condemns developing cities to
gridlock. More primary roads and regular grid patterns are associated with faster urban mobility.
Investment in urban transport also plays an important role in influencing property prices. Land
value taxes have huge potential to scale up urban mobility as well as maximize finance for
development.

Ejaz Ghani is lead economist at the World Bank.
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Source : www.indianexpress.com Date : 2018-10-02

BROKEN SYSTEM
Relevant for: Indian Economy | Topic: Investment Models: PPP, SEZ, EPZ and others

Planning to buy a mid-range smartphone? Honor 9N is the notched beauty you need

The Centre and the Reserve Bank of India have, for now, seemingly staved off the crisis
resulting from the series of defaults by the Infrastructure Leasing and Financial Services (IL&FS)
and its subsidiaries. The infrastructure developer and financing institution has unveiled a
restructuring plan that involves a short-term bridge loan and a Rs 4,500-crore capital infusion
through subscription to a rights issue by its primary shareholders, besides raising money via
sale of existing assets. The whole objective has been to demonstrate that both IL&FS and its
shareholders, especially the state-owned Life Insurance Corporation and State Bank of India,
are fully behind the institution to ensure that its liabilities aggregating some Rs 91,000 crore are
fully discharged. IL&FS has already moved the National Company Law Tribunal to reach an
agreement with creditors for settling outstanding dues. The proposed plan, together with the RBI
announcing liquidity infusion measures through open market operations, should help assuage
fears of any contagion from defaults by a major financial institution. That would have been a
disaster in the current scenario, where emerging markets, including India, are bearing the brunt
of capital outflows due to the US Federal Reserve raising interest rates and soaring global crude
prices causing a widening of current account deficits.

But even as IL&FS goes about repairing its broken balance sheet, the government and RBI
need to seriously address the glaring governance failures and regulatory oversight responsible
for the crisis. The problem with institutions like IL&FS is that they operate in a regulatory twilight
zone of not being a bank and yet financing long-term infrastructure projects through mostly
short-term borrowings. Worse, IL&FS used its private institution status to float innumerable
subsidiaries and special purpose vehicle, even while choosing not be publicly listed. Where it
was convenient, it also positioned itself as a quasi government entity for attracting investor
funds. This was a model that allowed for little transparency and, at the same time, gave plenty of
leeway for the senior management to reward itself top dog pay packets, including stock options,
sans any accountability. That party has thankfully ended, but the revellers need to be brought to
book.

More importantly, the IL&FS episode is a pointer to future challenges in infrastructure financing.
India no longer has the old development finance institutions that were charged with funding
capital-intensive long-gestation projects. Their absence led to banks filling the void during the
2000s with disastrous consequences. With the likes of IL&FS and IDFC (Infrastructure
Development and Finance Company) also failing, a serious thought has to be given to the right
institutional model for financing infrastructure — without which India can’t grow at 8 per cent on
a sustained basis.
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Source : www.thehindu.com Date : 2018-10-03

A FLIGHT PATH WITH OBSTACLES
Relevant for: Indian Economy | Topic: Infrastructure: Airports

At Agroscope, the ‘Swiss centre of excellence for agricultural research’, in Nyon, Switzerland,
agriculture scientists fly a drone to study nitrogen level in leaves, not for a farm as a whole, but
for each individual plant. The drone takes a large number of images, which when fed into a
computer model with data on soil condition, weather, time of the year and other information
helps analyse which plants are deficient in nitrogen, enabling farmers to add corrective fertilizer
only where necessary. Sensefly, a Swiss drone manufacturer, has customers around the world
whose use of drones has resulted in higher yield (more than 10% in observed case studies) and
significantly lower usage of fertilizers and herbicides.

For a country with a population of over eight million, Switzerland has an enormous number of
people interested in flying drones and developing drone-based applications. Simon Johnson, the
Vice-President of the Drone Industry Association Switzerland, envisions the use of drones in
public transport in the not too distant future, as well as setting up drone hubs — mini airports,
where drones carrying people and cargo can congregate.

While the rest of the world has been soaring ahead in making the futuristic promise of
unmanned flying vehicles a more immediate reality, India has largely been dragging its feet. Up
until the end of August, flying a drone was mostly illegal here. With the publication of the drone
regulations in late August, the Ministry of Civil Aviation has attempted to give some structure to
the development of drone infrastructure in India. While announcing the publication of these
guidelines, Civil Aviation Minister Suresh Prabhu made two points, the contradictions of which
also highlight India’s lack of clarity on what it should do with drones. For one, he estimated the
potential of the “drone market” in India to be $1 trillion. And in the next breath he said India’s
security environment necessitated extra precautions.

It is with such a heavy eye on the precautions that the regulations have been drafted, that flying
a drone is a task wrapped tightly in immense paperwork. The abbreviations themselves are
more than a page long. India’s regulations separate drones into five categories — nano, micro,
small, medium and large. There is very little regulation for flying a nano up to 50 metres height,
except for not flying near airports, military sites or in segregated airspace.

The paranoia kicks in from the micro category, starting with the application for a unique
identification number (UIN) for each drone, with a long list of documentation including security
clearances from the Ministry of Home Affairs (MHA) in several cases. Once the UIN is obtained,
operators get to move to the next step — of having to apply for an Unmanned Aircraft Operator
Permit (UAOP), implying more forms, more annexures and more submissions. Even to fly a
micro drone below 200 ft, users have to intimate the local police station 24 hours prior. (One
application requires that it be submitted with seven copies.)

Manufacturers of drones as well as technologists and researchers making applications using
drones have to test fly these frequently, often several times a day. The structure of these
regulations makes the possibility of a red tape-free flight very slim.

With so many government authorities involved in allowing permission and keeping an eye, it is
inevitable that operators could be slapped easily with real and perceived violations. In an effort
to make things slightly easy, the regulation provides a a list of identified areas for testing and
demonstration. Flying drones in these areas comes with less paperwork. However, the locations
provided are so far from technology and development hubs that it is unclear how practical these
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will be. In Karnataka, for example, the identified areas are Chitradurga, Coorg and Ganimangala
village (which does not even appear on Google maps), all of which are around 200 km from
Bengaluru entailing nearly four hours of travel one way.

The security and privacy risks of allowing drones to fly in an unregulated manner are high. It
may be recalled that in August, a drone was used in an attack on Venezuelan President Nicolás
Maduro during a public meeting. However, if India is to reach even the fraction of the $1 trillion
potential that Mr. Prabhu sees, it needs to figure out a more balanced manner of regulation. The
current rules are a start, but only in the sense that they free all drones from their previous
illegality. The real impact of drones will be in the many applications they will be put to.
Agriculture is just one such. They are likely to be the disaster prevention systems, rescue
operation leaders, and even public transport providers in the not too distant future. Missing out
on working on these applications early enough will likely have serious repercussions to India’s
future competitiveness in the field.

China’s drone economy — manufacturing and development — will be worth $9 billion in 2020,
while the U.S’s commercial drone market is expected to be $2.05 billion by 2023 (Global Market
Insights). For India to compete against these giants, it already has a lot of catching up to do.
Filing a series of applications in multiple copies and waiting for various government departments
to respond is not the best way to get started.

veena.v@thehindu.co.in
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Source : www.indianexpress.com Date : 2018-10-03

THE MORNING AFTER
Relevant for: Indian Economy | Topic: Investment Models: PPP, SEZ, EPZ and others

Planning to buy a mid-range smartphone? Honor 9N is the notched beauty you need

On Monday, the government stepped in and took control of the infrastructure conglomerate,
Infrastructure Leasing & Financial Services or IL&FS, sacking the board and appointing a new
one. The rare intervention by the government in a company in the form of superseding its board
in which it is not a direct stakeholder has been justified in the interests of financial stability and
the adverse impact of the collapse of such an institution on the capital markets. The new board
with respectable names from the financial sector, such as Uday Kotak, former and serving
government officials and a regulatory chief will now have to finalise a restructuring plan or a
roadmap for the debt laden group and ensure an orderly winding down.

Parallels have been drawn between the government intervention in the case of IL&FS and that
of Satyam Computer Services in 2009 after the promoter confessed to having fudged the
accounts. But in IL&FS, there is a mountain to climb. The group’s liabilities top Rs 91,000 crore
— much higher than the burden in Satyam’s case and spread over more than 160 group
companies. Globally, there have been models like this one where an institution acts as an
infrastructure developer and as financier too, but it is fraught with risk given the high leverage.
Those risks are amplified in India because of frequent policy changes and the constraints in
pricing in the infrastructure sector and the failure to enforce contracts.

All that is hardly going to resonate with debt mutual funds who have invested over Rs 3,000
crore having bought into the company’s offerings on the strength of superior credit ratings,
besides other institutional investors. In no way does this justify a public bail-out of a group with
institutional shareholders and which, for the large part, had a so-called professional
management and a board with prominent names. Recourse to public funds should be non-
negotiable. So should be the settling of other claims of the debtors. As the experience of the
bifurcation of the good and bad assets of India’s first mutual fund UTI shows, it should be
possible to realise value in some of the performing assets of the group or to attract investors to
take over some liabilities. The government has also ordered a probe by the Serious Fraud
Investigation Office. For the new board and government, the job should not end with a resolution
plan. It should go hand in hand with a forensic audit and fixing of accountability. Even as the
government cleans up the mess, it will have to think hard on how it will fill the void in financing
infrastructure.
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Source : www.indianexpress.com Date : 2018-10-03

FROM PLATE TO PLOUGH: GET SMARTER ON THE
FARM

Relevant for: Indian Economy | Topic: Issues related to direct & indirect Farm Subsidies and MSP

Planning to buy a mid-range smartphone? Honor 9N is the notched beauty you need

While recently releasing the book, Supporting Indian Farms, The Smart Way (editors, Ashok
Gulati, Marco Ferroni and Yuan Zhou), Union Finance Minister Arun Jaitley remarked that India
needs a good blend of investments and subsidies in its agriculture policy. It was heartening to
hear him say that luckily, there is not a severe constraint on resources to invest in rural areas,
be it roads, water (irrigation), sanitation, and even housing. Including agri-research and
development (R&D) and quality education in this list of rural investments would have ensured
handsome pay offs — reducing poverty and propelling agri-growth at a much faster pace than
has been the case so far. This is the clear message of the book.

Most countries support agriculture to ensure food security and/or enhance farmers’ income.
India is no exception. The main policy instruments to support farmers in India include subsidised
fertilisers, power, agri-credit and crop insurance on the input side, and minimum support prices
for major crops on the output front. But a recent study, conducted jointly by the OECD and
ICRIER, estimated that India’s trade and marketing policies have inflicted a huge negative price
burden upon the country’s farmers. The Producer Support Estimate (PSE) for India works out to
be minus (-) 14 per cent of the gross farm receipts for the period 2000-01 to 2016-17. This is
primarily because of restrictive export policies (minimum export prices, export bans or export
duties) and domestic marketing policies (due to the Essential Commodities Act, APMC, etc).

The book, however, highlights that public capital formation in agriculture has been declining from
3.9 per cent of agri-GDP in 1980-81 to 2.2 per cent in 2014-15 — it recovered to 2.6 per cent in
2016-17 — while input subsidies on fertilisers, water, power, crop insurance and agri-credit have
risen from 2.8 per cent to 8 per cent of the agricultural GDP during the same period. This is the
“dumb” way of supporting agriculture, as the marginal returns on subsidies are far below those
from investments. The results show that expenditure incurred on Agri-R&E (Research and
Education), roads or education are five to 10 times more powerful in alleviating poverty or
increasing agri-GDP than a similar expenditure made on input subsidies.
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The graph shows that over time, the rapid increase in input subsidies has squeezed public
investments in agriculture. The results of the analysis, therefore, point out that India has not got
the biggest bang for its buck being spent in the agriculture space. The smarter way to support
agriculture and alleviate rural poverty would have been to increase investment in agriculture at a
rate much faster than subsidies.

Also, it may be noted that excessive input subsidies have caused large-scale inefficiencies in the
agriculture system. For example, fertiliser subsidies, especially on urea, have led to the
imbalanced use of soil nutrients. The subsidy on irrigation water has resulted in an inefficient
use of scarce water. Highly subsidised power has led to over-exploitation of groundwater.
Subsidy on the interest rates on crop loans has diverted substantial amounts of agri-credit to
non-agricultural use. Although the new crop insurance scheme, PMFBY, has dramatically
reduced the burden of premium paid by farmers, its effective implementation and the quick
settlement of claims into farmers’ accounts remains a challenge.

In the light of all this, and the results presented in the table, the best blend of subsidies and
investments must now give more weightage to the latter, as the finance minister indicated.
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There are only a few policy suggestions that we can offer at this stage: First, investment in
public irrigation is very expensive, as it involves long lags, and the gap between the potential
created and potential utilised has increased over time. To give higher returns, this leaky system
must be fixed, it should be made more transparent and the gap between potential created and
utilised bridged. Second, the present system of delivering subsidies through the pricing policy
needs to be shifted to an income policy, which could be well-targeted, and leakages
minimised— on the lines of JAM trinity. Many OECD countries, as well as emerging countries
such as China, are moving in that direction. Indian farms can also benefit from this move where
input subsidies at least are given as DBT on a per hectare (ha) basis.

Third, investments need to be prioritised towards agricultural research and development, roads
and education. Interestingly, at the global level, the private sector is leading in agri-R&D. The big
six companies have been investing more than $7 billion a year, which is almost seven times the
expenditure incurred by the Indian Council Agricultural Research (ICAR). So, if India needs to
access that technology, it needs to develop a proper IPR regime, which is in the interest of
farmers as well as investors. India has a lesson to learn from China in this aspect as well.
ChemChina, a PSU, has taken over Syngenta Corporation — a leading player in crop protection
and seeds — for $43 billion.

Can India make similar moves to give its farmers access to the best technologies in the world,
which in turn can augment their productivity and incomes and give the nation long-term food
security? Only time will tell whether India follows smart or dumb policies in its agri-space.
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Source : www.livemint.com Date : 2018-10-03

OPINION
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

It would perhaps be rash to look beyond insolvency when the courts, a parliamentary committee,
and the central bank are deliberating it. In the power sector, the problem is so complex and large
(about 66 GW of generating capacity with loans of 1.8 trillion) that despite many government
initiatives, much of it remains unresolved.

The power developers, who experienced this in full measure, having seen their capital erode
and lose control of projects, however, are starting to look beyond the distress. They regained
just enough confidence to invest in the sector again, although in very different ways than in the
past.

This change of heart could not have come at a more critical juncture. The country’s economic
growth is starting to pick up and rural households are getting power connections in record
numbers. In 2018, more than a million households have been electrified each month, climbing to
over 3 million last month. The switch to electricity is a part of a broader policy agenda seen, for
example, in the recent decision to electrify the entire railway broad-gauge network.

There is an element of urgency driving this transition. The rising cost of global energy
commodities and rupee depreciation comes at an inconvenient time, when India’s energy
consumption is set to grow faster than all major world economies (BP Energy Outlook 2018).
Global coal and oil prices are at the highest levels in six years and four years, respectively. The
spot prices on the power exchange have last seen this month’s peaks way back in 2012.

Power developers are unmoved by this and are staying away from resources. The shift in
government policies, such as the cancellation of captive coal blocks, levy of coal cess, and
stricter environmental norms, has been particularly harsh on them. A similar regulatory churn in
other countries from where we source coal, such as Indonesia and Australia, meant that few
private power producers could escape unscathed.

The revival of interest in the power sector, thus, is taking on a different direction. The focus is
shifting away from contracts with government-owned utilities to serving direct consumers. This is
happening through acquisitions (such as Adani taking over a Mumbai distribution licensee),
franchisees and privatisation (such as an ongoing bid process in Odisha). The open access
route, where regulators have allowed viable sales to end-consumers, has attracted fresh
investments and in the case of Karnataka propelled the state to lead renewable energy charts
last year.

The government’s proposed amendments to the Electricity Act 2003, if enacted, will only
accelerate this trend. Specifically, the proposal to allow renewable energy generators to supply
directly without a licence and the capping of open access charges will set off a scramble for
consumers. Even now, rooftop solar is the fastest growing asset category (an increase of 164%
in FY18), where self or third-party owned facilities supply a part of the consumer’s demand. The
final endorsement of this move towards consumers will come over time, with the separation of
the distribution and supply businesses.

Overseas markets are starting to feature in power companies’ business plans as they try to
maintain growth and diversify risks. In transmission, as the volume of tenders offered fell (from
10 projects in 2015 to just five in 2017), developers turned global, with Sterlite finding
considerable success in Brazil. In renewable energy, foreign tenders offer more safeguards than
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those at home. Solar auctions in Mexico and South Africa index tariffs to local inflation or to the
exchange rate. Cross-border power trade with the commissioning of new transmission lines
presents an opportunity for under-utilized power generators. India has now become a net
exporter of power and an independent power producer recently won a long-term contract for
supply to Bangladesh from its power plant in the south.

New technologies are another hot topic, where power developers are investing in innovation to
solve the industry’s emerging needs. The rise of renewable energy, for example, sucks in a lot
more transmission capacity and its variability casts a burden on conventional power plants.
Hybrid projects, which solve this by adding storage, such as pumped-hydro, and co-locating
projects to share land and transmission capacity, have seen early investment such as with
Greenko’s novel round-the-clock renewable energy project. The maiden offshore wind tender for
1 GW, which extends the scope for wind power into the sea, has attracted 34 international and
local bidders. The deregulation of charging infrastructure for electric vehicles allows developers
to build and integrate it with their merchant power plants. The economics of these technologies
and their ecosystem is not yet established. State governments must adopt pro-investment
policies with balanced risk sharing to support such investments.

India is hugely under-served in terms of energy and needs these investments. As it develops to
the level of middle-income countries (whose per capita electricity consumption is two times
higher) or China (four times higher), we have to create an additional power generation capacity
of 50-100 GW. The health and expertise of private power developers is key to building this at an
efficient and competitive price. We must not allow the current distress to define the investment
climate, and it is time for the policy makers to articulate a vision for the power sector post-
insolvency.

(Kameswara Rao, is leader (energy, utilities and mining) at PwC India )
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Source : www.livemint.com Date : 2018-10-03

OPINION
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

The rupee’s dramatic depreciation in recent months has had an unexpected victim. The Indian
electric vehicle (EV) industry has been hit hard. The reason for this is telling: local production of
inputs for EVs is at just about 35% of total input production. Companies that are in the midst of
processing orders for electric cars and buses will now see their production severely affected in
terms of production costs. This neatly sums up some of the challenges facing India’s e-vehicle
push.

The government’s ambitions notwithstanding, the Indian EV market currently has one of the
lowest penetration rates in the world. There are multiple layers to this.

The first has to do with policy volatility. E-mobility is a nascent industry in India—and in most
countries, for that matter. Capital costs are high and the payoff is uncertain. This is not an
inviting situation. A firm policy direction can ameliorate these risks somewhat. That has been
hard to come by. The unrealistic quasi-policy statement that all new vehicles should be e-
vehicles by 2030 is a prime example. Thankfully, that has been toned down to 15% of all vehicle
sales in the next five years, although going by the present scenario, that isn’t particularly realistic
either.

The Faster Adoption and Manufacturing of (Hybrid) and Electric Vehicles (Fame) framework has
been extended repeatedly. Fame II, which, until recently, was to have been launched at the
beginning of this month, has been put on hold. According to various reports, Prime Minister
Narendra Modi is unhappy with its current shape and may want to shift the focus from
subsidizing vehicles to subsidizing batteries. This has merit. Batteries make up 50% of EV costs.
There have also been murmurs from the government about increasing focus on incentivizing
electric two-wheelers. This too makes sense. Two-wheelers account for 76% of the vehicles in
the country and most of the fuel usage—and are currently seeing much better uptake of e-
vehicles than cars.

That said, this change in direction is unlikely to leave manufacturers feeling particularly
confident. And inconsistencies remain. For instance, while electric vehicles are taxed at 12%
under the goods and services tax (GST), batteries were taxed at 28% until recently. This has
now been lowered to 18%—but the discrepancy still sits uneasily with the potential switch in
Fame II’s focus.

Second, this lack of policy certainty spills over into perhaps the single most important element of
enabling e-vehicle usage: charging infrastructure. Considering that the present fleet of Indian
EVs is incapable of traversing even city distances without running out of charge, a wide network
of charging stations is imminent for attracting investment.

There has been some positive movement here this year, with the Union power ministry
categorizing charging of batteries as a service, which will help charging stations operate without
licences. But plenty remains to be done: addressing technical concerns like AC versus DC
charging stations, handling of peak demand, grid stability, and the like.

There is another issue here as well. If a switch to e-vehicles is to have any significant effect on
pollution, the sector cannot be seen in isolation. An EV, after all, is only as clean as the
electricity source it uses. In India, thermal sources account for about 65% of capacity. As Rahul
Chawla has written in Mint (https://goo.gl/sj9T7i), a systems approach is important here; the e-
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vehicles and renewables industries must be seen in conjunction.

Third, localization is another tricky area, as the strife caused by the rupee’s depreciation has
shown. India does not have any known reserves of lithium and cobalt, which makes it entirely
dependent on imports of lithium-ion batteries from Japan and China. It is now scrambling to
acquire mines in Latin America and Australia. But that will not be enough. Private investment in
battery manufacturing plants and developing low cost production technology is a must.

Automobile manufacturers are in it for the bottom line. They are unlikely to raise e-vehicle and
battery capex in when demand is uncertain and they will not achieve economies of scale. This
sets up a catch-22 situation where quality remains poor, and thus demand dormant. Some form
of government support is necessary to break the impasse; no country has managed to make
headway in e-vehicle adoption without this so far.

But a brute force subsidy approach is not the answer in an industry where there is, as yet, no
certainty about what the right solutions are and manufacturers are likely to continue
experimenting. Stabilizing the policy environment when it comes to taxes, non-fiscal incentives
and the infrastructure needed to tackle range anxiety will go further.
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Source : www.economictimes.indiatimes.com Date : 2018-10-03

MICROFINANCE MAY NEED UPTO RS 9,000 CRORE
OVER 3 YEARS TO MEET GROWTH

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

The country's microfinance sector which rose by 25 per cent in the first quarter, may need Rs
6,000-9,000 crore over the next three years to meet it growth plans, says a report.

According to a report by rating agency Icra, the growth prospects for the sector remain good and
the industry is expected to grow at 20-22 per cent in the current financial year.

It said while investors continued to support the industry with equity infusion of Rs 4,061 crore in
FY18 (approximately Rs 6,570 crore in FY17), 87 per cent of the capital was infused in the top
10 lenders in terms of portfolio size.

"The sector would need external capital of Rs 6,000-9,000 crore till FY21 to meet the growth
plans," the report said.
While raising capital is unlikely to be a major impediment for well-managed large MFIs/SFBs, the
smaller entities may continue to struggle to raise equity.

"This could result in an increase in the share of smaller MFIs originating more portfolio through
the BC model, as partners to larger lenders, to conserve capital," the report said.

Alternatively, there could be further consolidation in the industry with the smaller MFIs being
acquired by larger NBFCs/banks.
During the first quarter of the current financial year, the microfinance sector grew 25 per cent on
annualised basis to Rs 2.25 lakh crore, supported by good collection efficiency, continued
investor support to the sector, funding availability and demand for microcredit, the report said.

MFIs also witnessed improvement in their asset quality during the first quarter.
The overall 0+ days past due (dpd) for the sector reduced to 8 per cent in June 2018 from a
peak of 23.6 per cent in February 2017, the report said.

Harder bucket delinquencies reduced as well with the 90+ dpd declining to 7.3 per cent in June
2018 from 12.2 per cent in June 2017, supported by increased portfolio growth, write-offs and
arrear funding by some lenders, the rating agency said.

The report, however, said excluding one large player whose delinquencies were significantly
higher than that of the industry, the 90+ delinquencies for the rest were significantly lower at 2.9
per cent as of June 2018, as against a peak of 8.1 per cent as of June 2017.

Uttar Pradesh, Maharashtra, Gujarat and Uttarakhand, which had high delinquencies as of June
2017, showed a reduction in delinquency levels across all buckets during the quarter, it
highlighted.

The report said there has been an increase in microfinanciers ticket sizes and loan tenures.
"While the opportunity to scale up and grow remains intact, there is need for a more involved
credit analysis and assessment of the actual debt repayment capacity of the borrower," it said.

The risk management policies of lenders in the sector need to be aligned with responsible and
sustainable growth, where the overall indebtedness of the borrower from all formal sources is
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considered for leverage calculations rather than for compliance with regulatory norms, the
agency said.

The asset quality indicators should be supported over the medium-term, by structural factors
such as group selection/ elimination and the fact that MFIs represent the least cost of funding for
borrowers.The segment remains vulnerable to income shocks and is politically sensitive.

"Therefore, we expect credit costs for the sector to remain volatile with mean credit costs at 1.5-
2.5 per cent, which could vary among players across cycles, depending on their risk
management practices," the report said.
The country's microfinance sector which rose by 25 per cent in the first quarter, may need Rs
6,000-9,000 crore over the next three years to meet it growth plans, says a report.

According to a report by rating agency Icra, the growth prospects for the sector remain good and
the industry is expected to grow at 20-22 per cent in the current financial year.

It said while investors continued to support the industry with equity infusion of Rs 4,061 crore in
FY18 (approximately Rs 6,570 crore in FY17), 87 per cent of the capital was infused in the top
10 lenders in terms of portfolio size.

"The sector would need external capital of Rs 6,000-9,000 crore till FY21 to meet the growth
plans," the report said.
While raising capital is unlikely to be a major impediment for well-managed large MFIs/SFBs, the
smaller entities may continue to struggle to raise equity.

"This could result in an increase in the share of smaller MFIs originating more portfolio through
the BC model, as partners to larger lenders, to conserve capital," the report said.

Alternatively, there could be further consolidation in the industry with the smaller MFIs being
acquired by larger NBFCs/banks.
During the first quarter of the current financial year, the microfinance sector grew 25 per cent on
annualised basis to Rs 2.25 lakh crore, supported by good collection efficiency, continued
investor support to the sector, funding availability and demand for microcredit, the report said.

MFIs also witnessed improvement in their asset quality during the first quarter.
The overall 0+ days past due (dpd) for the sector reduced to 8 per cent in June 2018 from a
peak of 23.6 per cent in February 2017, the report said.

Harder bucket delinquencies reduced as well with the 90+ dpd declining to 7.3 per cent in June
2018 from 12.2 per cent in June 2017, supported by increased portfolio growth, write-offs and
arrear funding by some lenders, the rating agency said.

The report, however, said excluding one large player whose delinquencies were significantly
higher than that of the industry, the 90+ delinquencies for the rest were significantly lower at 2.9
per cent as of June 2018, as against a peak of 8.1 per cent as of June 2017.

Uttar Pradesh, Maharashtra, Gujarat and Uttarakhand, which had high delinquencies as of June
2017, showed a reduction in delinquency levels across all buckets during the quarter, it
highlighted.

The report said there has been an increase in microfinanciers ticket sizes and loan tenures.
"While the opportunity to scale up and grow remains intact, there is need for a more involved
credit analysis and assessment of the actual debt repayment capacity of the borrower," it said.
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The risk management policies of lenders in the sector need to be aligned with responsible and
sustainable growth, where the overall indebtedness of the borrower from all formal sources is
considered for leverage calculations rather than for compliance with regulatory norms, the
agency said.

The asset quality indicators should be supported over the medium-term, by structural factors
such as group selection/ elimination and the fact that MFIs represent the least cost of funding for
borrowers.The segment remains vulnerable to income shocks and is politically sensitive.

"Therefore, we expect credit costs for the sector to remain volatile with mean credit costs at 1.5-
2.5 per cent, which could vary among players across cycles, depending on their risk
management practices," the report said.
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Source : www.thehindu.com Date : 2018-10-04

FLOOR PRICE FOR RABI CROPS HIKED
Relevant for: Indian Economy | Topic: Issues related to direct & indirect Farm Subsidies and MSP

In what should come as a boost to farmers, the Union Cabinet on Wednesday approved raising
the minimum support prices of rabi crops such as wheat, barley, gram, masur, rapeseed and
mustard, and safflower for 2018-19.

“Giving a boost to farmers’ income, the Cabinet Committee on Economic Affairs has approved
the increase in the Minimum Support Prices (MSPs) for all rabi crops for 2018-19 to be marketed
in 2019-20 season,” the government said in a release.

“The farmer friendly initiative will give additional return of Rs. 62,635 crore to the farmers by way
of increasing MSP of notified crops to at least 50% return over cost of production and will aid in
doubling farmers’ income.”

“With the new umbrella scheme ‘Pradhan Mantri Annadata Aay SanraksHan Abhiyan’ (PM-
AASHA) announced by the government, there is a robust mechanism available to enable
farmers realise the MSP in fuller measure,” the government said. “The umbrella scheme
consists of three sub-schemes i.e. Price Support Scheme (PSS), Price Deficiency Payment
Scheme (PDPS) and Private Procurement & Stockist Scheme (PPSS) on a pilot basis.”

RBI concerns

The increase in MSP for rabi crops comes just ahead of the RBI monetary policy announcement.

The apex bank, in its August policy statement, had indicated MSP increase among possible
factors that could influence its outlook on inflation.

The latest move on MSP could further escalate the concerns of the Reserve Bank over inflation.

“However, there is a considerable uncertainty and the exact impact would depend on the nature
and scale of the government’s procurement operations,” the central bank had said its last policy
statement.
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BOND LADDERING
Relevant for: Indian Economy | Topic: Issues relating to Mobilization of resources incl. Savings, Borrowings &

External Resources

This refers to an investment strategy where bonds with different maturity dates spread out into
the future are used to build an investment portfolio. This is done in order to contain risk while
reinvesting the money. When a certain bond investment matures, an investor looking for further
returns has to find an alternative investment that would yield returns at least equal to his
previous investment. If all bonds in his portfolio mature at the same time, it increases the amount
of money that is exposed to reinvestment risk. This risk can be significantly minimised by
diversifying investments across time.
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MORE LIQUIDITY FOR LENDING
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

What are SLR, CRR, and LCR?

SLR, or statutory liquidity ratio, is a measure of the reserves that commercial banks are required
to hold in the form of government bonds, gold, and similar liquid assets. CRR, or cash reserve
ratio, is a measure of the reserves that banks need to hold in the form of cash. LCR, or liquidity
coverage ratio, is a measure of highly liquid assets which can easily be converted into cash that
banks are required to hold. All three are policy tools used by the Reserve Bank of India (RBI) to
influence the total amount of reserves held by banks at any point in time. These reserve
requirements, in turn, influence the amount of loans that banks can extend to borrowers. So
when the RBI tightens reserve requirements, banks are forced to cut down lending and this
causes money supply in the economy to shrink. Money supply rises when reserve requirements
are eased by the RBI.

Why are they in the news?

The RBI last week allowed banks to classify an additional 2% of the value of their SLR
investments in government bonds as high-quality liquid assets (HQLAs). The move, which could
increase the overall amount of assets that can be classified as highly liquid reserves by banks,
can increase bank lending and ease the availability of funds in the economy. It is estimated that
the latest easing of SLR norms by the RBI can release 2.5 lakh crore into the economy. The
decision to reclassify SLR assets is part of the RBI’s emergency measures to improve the
availability liquidity in the economy. Borrowers like non-banking financial companies (NBFCs)
have had to to borrow at higher rates after investors turned cautious after infrastructure lender
IL&FS’s default. The RBI hopes that increased bank lending can help ease the crisis.

Can they solve the liquidity crisis?

The injection of fresh money through the banking system can help boost aggregate demand in
the economy. It, however, remains to be seen whether banks are willing to risk lending money to
NBFCs and other financial companies in the current environment. The move to ease reserve
requirements is unlikely to have any effect until this happens. Money market rates, however, did
witness an immediate drop after the RBI’s emergency measures suggesting that the RBI may be
enjoying some success in calming the nerves of investors.

Sign up to receive our newsletter in your inbox every day!

Please enter a valid email address.

Last week Ram Kadam, a BJP MLA from Maharashtra, told the men in an audience that if they
were interested in women who didn’t reciprocate the feeling,

Our existing notification subscribers need to choose this option to keep getting the alerts.

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

Source : www.livemint.com Date : 2018-10-04

OPINION
Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

The past few days have neatly summed up the scale and nature of the challenges facing India’s
agriculture sector. First, the provisional agriculture census 2015-16 showed that landholdings
have continued their decades-long trend of fragmentation, leading to a further rise in the
proportion of small and marginal farmers. Then, 30,000 farmers, who had started their march
from Uttarakhand last month, reached the national capital on Tuesday, demanding various relief
measures. As a real world demonstration of the challenges posed by farm fragmentation, it
could not have been better timed.

When the census, carried out every five years, started in 1970-71, it had reported that India had
71 million landholdings. These have more than doubled now to 146 million. Over 86% of
cultivated farmland is held by small and marginal farmers who own less than two hectares, while
only 0.57% farmers hold 10 hectares or more. Consequently, the average size of operational
holdings has more than halved since the first census—from 2.28 hectares to 1.08 hectares.

Farmers consigned to subsistence farming by this fragmentation—that is, the vast majority of
them—are unable to generate enough surplus for the investment needed to improve
productivity. This is widely accepted. But the policy approach to the problem depends on how
the specifics are diagnosed.

In his famous 1962 The Economic Weekly (later renamed to the Economic and Political Weekly)
article, “An aspect of Indian agriculture”, Amartya Sen had argued that small farms have higher
per-acre output. A number of economists in the 1960s and 1970s drew similar conclusions.
Ramesh Chand, P.A. Lakshmi Prasanna and Aruna Singh had presented an intriguing update of
this argument in 2011 in Farm size and productivity: Understanding the strengths of
smallholders and improving their livelihoods. Cobbling together data from the National Sample
Survey Organisation, agriculture census and the Union ministry of agriculture’s input survey,
they found that the inverse relationship between farm size and per-hectare agricultural
productivity still holds.

But this is misleading if taken at face value. The productivity argument is contingent on a
number of factors--from soil quality to the level of farming technology adopted. And as Sen, with
a sting in his article’s tail, had pointed out, “the factor that makes the crucial difference is not size
as such, which is incidental, but the system of farming, whether it is wage-based or family-
based.”

Andrew D. Foster and Mark R. Rosensweig backed this up last year, studying village-level
survey data on farms to find that productivity actually follows a U-shaped distribution curve.
While intermediate sized farms, which have to spend resources on wage labour are less
productive than small farms, which get by on family labour, farms larger than a certain threshold
are more productive than even the most productive small farms. The landowners have the
necessary resources for economies of scale to kick in.

This has several policy implications. Promoting cooperative farming, for instance, will allow small
and marginal farmers to take the advantage of their family labour. Corporate farming,
meanwhile, could allow economies of scale to kick in at lower thresholds. The trickiest issue is
improving land-man ratio. Urban growth with economic opportunities that will attract rural
migrants is one way. But the evidence of the past few decades shows that India’s urban areas
are ill-equipped to deal with the inflow.



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

The rise of the proportion of non-farm income in small and marginal farmers’ earnings points to
the other possibility. Rural construction and industrialization are important supplementary
sources of income. In a NITI Aayog paper last year, Ramesh Chand, S.K. Srivastava and Jaspal
Singh pointed out that while these sectors have seen considerable growth, rural industrial
employment hasn’t budged in the past few decades. Solving this puzzle could help move rural
workers to more productive sectors full time, while simultaneously boosting per-capita farm
productivity. This could have useful secondary effects as well. Rising wages due to more
productive non-farm rural employment could make larger and more mechanized farms the
increasingly more efficient option.

The exact policy mix will vary from state to state. Crop and landholding patterns vary widely,
after all. Nagaland, with an average operational land holding size of 5.06 hectares, will need a
very different approach from Kerala which averages 0.18 hectares. But they—and every other
state—have one thing in common. Loan waivers and electricity subsidies are band-aids at best.
A deeper transformation is needed.

How can the policymakers solve the problem of scale in agriculture? Tell us at
views@livemint.com
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FARMS GETTING SMALLER, SHOWS AGRICULTURE
CENSUS

Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

Farm labourers at a paddy field in Budgam district of Jammu and Kashmir | PTI  

The number of small and marginal agricultural land holdings in the country (known as
operational holdings) has registered a marginal increase in 2015-16 compared to 2010-11,
according to the the tenth agricultural census. This means that there are more people who now
own smaller parcels of agricultural land.

In a positive development, the percentage of land holders who are women has increased from
12.79% in 2010-11 to 13.87% in 2015-16, with a corresponding increase of 1.2 percentage
points in the operated area. “This shows that more and more females are participating in the
management and operation of agricultural lands,” according to a press release from the
Agriculture Ministry.

Small and marginal holdings (Below two hectares) constituted 86.21% of the total land holdings,
an increase of 1.2 percentage points compared to 2010-11. However, the operated area (which
includes any agricultural land, provided a part of it used for production) has shown a decline of
1.5%.

It is noteworthy that marginal, small and medium land holdings constitute the lion’s share of
operated area – large land holdings account for only 9% of the total operational area. The
average size of operational holdings is highest in Nagaland (5 hectares) and lowest in Kerala
(0.18 hectares).

Here's a breakdown of operational land holdings and area:

 

 

The above table shows that the number of small land holdings has registered an increase
compared to the previous census, while the number of large land holdings has decreased.

The total number of land units used for agricultural production has shown a 5% increase in
2015-16 compared to 2010-11. The total number of operational holdings in the country has
increased from 138 million in 2010-11 to 146 million in 2015-16. Uttar Pradesh is home to the
largest number of land holders, constituting 16% of the total number.

Here's a State-wise breakdown of the number of land holdings:

Sign up to receive our newsletter in your inbox every day!
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First detected in Karnataka only in May this year, the fall armyworm, a native of the Americas,
has already spread as far as West Bengal and Gujarat, leaving a trail of destruction in its wake.
Priyanka Pulla reports on the deficiencies in India’s quarantine regime
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CABINET APPROVES REDEVELOPMENT OF RAILWAY
STATIONS BY IRSDC AS NODAL AGENCY, THROUGH
SIMPLIFIED PROCEDURES AND LONGER LEASE
TENURE

Relevant for: Indian Economy | Topic: Infrastructure: Railways

Cabinet

Cabinet approves Redevelopment of Railway Stations by
IRSDC as Nodal Agency, through simplified procedures
and longer lease tenure

Redevelopment of railway stations will pave the way for
large scale modernisation and ensure world class
infrastructure

Railways to provide state-of-the-art amenities for
passengers by allowing commercial development of its
land and air space in and around stations

Improvised and simpler program design including longer
lease period upto 99 years, multiple sub leasing, simplified
bid procedures

Redevelopment will lead to creation of State-of-the-art
smart stations that will function as mini smart cities

Redevelopment of railway stations will have a multiplier
effect in the economy with increased job creation and
improved economic growth

Posted On: 03 OCT 2018 7:08PM by PIB Delhi

The Union Cabinet chaired by Prime Minister Shri Narendra Modi has approved the
redevelopment of Railway Stations by Indian Railway Stations Development Corporation Limited
(IRSDC) as Nodal Agency and main Project Development Agency, through simplified
procedures adapting various business model and for longer lease tenure of upto 99 years. Thus,
paving the way for large scale modernisation and ensure world class infrastructure.
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Redevelopment of major stations across the country is planned by leveraging commercial
development of land and air space in and around the station. This program will help provide
state-of-the-art amenities for passengers, generate additional revenues and will be overall at
least cost neutral to Ministry of Railways (MoR) over a basket of stations. Furthermore,
redevelopment of railway stations across the country will have a multiplier effect in the economy
with increased job creation and improved economic growth.

IRSDC being the Nodal agency will prepare the overall strategic plan and business plans for
individual or a group of stations ensuring cost neutrality of this program. Upon approval of
business plans by MoR, IRSDC or other Project Development Agencies will take up the work of
station redevelopment. Railway/RLDA/IRSDC will be planning and development authority for
Railway land in consultation with urban local bodies, DDA or other UTs, to transfer land on free
hold basis to Railways. This would enable Ministry of Railways to accelerate the redevelopment
of major stations across the country on an overall cost neutral basis. These redevelopment
efforts will lead to creation of State-of-the-art smart stations that will function as mini smart cities.

Railway passengers and Industry shall be benefited at large. Passengers will now get amenities
at par with international railway terminals and a large number of local job creation is expected as
a positive external outcome of this program.

Background:

A Cabinet approval was obtained on 24th June 2015 to redevelop ‘A1’ and ‘A’ category stations
by Zonal Railways through Cabinet approved procedures and for a lease period of 45 years. 
However, insufficient interest was visible amongst the prospective bidders. During various
interactions with developers, investors and other stakeholders, various issues including multiple
sub leasing, simplified bid procedures etc. were repeatedly raised. Therefore, an improvised and
simpler program design including these issues and under a specialized executing agency
(IRSDC), incorporating suitable structural, process and parameters changes, has been adopted
to revamp the station redevelopment program.

*****
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CABINET APPROVES MOU BETWEEN INDIA AND
RUSSIA ON BILATERAL COOPERATION IN THE ROAD
TRANSPORT AND ROAD INDUSTRY

Relevant for: Indian Economy | Topic: Infrastructure: Roads

Cabinet

Cabinet approves MoU between India and Russia on
Bilateral Cooperation in the Road Transport and Road
Industry

Posted On: 03 OCT 2018 7:00PM by PIB Delhi

The Union Cabinet chaired by Prime Minister Shri Narendra Modi has approved the
Memorandum of Understanding (MoU) between India and Russia on Bilateral
Cooperation in the Road Transport and Road Industry. The MoU will be signed during
the upcoming visit of Russian President to India.

 

In order to develop and establish formal platform for cooperation in the Transport and
Highways sector, a Memorandum of Understanding in the field of Road Transport and
Road Industry has been jointly negotiated and finalized by both countries. 

 

Both the countries will benefit by mutual cooperation in the field of Road Transport
and Road Industry. Increased co-operation, exchange and collaboration with
Russiawill contribute to establish a long-term and effective bilateral relationship of
communication and cooperation in road transportation and road industry and
Intelligent Transport System (ITS). This will also help in planning and administration
of road infrastructure and road network management, transport policy, technologies
and standards for the construction and operation of highways in the country and will
further go a long way in strengthening ties and bilateral relations between India and
Russia.

 

Background:

 

India and Russia enjoy long-standing relationship and have maintained strong
economic ties at a strategic partnership level. Russia has developed technological



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

solutions for satellite based tolling solutions. Similarly, they have also adopted
advanced intelligent traffic management systems including crash reporting/
monitoring systems. Considering Russia's proven experience in adoption of
technology in the road transport sector, it would be beneficial to learn from such best
practices through close interaction. India is implementing at a rapid pace its highway
infrastructure augmentation plans.  To make full use of the road infrastructure it is
necessary to embrace technology to enhance transport productivity and safety. This
will also help in reducing overall logistic cost.  India's own plans for massive highway
and expressway infrastructure development can be attractive opportunity to
infrastructure development entitles in the Russia. A partnership between the two
countries will provide a platform for interaction at the operational level and
supplement initiatives associated with all International groupings and forums where
both countries are members.

******
 

NW/AKT/SH
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CABINET APPROVES MOU BETWEEN INDIA AND
RUSSIAON COOPERATION IN THE FIELD OF MICRO,
SMALL AND MEDIUM ENTERPRISES

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

Cabinet

Cabinet approves MoU between India and Russiaon
cooperation in the field of Micro, Small and Medium
Enterprises

Posted On: 03 OCT 2018 6:59PM by PIB Delhi

The Union Cabinet chaired by Prime Minister Shri Narendra Modi has approved signingof
aMemorandum of Understanding (MoU) between National Small Industries Corporation Ltd.
(NSIC) - a Public Sector Undertaking of the Ministry of Micro, Small & Medium Enterprises
(MSME) of the Republic of India and JSC-Russian Small & Medium Business Corporation
(RSMB Corporation), Russia.The MoU will be signed during the upcoming visit of Russian
President to India.

 The objective of the MoU is to promote cooperation between the Small & Medium Enterprises
(SMEs) of the two countries. It would provide a structured framework and enabling environment
to the MSME sector of the two countries to understand each other's strengths, markets,
technologies, policies etc. It aims to enhance enterprise to enterprise cooperation and help
initiate sustainable business alliances in terms of technology transfers, joint ventures and
business partnerships in MSME sector between the two countries. Cooperation in the field of
capacity building, rapid incubation for entrepreneurship development, exposure to each other's
market by encouraging participation in exhibitions are also envisaged in this MoU.

This cooperation is expected to open doors of new opportunities for Indian MSME sector by way
of new markets, joint ventures, sharing of best practices and technology collaborations etc.
NSIC, under the Ministry of MSME has a considerable experience in carrying out such
cooperation and is, therefore, appropriate organization to implement the activities of this MoU.

 

******

NW/AKT/SH
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CABINET APPROVES ENHANCED MINIMUM SUPPORT
PRICES (MSP) FOR RABI CROPS OF 2018-19 SEASON
TO BE MARKETED IN 2019-20 SEASON.

Relevant for: Indian Economy | Topic: Issues related to direct & indirect Farm Subsidies and MSP

Cabinet Committee on Economic Affairs (CCEA)

Cabinet approves enhanced Minimum Support Prices
(MSP) for Rabi Crops of 2018-19 Season to be marketed in
2019-20 Season.

Posted On: 03 OCT 2018 6:48PM by PIB Delhi

Giving a boost to farmers’ income, the Cabinet Committee on Economic Affairs chaired by the
Prime Minister Shri Narendra Modi has approved the increase in the Minimum Support Prices
(MSPs) for all Rabi crops for 2018-19 to be marketed in 2019-20 season.  The farmer friendly
initiative will give additional return to the farmers of Rs 62,635 crore by way of increasing MSP of
notified crops to at least 50 per cent return over cost of production and will aid in doubling
farmers’ income.

The increase in the MSPs of wheat has been raised by Rs.105 per quintal, safflower by Rs.845
per quintal, barley by Rs.30 per quintal, masur (lentil) by Rs.225 per quintal, gram by Rs.220 per
quintal and rapeseed & mustard by Rs.200 per quintal is another major step in this regard.

 

Details:

The MSPs fixed by the government for wheat, barley, gram, masur, rapeseed & mustard
and safflower are much higher than the cost of production.

●

For wheat the cost of production is Rs 866 per quintal and MSP is Rs 1840 per quintal
which gives a return of 112.5 per cent over cost of production;

●

for barley the cost of production is Rs 860 per quintal and MSP is Rs 1440 per quintal giving
a return of 67.4 per cent;

●

for gram cost of production is Rs 2637 per quintal and MSP is Rs 4620 per quintal giving a
return of 75.2 per cent;

●

for masur cost of production is Rs 2532 per quintal and MSP is Rs 4475 per quintal giving a
return of 76.7 per cent;

●

for rapeseed & mustard the cost of production is Rs 2212 per quintal and MSP is Rs 4200
per quintal giving a return of 89.9 per cent and

●

for safflower the cost of production is Rs 3294 per quintal and MSP is Rs 4945 per quintal
giving a return of 50.1 per cent.

●

 

The Minimum Support Prices for all rabi crops of 2018-19 season to be marketed in 2019-20 is
as follows:
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Crop

MSP  MSP

Cost of production
2018-19 (Rs/quintal)

Increase in MSP
Return over cost*
(in per cent)

2017-18 2018-19

(Rs/ quintal) (Rs/ quintal)
Absolu
te

%

Wheat 1735 1840 866 105 6.1 112.5

Barley 1410 1440 860 30 2.1 67.4

Gram 4400 4620 2637 220 5.0 75.2

Masur (Lentil) 4250 4475 2532 225 5.3 76.7

Rapeseed & Mustard 4000 4200 2212 200 5.0 89.9

Safflower 4100 4945 3294 845 20.6 50.1

*Includes all paid out costs such as those incurred on account of hired human labour, bullock
labour/machine labour, rent paid for leased in land, expenses incurred on use of material inputs
like seeds, fertilizers, manures, irrigation charges, depreciation on implements and farm
buildings, interest on working capital, diesel/electricity for operation of pump sets etc,
miscellaneous expenses and imputed value of family labour.     

 

Background:

 

With the new Umbrella Scheme “Pradhan Mantri Annadata Aay SanraksHan Abhiyan’ (PM-
AASHA) announced by the government there is a robust mechanism available to enable farmers
realize the MSP in fuller measure. The Umbrella Scheme consists of three sub-schemes i.e.
Price Support Scheme (PSS), Price Deficiency Payment Scheme (PDPS) and Private
Procurement & Stockist Scheme (PPSS) on a pilot basis. Government has decided to give
additional guarantee of Rs.16,550 crore making the total government guarantee Rs. 45,550
crore. In addition to this, budget provision for procurement operations has also been increased
and Rs. 15,053 crore is sanctioned for the implementation of PM-AASHA. Central and State
procurement agencies like Food Corporation of India, National Agricultural Cooperative
Marketing Federation of India Limited, Small Farmers Agri –Business Consortium would
continue to provide price support to farmers for the Rabi crops.

****

NW/AKT/SH
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Source : www.pib.nic.in Date : 2018-10-04

SIDBI LAUNCHES A NATIONAL LEVEL
ENTREPRENEURSHIP AWARENESS CAMPAIGN,
UDYAM ABHILASHA ( ) IN 115 ASPIRATIONAL
DISTRICTS IDENTIFIED BY NITI AAYOG IN 28 STATES
AND REACHING TO AROUND 15,000 YOUTH

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

Ministry of Finance

SIDBI launches a National Level Entrepreneurship
Awareness Campaign, Udyam Abhilasha ( ) in 115
Aspirational Districts identified by NITI Aayog in 28 States
and reaching to around 15,000 youth

Posted On: 03 OCT 2018 12:34PM by PIB Delhi

On the occasion of Birth Anniversary of Mahatma Gandhi yesterday i.e. October 02, 2018, Small
Industries Development Bank of India (SIDBI), had launched a National Level Entrepreneurship
Awareness Campaign, Udyam Abhilasha ( ) in 115 Aspirational Districts identified by NITI Aayog
in 28 States and reaching to around 15,000 youth. SIDBI will join to contribute to “the
transformation mission” unleashed for these districts.  The campaign would be running parallelly
from 3rd October to 8thOctober, 2018 across India. The campaign would create and strengthen
cadre of more than 800 trainers to provide entrepreneurship training to the aspiring youths
across these districts thus encouraging them to enter the admired segment of entrepreneurs.

SIDBI has partnered with CSC e-Governance Services India Limited, a Special Purpose Vehicle,
(CSC SPV) set up by the Ministry of Electronics & IT, Govt. of India for implementing the
campaign through their CSCs. The  objectives of the missionary campaign includes :- (i) to
inspire rural youth in aspirational districts to be entrepreneurs by assisting them to set up their
own enterprise, (ii) to imparttrainings through digital medium across the country, (iii) to create
business opportunities forCSC VLEs,(iv)to focus on women aspirants in these aspirational
districts to encourage women entrepreneurship and (v)to assist participants to become bankable
and avail credit facility from banks to set up their own enterprise.

SIDBI is also taking-up with stakeholders including Banks, NABARD, NBFCs, SFBs, District
Industries Centres, State Govt. etc. to be a part of this campaign and ensure mutlifold impact.
Further, CSC Village Level entrepreneurs (VLEs) would play role of catalyst for these aspiring
entrepreneurs. Apart from training, VLEs would also provide handholding support to the
aspirants to establish new units by assisting them in availing loans for their enterprise and
making them aware about various initiatives of Government of India like Pradhan Mantri Mudra
Yojana, SUI etc. and educate the youths in these districts on business literacy. 

Speaking about the campaign, Shri Mohammad Mustafa, IAS, CMD, SIDBI said “As the task of
transforming ‘Aspirational Districts’ is challenging, SIDBI has taken a bold step by entering into
these aspirational districts and working on ground level activities in these areas, to create
livelihood and promote sustainable development. This is part of our programmatic approach to
induce entrepreneurship as dream choice by turning job seekers as job creators. We are
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connecting different dots through policy advocacy initiatives of MSE Pulse & Crisidex,
entrepreneurship series & campaigns, revamping digital aggregator portal, free access to project
profiles and so on. Idea is to remove information asymmetry and make the youths in these
‘resource challenged’ districts to be ‘access rich’.”

Small Industries Development Bank of India (SIDBI), is the Principal Financial Institution for the
Promotion, Financing, Development and Coordination of the Micro, Small and Medium
Enterprise (MSME) sector. SIDBI meets the financial and developmental needs of the MSME
sector with a Credit+ approach to make it strong, vibrant and globally competitive. SIDBI, under
its revamped strategy SIDBI 2.0, has adopted the theme of ease of access to MSEs and being
Impact Multiplier & Digital Aggregator. Efforts have been initiated to strengthen the eco system
both in setting up and stepping up stages of business cycle. To take the agenda forward, SIDBI
has had series of initiatives.

 

*****
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PM INAUGURATES FIRST ASSEMBLY OF THE
INTERNATIONAL SOLAR ALLIANCE

Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

Ministry of New and Renewable Energy

PM inaugurates first assembly of the International Solar
Alliance

Posted On: 02 OCT 2018 10:25PM by PIB Delhi

The Prime Minister, Mr. Narendra Modi, today inaugurated the first Assembly of the International
Solar Alliance at Vigyan Bhawan. The same event also marked the inauguration of the second
IORA Renewable Energy Ministerial Meeting, and the 2nd Global RE-Invest (Renewable Energy
Investors’ Meet and Expo). The Secretary General of the United Nations, Mr. Antonio Guterres,
was present on the occasion.

Addressing the gathering, the Prime Minister said that in the last 150 to 200 years, mankind has
depended on fossil fuels for energy needs. He said nature is now indicating that options such as
solar, wind and water, offer more sustainable energy solutions. In this context, he expressed
confidence that in future, when people talk of organisations for the welfare of mankind
established in the 21st century, the International Solar Alliance will be at the top of the list. He
said this is a great forum to work towards ensuring climate justice. He said the International
Solar Alliance could replace OPEC as the key global energy supplier in the future.

The Prime Minister said that the effect of increased use of renewable energy is now visible in
India. He added that India is working towards the goals of the Paris Agreement through an
action plan. He said that the target is to generate 40 percent of India's total energy requirements
in 2030, by non fossil fuel based sources. He said India is developing with a new self-confidence
of "Poverty to Power."

The Prime Minister said that besides solar and wind power, India is working on biomass, biofuel
and bio-energy. He said efforts are being made to make India's transport system clean fuel
based. He said that by converting bio-waste to biofuel, India is converting a challenge into an
opportunity.  He emphasized that if the dream of “One World, One Sun and One Grid” is
followed, uninterrupted power supply can be ensured. 

Mr. Modi announced plans to launch a National Energy Storage Mission that will look at
manufacturing, deployment, technology development and policy framework. 

Addressing the gathering, Secretary General of United Nations, Mr. Antonio Guterres said that
climate change is an existential threat for all.  He emphasized that the International Solar
Alliance represents the future of energy scenario the world over.  Pointing out that the world is
witnessing a global renewable energy revolution, the UN Secretary General hoped that the age
of fossil fuels will end with a replacement for them.  Mr. Guterres said that he would convene a
Climate Summit next December to bring climate action to the top of international agenda. 

Speaking on the occasion, Union Minister of External Affairs, Ms. Sushma Swaraj said that the
International Solar Alliance is an endearing reality.  She pointed out that the goal of the three
events inaugurated today is to promote sustainable development for a better world. 
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            A short film on the ‘Journey of Renewable Energy in India” was screened.   Another film
on Student Initiative on Solar Lamp was also shown on the occasion.  100 students from various
schools lit the Solar Study Lamp at the inaugural function. 

            Minister of State (Independent Charge) of Renewable Energy and Power, Mr. R.K Singh
presented saplings to the dignitaries on the occasion.  Mr. R.K Singh also delivered the vote of
thanks.

The Business and Technical Sessions of ISA Assembly, IORA Meet and RE-INVEST 2018 Expo
will be held at India Expo Mart, Greater Noida, Uttar Pradesh from October 3-5, 2018.

 

INTERNATIONAL SOLAR ALLIANCE

 

International Solar Alliance (ISA), an alliance of 121 solar resource rich countries lying fully or
partially between the Tropics of Cancer and Capricorn.  ISA was jointly launched by the Prime
Minister, Mr. Narendra Modi, and the then President of France, Mr. François Hollande, on 
November 30, 2015 in Paris, France on the side-lines of the 21st Conference of Parties (CoP
21) to the United Nations Framework Convention on Climate Change. The ISA Framework
Agreement was opened for signature on 15 November 2016 in Marrakech, Morocco, on the
side-lines of CoP-22.

The vision and mission of the International Solar Alliance is to provide a dedicated platform for
cooperation among solar resource rich countries that lie completely or partial between the
Tropics of Capricorn & Cancer, the global stakeholders, including bilateral and multilateral
organizations, corporates, and industry to make a positive contribution to assist and help
achieve the common goals of increasing the use of solar energy in meeting energy needs of
prospective ISA member countries in a safe, convenient, affordable, equitable and sustainable
manner.

In conformity with the ISA Framework Agreement, 30 days after ratification by the 15th country,
on December 6, 2017, ISA became the first full-fledged treaty based international
intergovernmental organization headquartered in India. Through this initiative, the countries,
inter alia, share the collective ambition: (i) to address obstacles that stand in the way of rapid
and massive scale-up of solar energy; (ii) to undertake innovative and concerted efforts for
reducing the cost of finance and cost of technology for immediate deployment of competitive
solar generation; and (iii) to mobilise more than 1000 Billion US Dollars of investments by 2030.
The Government of India has committed Rs.175 crore for setting up of ISA and till date released
a sum of Rs 145 crore for creating a corpus fund, building infrastructure and meeting day to day
recurring expenditure.

On March 11, 2018, the Prime Minister of India, Shri Narendra Modi and the President of
France, Mr. Emmanuel Macron co-hosted the founding conference of the International Solar
Alliance (ISA). 48 countries, including 25 Heads of States participated in this conference. In
addition, there were representations from the United Nations, multilateral development banks,
energy-related think tanks, corporate sector and civil society.

The Delhi Solar Agenda, adopted in the Founding Conference of the ISA, states that the ISA
member States inter-alia have agreed to pursue an increased share of solar energy in the final
energy consumption in respective national energy mix, as a means of tackling global challenges
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of climate change and as a cost-effective solution by supporting and implementing policy
initiatives and participation of all relevant stakeholders, as applicable, in respective States.

Till date, out of 121 prospective member countries that lie either fully or partially between the
Tropics of Cancer and Capricorn, 70 countries have signed the Framework Agreement of the
ISA. 44 of these countries have ratified the ISA treaty.

The first Assembly, in a way, will lay the foundation for global Solar Agenda. The Assembly, as
supreme decision making body of the ISA, will steer the process to significantly harness solar
energy for achieving universal energy access at affordable rates. The Assembly will adjudicate
upon various administrative, financial and programme related issues. Hon’ble Ministers from ISA
countries have been invited for the Assembly. The countries that have ratified the ISA Treaty
Framework will attend the Assembly as Members. Countries that have signed but are yet to
ratify the ISA Treaty Framework will attend the Assembly as Observers. Till date, 75 country
delegations have confirmed participation. This includes 36 member countries, 24 observer
countries, 12 prospective member countries and 3 partner country. Ministerial level participation
has been confirmed from 22 member countries, 10 observer countries and 3 prospective
member countries.

 

THE INDIAN OCEAN RIM ASSOCIATION

 

The Indian Ocean Rim Association was set up with the objective of strengthening regional
cooperation and sustainable development within the Indian Ocean Region with 21 Member
States and 7 Dialogue Partners. India will be hosting 2nd IORA Renewable Energy Ministerial
meet. In this meeting, Ministers from 9 member countries and delegates from all 21 member
countries are expected to participate. India, Australia, Iran, Indonesia Thailand, Malaysia, South
Africa, Mozambique, Kenya, Sri Lanka, Tanzania, Bangladesh, Singapore, Mauritius,
Madagascar, UAE, Yemen, Seychelles, Somalia, Comoros and Oman are members of IORA.

 

2ND RE-INVESTMENT

 

The 2nd RE-INVEST aims at accelerating the worldwide effort to scale up renewable energy
and connect the global investment community with Indian energy stakeholders. 2nd RE-
INVEST will include a three-day Conference on renewables, cleantech and future energy
choices, and an Expo of renewables-related manufacturers, developers, investors and
innovators.

The 2nd RE-INVEST will provide a great opportunity to various countries, states, business
houses & organisations to showcase their business strategies, achievements and
expectations. It would facilitate collaboration and cooperation with key stakeholders in India,
which has today emerged as one of the world’s largest renewable energy markets.

The 2nd RE-INVEST is expected to be attended by Ministerial Delegations from across the world
including ISA and IORA Member Countries, over 600 global industry leaders, and 10,000
delegates. 15 Indian states will participate, there will be 7 focused country presentations, and
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over 150 speakers including 55 international speakers from 15 countries will speak at the event.
RE-INVEST includes 50 plenary and technical sessions, a special Chief Ministerial plenary
session, exhibition with over 100 exhibiting companies, and focused sessions on Start-ups and
Human Resource Development.

Globally, India stands 5th in renewable power, 4th in wind power and 5th in solar power installed
capacity. India is one of the world’s largest green energy markets, with exponential increase in
demand and supply. Renewable energy development and deployment has received proactive
policy support, including 100% foreign investment. The Government of India is aiming to exceed
the set target of 175 GW renewable energy capacity by 2022.

RE-Invest is a global platform to explore strategies for development and deployment of
renewables. It showcases India’s green energy market and the Government’s efforts to
scale up capacity to meet the national energy demand in socially, economically and
ecologically sustainable ways. The 2nd Global RE-Invest will build upon the success of
RE-Invest 2015 and provide an international forum to established players as well as new
segments of investors and entrepreneurs to engage, ideate and innovate.

 

***

RDS/RP/FH/HK
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Source : www.indianexpress.com Date : 2018-10-05

THE PRICE IS WRONG
Relevant for: Indian Economy | Topic: Issues related to direct & indirect Farm Subsidies and MSP

Planning to buy a mid-range smartphone? Honor 9N is the notched beauty you need

The farmer and his income is an important theme of discussion these days. A lot is being written
on ways to increasing, and doubling, the farmers’ incomes by the year 2022. Viewed
arithmetically, the income of a farmer is a function of three things — the cost of cultivation,
production and sale proceeds of the produce. The formula stated in layman’s terms in Hindi is
“laagat ghate, upaj badhe aur upaj ka sahi daam mile”.

The cost of cultivation can be influenced by the farmer in a limited manner. Farmers can reduce
the consumption of inputs per unit of land by using a better package of practices. However, the
rising cost of inputs like seeds, phosphatic and potassic fertilisers, pesticides, etc is not in the
hands of farmers. And to my mind, that is why subsidy for inputs remains important.

By using high-yielding variety seeds, mechanisation, fertilisers, irrigation facilities, micro-
nutrients and the correct package of practices, it is possible to increase productivity and
production. Areas where the yields are substantially less than the national average are the low
hanging fruits where, with some concentrated effort and use of technology, it should be possible
to enhance the yields quickly.

Getting the right price for their produce is the most critical issue for farmers today. In the rabi
and kharif conferences in the divisions and the districts, which farmers attend in large numbers,
the point of discussion has shifted from a shortage of seeds and fertilisers 10 years ago to
securing remunerative prices for the produce. The challenge for the farmers is that when
production goes up, the price tends to fall. This results in zero or very little net gain for the
farmers.

The government procures wheat and paddy for the public distribution system. Hence, a large
number of farmers sowing these are able to obtain the minimum support price. The
government’s intervention in these commodities serves to shore up their price in the open
market as well. Sugarcane farmers are also able to access an assured market through the
system of reservation of cane for the sugar mills and the state advisory price (SAP). But for a
large number of crops including oilseeds and pulses, farmers are not able to get remunerative
prices. The market yard price of pulses and oilseeds have generally ruled above the MSP but
during the last kharif and rabi we have seen that their market yard price remained much below
the MSP. This makes a strong case for governmental intervention by providing an enabling
policy environment, a robust institutional framework and a vibrant regulatory regime.

The government has increased the MSP of kharif crops substantially for this season, which has
come as a shot in the arm for the farmers. But to increase their income substantially, marketing
infrastructure and institutions need to be strengthened. The recently announced Pradhan Mantri
Annadata Aay Sanrakshan Abhiyan (PM-AASHA) is an important step towards securing
remunerative price (read MSP) for the farmers. This provides for three methods of procurement:
(i) Price Support Scheme (PSS), (ii) Price Deficiency Payment Scheme (PDPS), and (iii) Private
Procurement and Stockist Scheme (PPSS).

A quantity restriction of 25 per cent of the total production of a state has been put for obtaining
central assistance under all the three schemes. Any quantity procured beyond this limit will have
to be funded by the state’s own resources. PDPS has been tried by Madhya Pradesh during the
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last year and the feedback has been mixed. PPSS is a new concept with a whiff of freshness but
it needs to be seen how it plays out on the ground. PDPS and PPSS have been allowed only for
the procurement of oilseeds whereas for all other MSP crops, PSS will be the main instrument.
That brings us to the age-old Price Support Scheme, which can help the states provide
remunerative price to the farmers for MSP crops other than wheat and paddy. Coarse cereals
are to be procured by Food Corporation of India and will have to be distributed under the PDS.
The procurement of coarse cereals will also be an issue of concern as the MSP of coarse
cereals has been enhanced substantially.

Procurement under the PSS for pulses and oilseeds has not been very successful as there is a
lack of a robust institutional arrangement and a well-thought-out strategy to offload the procured
material. However, with some steps, this can prove to be very effective.

First, the mechanism under PSS needs to be strengthened. Currently, the procurement takes
place through state government agencies on behalf of NAFED, which itself is a weak
organisation. Farmers are not able to get the sale proceeds in time and so prefer to sell their
produce at a lower rate in the open market. The states and Centre will have to come together
and put a robust system in place in order to provide the real benefit of the MSP increase to the
farmers. Second, the inclusion of pulses and millets in the PDS will result in the quick disposal of
accumulated stocks. This will also lead to health gains for the population and monetary gains for
the farmers.

Third, efforts to add value to the agricultural produce at the village level will have to be made.
Even if primary processing like cleaning, sorting and grading of produce can be done at the
farm-gate level, this will increase returns. Fourth, storage and negotiable warehouse receipt
facility for farmers will have to be expanded so that they are not forced to undertake distress
sales. Fifth, incentives for exports of surplus produce will expand the market for farmers.

And finally, there has to be a strategy to ensure appropriate acreage for crops so that the
production is dictated by the market demand. Most farmers tend to go by the herd mentality and
whichever crop gives good returns this year sees a jump in the acreage the very next year. This
leads to overproduction and the price tends to crash leading to distress in the farming
community.
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Source : www.thehindu.com Date : 2018-10-05

FIELDS OF CONCERN — ON MSP FOR KHARIF CROPS
Relevant for: Indian Economy | Topic: Issues related to direct & indirect Farm Subsidies and MSP

Within months of announcing generous hikes in the minimum support price (MSP) for several
crops in the kharif summer season, the NDA government on Wednesday approved an increase
in the MSP offered for rabi crops. These increases mark a sharp change from the cautious
approach adopted by the Narendra Modi government in raising MSPs during the first half of its
tenure. The latest hikes are generous, even if they are moderate compared to those fixed for the
kharif crop. By way of comparison, the highest increase over the previous kharif season’s MSP
was 52.5% for the cereal ragi. Now the highest season-on-season hike for the rabi crops is
20.6% for safflower. The MSP for wheat has been raised 6.1%, or 105 a quintal. For mustard,
gram and masur dal, the increases are between 5% and 5.3%. The government says that with
these prices, it has delivered on its promise that farmers will get a price at least 150% above
their cost of production, and that their incomes will be doubled over time. The rabi crop will be
planted in November, by which time Madhya Pradesh and Rajasthan (large producers of wheat
and mustard, respectively) will be firmly in campaign mode. The BJP, which has to deal with
anti-incumbency in both these States, has faced some flak over the Madhya Pradesh
government’s handling of farmer agitations. Clearly, it is now riding on the hope that the new
MSPs will bolster its farmer-friendly credentials and further its prospects at the hustings.

It is no coincidence that the hikes were announced a day after thousands of angry farmers
descended on New Delhi, stopped only by the use of water cannons and teargas. This is the
latest in a long string of instances that signals the existence of underlying agrarian distress. But
it is not merely the lack of adequate prices for farm output that has led to restiveness — the rise
in costs of inputs such as fertilizers and diesel is also a reason for this. India’s farm sector has
multiple stress points, and ground-level procurement often does not take place at stipulated
support prices. Barring paddy and, to a lesser extent, wheat, the MSP formula doesn’t work for
most crops in the absence of substantial direct procurement by the government. Market prices
for cotton are currently close to the MSP, but this is largely because of traders betting that export
demand will rise due to the U.S.-China trade war. A robust mechanism that actually helps
farmers get the declared MSP for a crop is being pursued through a price deficiency payment
scheme and a private procurement plan. But this is still in a nascent stage and is not adequate.
There needs to be a holistic reboot of the agriculture sector, particularly to address the restrictive
trading policies and excessive government interventions that deter productivity enhancements.

Sign up to receive our newsletter in your inbox every day!
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Source : www.indianexpress.com Date : 2018-10-05

RETHINK MSPS
Relevant for: Indian Economy | Topic: Issues related to direct & indirect Farm Subsidies and MSP

Planning to buy a mid-range smartphone? Honor 9N is the notched beauty you need

The Reserve Bank of India and bond markets should heave a sigh of relief at the relatively
moderate hikes in the minimum support prices (MSP) for rabi crops declared by the NDA
government. The MSP for wheat to be planted in the ensuing 2018-19 season has been fixed at
Rs 1,840 per quintal, which is only 6.1 per cent more than the Rs 1,735 for last year.

Even for other crops such as mustard, chana, masur and barley, the raise is from 2.1 to 5.3 per
cent. The 20.6 per cent higher MSP for safflower has no material consequence, as this oilseed
is grown in just about 1.5 lakh hectares (compared to 300-310, 90-100 and 60-70 lakh hectares
for wheat, chana and mustard, respectively) and hardly procured by government agencies. The
restraint shown in the latest MSP increases — for the kharif season, these amounted to 12.9 per
cent in paddy and 19.3-52.5 per cent in maize, moong, cotton, bajra, jowar, nigerseed and ragi
— is significant, as it comes ahead of the upcoming assembly elections in Madhya Pradesh and
Rajasthan, and before the national one scheduled in April-May.

The Modi government had earlier erred by accepting the M S Swaminathan commission’s
recommendation of fixing MSPs at 1.5 times the estimated production cost of crops. By binding
itself to a cost-plus pricing formula and guaranteeing a minimum 50 per cent return to farmers,
the government would have had to grant unsustainably high MSPs out of line with market prices.
That possibility was even greater when diesel, electricity, fertiliser and pesticide costs for
farmers have gone up by 25 per cent or more in the last one year.

This is clearly not reflected in the Commission for Agricultural Costs & Prices’ estimates, which
show a mere 6 per cent annual production cost escalation for wheat and at 1.8-7.2 per cent in
other rabi crops. The seemingly conservative cost increases taken have helped keep the latest
MSP hikes within limits, even as the Agriculture Ministry has claimed that they correspond to
returns ranging between 50.1 per cent for safflower and 112.5 per cent for wheat.

The test of MSPs, however, lies not in announcement, but implementation. That is already being
seen in the current kharif marketing season, where arrivals in mandis have barely begun and
most crops, barring cotton, are already selling way below the MSPs announced in July. The
sheer lack of credibility in both fixation methodology and effective enforcement makes it
worthwhile to rethink the utility of MSPs. Farmer interest is better served by removing all
restrictions on marketing, storage and movement (including export) of produce, along with
making fixed per-acre payments irrespective of the crop that is grown.
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Source : www.pib.nic.in Date : 2018-10-05

CIVIL AVIATION MINISTRY  RELEASES THE POLICY ON
BIOMETRIC BASED DIGITAL PROCESSING OF
PASSENGERS AT AIRPORTS CALLED “DIGI YATRA”

Relevant for: Indian Economy | Topic: Infrastructure: Airports

Ministry of Civil Aviation

Civil aviation Ministry  Releases the policy on Biometric
based Digital processing of passengers at airports called
“Digi Yatra”

Digi Yatra central platform will be operational by end of
February, 2019

Posted On: 04 OCT 2018 3:13PM by PIB Delhi

The Union Minister of Commerce and Industry and Civil Aviation, Shri Suresh Prabhu today
released the policy on biometric based digital processing of passengers at airports called
“Digi Yatra” at a press-conference here. Addressing the media, he said that the Ministry has
taken the initiative to develop standards for digital processing of passengers at airport to ensure
uniform implementation and passenger experience across Indian airports through a connected
ecosystem. He said, a technical working committee having members from airport operators,
airlines and industry has been formed for development of standards.

The media was told that DigiYatra Central Platform will be operational by end of February, 2019.
Bangalore & Hyderabad International Airports will be ready with pilot implementation by end of
February, 2019. Airport Authority of India (AAI) intends to roll out the programme initially at
Kolkata, Varanasi, Pune & Vijayawada by April, 2019.

Shri Suresh Prabhu said, DigiYatra will provide a pan-India powerful platform for future, adding
that Airports will have the possibility of providing innovative services and consent based 
targeted services in future. “Any service provider involved in facilitating travel of passenger from
door to door will be able to use this platform in future through innovative solutions” he said. The
Minister asserted that the ultimate beneficiary will be the passengers, who will have all the travel
related options available to them.

Elaborating on the contours of Digi Yatra, Minister of State of Civil Aviation, Shri Jayant Sinha
said, it is a Facial Recognition based passenger processing which  is a common standard being
adopted the world over. To provide a seamless experience right from the entry to the airport
upto boarding the aircraft, Shri Sinha said, DigiYatra will have a centralised registration system
for passengers. “Under the Digi Yatra, passenger can get a Digi Yatra ID by sharing minimum
details like Name, e-mail ID, Mobile number and details of one approved Identity proof where
Aadhar ID is not mandatory. This DigiYatra ID will be shared by passengers while Booking
ticket. Airlines will share the passenger data and DigiYatraID with the departure airport”, he
said.  Shri Sinha pointed out that a passenger who has created the Digi Yatra ID has to undergo
a onetime verification at the departure airport during his/her first travel. “In case a passenger
opted for Aadhar based verification, the identity will be verified online. On successful verification,
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facial biometric will be captured and stored in the Digi Yatra ID profile of the passenger. In case
the passenger has chosen any other identity for creating Digi Yatra ID, verification will be done
manually by Security personal and facial biometric will be captured and stored in the Digi Yatra
ID profile. By this process the registration is complete”, he explained.

      Shri Jayant Sinha said, Digi Yatra will bring benefits to passengers and all stakeholders
involved in the process, as Airport operator will have travel information in advance for better
resource planning and the real-time data of passengers within the terminal will enable the
operator to take proactive action to avoid congestion.

      The Secretary, MoCA, Shri Rajiv Nayan Choubey further elaborated on Digi Yatra
mechanism saying that a successfully registered passenger can go directly to the entry point  E-
Gate of the airport and scan the barcode/ QR code of the ticket/ Boarding pass. “A camera will
capture the face for comparing with DigiYatraID Photo. On successful verification of the  travel
details and facial matching, the E-Gate  will open. The system will also generate a token in the
system combining the face of passenger with PNR of the ticket, so that at subsequent check
points the ticket details will be available on face recognition.”

“At check-in counter or at the Self Bag Drop counter, the passenger will be identified by face and
there is no need to show any document or ID for this purpose. The passenger will gain entry to
the security check area through an E-Gate by facial recognition. Similarly at the boarding gate
also the passenger will be identified by face for entering  through an E-Gate for boarding the
aircraft.”

“Airlines will have the information of its passenger and their status within the terminal. No more
missing passenger causing departure delays. Security will benefit from the ability of the
technology to verify the passenger at every checkpoint in a non intrusive way except that
physical frisking of the passenger as per security procedures will continue. Intentional Boarding
pass exchange by passenger or wrong boarding by mistake will not happen.”

 As Indian Aviation is witnessing an unprecedented passenger growth for the past 50 months
and it is likely to continue, this would mean the existing airports have to handle more passengers
for considerable time before additional infrastructure is created. “The passengers are expecting
better facilitation at the airport and Security remains a key concern in air travel. Leveraging
technology is the only solution to meet such challenging requirements”, Shri Choubey said.
 Pointing out that multiple stakeholders are involved in a seamless travel process for a
passenger, he emphasised that it was important that the stakeholders work in a connected
environment for reaping the benefits of technology. He said, in order to achieve this objective,
the Ministry of Civil Aviation evolved the concept of “DigiYatra” which  envisages a connected
ecosystem enhancing the seamless travel experience for the passengers and simultaneously
improving the security.

Click here to see PPT file.
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Source : www.thehindu.com Date : 2018-10-06

RATINGS FIRMS COME UNDER SCANNER
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Demographic Economics &

various Indexes

The role of credit rating agencies has come under the scanner in the wake of the Infrastructure
Leasing & Financial Services Ltd (IL&FS) imbroglio.

IL&FS and its subsidiaries were rated AAA for their commercial papers as well as debt
programmes until just a few months ago. Only after the companies started defaulting, ratings
were downgraded one by one to junk.

The rapid downgradeswell after it became known that the group was in trouble has raised a
question mark on the methodology and processes adopted by the rating agencies in evaluating
the companies and their papers. Four leading rating agencies-- ICRA, CARE, India Ratings and
Brickwork-- were involved in rating papers and schemes of different IL&FS group entities.

“What are these credit ratings for? How many times can they go wrong? Every time some issue
like this comes up, the rating agencies are caught off- guard,” said Ambareesh Baliga, stock
analyst.

Need for strict action

“Ratings are given to provide a clear picture to investors. If they cannot give correct ratings, then
why does one need them. Without them, people can do their own investigation and invest
accordingly. The ratings given by them may be misleading,” Mr. Baliga added. Shriram
Subramanian, founder & MD, InGovern, a proxy advisory firm, said, “It seems the rating
agencies had gone by the names of IL&FS’ shareholders while assigning the ratings. They
should have looked at the cash flow situation carefully and evaluated individual projects.”

J. N. Gupta, MD, Stakeholder Empowerment Services, another proxy advisory firm, said
“everybody is grappling with this issue now. The biggest challenge for credit rating agencies is
availability of data.” Rating agency officials, on the condition of anonymity, said it was unfair to
solely target them as over the years their ratings had been correct and there was no problem till
recently.

“IL&FS is considered a quasi government company and it is in the public good space. The
shareholders are reputed and we believed the management that they would mobilise the funds.
Non cooperation of the shareholders led to this sudden collapse. The moment one of their SPVs
defaulted, downgrades happened and it was only the rating agencies which raised the red flag,”
an official said.

“All rating agencies gave the same ratings. All cannot go wrong. Any sudden downgrading could
have unnerved the markets. We had to be careful and as and when we realised the situation
was grim, we revised the ratings immediately,” the official added.
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Source : www.thehindu.com Date : 2018-10-06

AVOIDING THE CURRENCY BASKET CASE
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign capital, Foreign Trade

& BoP

Illustration of a vector green leaf icon with a rupee sign  

The Indian rupee was once a multilateral currency, its usage prevalent across the Indian Ocean
in places as varied as Java, Borneo, Macau, Muscat, Basra and Zanzibar. The historic dhow
trade ensured that the Gulf had a familiarity with the rupee for over five centuries, with Oman
utilising the ‘Gulf rupee’ till 1970.

The accession of George V to the throne in 1911, enshrining his rule of the British Raj, led to the
issuance of a new rupee coin. The colonial rupee leveraged the Mughal rupee’s popularity,
facilitated by trading communities, migration and the Raj’s hegemony. The annexation of Sindh,
Ceylon and Burma further encouraged the primacy of the rupee in these areas. Meanwhile, a
number of Indian merchant communities had established themselves in such regions, aiding in
its convertibility.

Even after Independence, Dubai and other Gulf states were using RBI-minted Gulf rupees until
1966. Between the 1950s and 1970s, gold smuggling was rampant on the Konkan coast, with a
number of Gulf businesses buying gold cheaper in the Gulf in rupees and smuggling it to India.
Only the devaluation of the Indian rupee in 1966, after the 1965 war, led to such nations
switching to their own currencies. Now, only Nepal and Bhutan regularly conduct bilateral trade
with India in rupees.

The rupee’s valuation is often of concern. The value of the rupee itself has varied over the years
too – contrary to WhatsApp rumours, the rupee was never equal to the U.S. dollar. In 1947, the
rupee-dollar rate was at 3.30. The aforementioned devaluation in 1966 raised it to 7.50, reaching
32.4 by 1995. This decline was precipitated by a variety of factors – wars with Pakistan and
China, the adoption of Five Year Plans requiring foreign loans, political instability and the Oil
Price Shock of 1973. Of late, the rupee has been declining given higher oil prices and FII
outflows from stocks and bonds. The ongoing U.S.-China trade war, Iran sanctions and further
upward movement in oil prices will continue to test the rupee’s valuation.

While such see-saws do happen, the Reserve Bank of India and the Ministry of Finance do have
a number of options for stabilisation, including overtly intervening in the forex market, selling
non-resident Indian bonds (as last done in 2013) and conducting a sovereign bond issuance. In
addition, the rupee’s dependency on the U.S. dollar must be reduced – India should consider
formalising the rupee payment mechanism with friendly countries such as Russia, with a focus
on reducing its overall current account deficit. We must continue to guard against fiscal
profligacy, with any slippage viewed negatively by the currency markets, further encouraging
investors to flee Indian markets. Industrial growth should be a priority; without having goods to
sell, rupee swaps (say with Iran) will be difficult to institutionalise. A lower rupee is a recipe for a
higher import burden, spiralling eventually into a currency crisis.

The formalisation of the Indian economy, by deterring black money transactions in the rupee, is
also much needed. Somehow, the rupee always ends up falling just prior to an election – looking
at the data in 2013, Malini Bhupta and Vishal Chhabria found that rupee had depreciated just
prior to the election date six times in the past seven elections. India’s black money strategy
should consider four pillars — it should encourage tax rate rationalisation, reform vulnerable
sectors, support a cashless economy and create effective and credible deterrence. Tax rate
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rationalisation, with lower tax rates as an end goal, would increase the tax base and increase
compliance with tax returns. Administrative agreements with countries like the U.K. and
Switzerland which can offer mutual tax sharing should be encouraged. It is important to create a
remittance database detailing company transfers out and NGO transfers into India, all reporting
to the Financial Intelligence Unit (FIU). The Direct Tax Administration’s Directorate of Criminal
Investigation should be provided the right IT training, infrastructure and funding to become an
effective deterrent, while the audit cycles for income tax, service tax and excise tax departments
should be aligned, helping the Large Taxpayer Unit (LTU) become more effective, increasing the
scope of simultaneous scrutiny and examination.

Finally, looking ahead, the internationalisation of the rupee is a worthwhile goal to aim for. While
the Chinese yuan is increasingly being positioned for an alternative reserve currency through a
variety of multilateral trades, institutions (the Belt and Road Initiative, the Asian Infrastructure
Investment Bank) and swaps, the Indian rupee remains woefully behind in internalisation. China
campaigned hard for the inclusion of its currency in IMF’s benchmark currency basket in 2015,
introducing a range of reforms to ensure that the yuan was considered as “freely usable”. The
RBI, meanwhile, has adopted a gradualist approach – allowing companies to raise rupee debt
offshore, enabling the creation of “masala bonds” and allowing foreigners to invest in rupee debt
onshore; the rupee has transformed from a largely non-convertible pegged currency before 1991
to a managed float. The rupee is currently not even in the top 10 traded currencies.

There is no magic wand to making the rupee appreciate. But institutional resistance against
rupee convertibility should be overturned. To restore the rupee’s multilateral nature, we must
unshackle its usage.

Feroze Varun Gandhi is a Member of Parliament, representing the Sultanpur constituency for
the BJP.
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Source : www.economictimes.indiatimes.com Date : 2018-10-06

FINMIN KICKS OFF INSURANCE MANTHAN
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

The finance ministry on Friday reviewed the progress of state run general insurance companies
and also kick started, ‘Insurance Manthan,’ to optimise their performance.

Financial services secretary Rajiv Kumar in a tweet said, “Aim is to develop comprehensive
reform agenda in six themes to modernise Public Sector GICs. Committed to work towards
safety net of all citizens.”

The six point agenda includes – Sustainable and Prudent Business, Talent Management and
Customer Orientation.

A senior executive said that the focus is on bringing the uninsured under the various social
sector schemes of the government.
‘Insurance Manthan’ initiated! Aim to develop comprehensive reform agenda in six themes to
modernize Public Sector… https://t.co/ivoTNCYndS

&mdash; Rajeev kumar (@rajeevkumr) 1538717841000

“The government also wants us to make our operations efficient, low cost and robust
governance structure,” he added.

Finance Minister Arun Jaitley in the his 2018-19 budget speech had proposed the merger of the
three PSU general insurers.

“These will be merged into a single insurance entity and will be subsequently listed,” he had
said.

The government is expected to merge National Insurance, Oriental Insurance and United India
Insurance by 2019.

“It is being worked out. The listing may also happen by end 2019,” the above quoted executive
said.

In 2017-18, government had listed National Insurance Company and General Insurance
Company divesting 11.65% and 12.5% of its stake, respectively, in the two companies.
The finance ministry on Friday reviewed the progress of state run general insurance companies
and also kick started, ‘Insurance Manthan,’ to optimise their performance.

Financial services secretary Rajiv Kumar in a tweet said, “Aim is to develop comprehensive
reform agenda in six themes to modernise Public Sector GICs. Committed to work towards
safety net of all citizens.”

The six point agenda includes – Sustainable and Prudent Business, Talent Management and
Customer Orientation.

A senior executive said that the focus is on bringing the uninsured under the various social
sector schemes of the government.



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

‘Insurance Manthan’ initiated! Aim to develop comprehensive reform agenda in six themes to
modernize Public Sector… https://t.co/ivoTNCYndS

&mdash; Rajeev kumar (@rajeevkumr) 1538717841000

“The government also wants us to make our operations efficient, low cost and robust
governance structure,” he added.

Finance Minister Arun Jaitley in the his 2018-19 budget speech had proposed the merger of the
three PSU general insurers.

“These will be merged into a single insurance entity and will be subsequently listed,” he had
said.

The government is expected to merge National Insurance, Oriental Insurance and United India
Insurance by 2019.

“It is being worked out. The listing may also happen by end 2019,” the above quoted executive
said.

In 2017-18, government had listed National Insurance Company and General Insurance
Company divesting 11.65% and 12.5% of its stake, respectively, in the two companies.
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Source : www.thehindu.com Date : 2018-10-08

‘LEARN FROM HIGHWAYS TO PROMOTE INFRA’
Relevant for: Indian Economy | Topic: Investment Models: PPP, SEZ, EPZ and others

Reviving private sector investment in infrastructure will need an innovative sector-by-sector
overhaul of the existing PPP models, CRISIL MD & CEO Ashu Suyash explains in an interview.
Excerpts:

The main takeaway from the CRISIL report is that the share of private investment has
come down this year but the main reason given is that the share of public investment has
grown. What happened to private investment itself?

The share of public spending has grown but the overall pie itself has also shrunk. So, not only in
percentage terms has the private sector shrunk, if you add to it that the pie itself has shrunk, it is
a double whammy. If you look at the consolidated Centre and States’ fiscal deficit, it needs to
come down. Therefore, going forward, the ability for the Centre and States to continue to provide
that funding support may not work.

And, when one thinks about why did private sector contribution to infrastructure come down,
there are a couple of key reasons.

One, if you look at capacity utilisation across most of the industries, and then, if you look at
infrastructure, it is quite sharply lower.

f you are not at peak utilisation levels, you are not going to make the investments. Across the
board, the capacity utilisation is still under 70%. And it hurts growth eventually, because if
private investment doesn’t kick in and you continue to be a consumption-oriented economy, then
at some point it will catch up to you.

This is not a new story of private investment not picking up and government having to
shoulder more more burden...

You’ve had pockets of growth and pockets of challenges, so it’s not all gloom and doom. A good
example is the highways sector. We have seen the maximum increase in investments in
highways. It’s not only the hybrid annuity model or the TOT (toll-operate-transfer) model, but the
key takeaway is that there was a lot of focus and effort to tweak the PPP framework and make it
more bankable.

I would say that’s the need of the hour. The learnings from this should be taken to other sectors.
Another example would be a sector that has struggled the most, power transmission. There are
bankable assets. You have to look at ways of unlocking value there.

The traditional models will not work, you need a wider array of PPP frameworks to be done. The
third thing is to look at some asset-light models, because in some cases, it might make sense for
the government to get the project live but the maintenance, the ongoing running should be bid
out. It’s not that these dialogues are not happening. But they haven’t happened at the pace they
should and across all the areas.

When the framework is right and the risk allocation between parties is fair, then things will
happen.

What is your estimation of the UDAY scheme?
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So, I am going to start by saying that the move was very well intentioned. Because as the debt
moved from being on the banks’ head to the State, there were very strong riders to cut down
transmission losses and to raise tariffs. I think the challenge we have seen is that the tariff
regime itself has undergone a dramatic shift and change and one material input into it has been
solar.

Across the board, the capacity utilisation is still under 70%. And it hurts growth
eventually
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Source : www.thehindu.com Date : 2018-10-09

POWER POLITICS: PROPOSED CHANGES IN THE
ELECTRICITY ACT

Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

A few months before the next general election, the Central government has proposed a set of
changes to the Electricity Act 2003. The amendments seek to enable a market transformation in
electricity. The link between political power and electrical power is widely known; promises
around electricity access, price and quality are important political currency.

However, the expenditure of scarce political capital on this issue is puzzling. The amendments
will be hard to get through Parliament (an earlier 2014 effort failed) and voters will not see an
immediate impact. What is the political rationality of this effort? Who are the winners or losers
from these amendments?

Bringing in competition and choice in supply for the final consumer has long been an aim of
electricity reform and remains central to these amendments. The idea is that while a single
public utility will run the wires through which electricity flows, multiple supply licensees (both
public and private) will be allowed to compete for consumers. The intent is that the discipline of
competing for customers will lead to improved supply and lower bills. However, the global track
record on this approach is far from definitive.

While an earlier 2014 reform effort proposed mandatory and time-bound implementation of
these reforms, and therefore was resisted by States, the current amendment allows them
discretion on the timing of implementation. The combination of time discretion and the improved
presence of the ruling coalition in State governments may facilitate passage this time around.

If it does, India could have an electricity distribution sector with pockets of competition for
wealthy consumers in a sea of monopoly inhabited by the poorest. Private suppliers could
cherry-pick profitable locations and consumers; the state-owned incumbent supplier will be left
with the obligation to serve low-paying consumers.

This need not be bad, if there were a mechanism to support the second group. This currently
happens through ‘cross-subsidy’ from wealthier customers, but this is also being changed under
the amendments. This leaves only the possibility of direct support from States. If these transfers
are not forthcoming, or late, the cash-starved incumbent supplier will be locked into a cycle of
poor quality of service for its customers who have no ‘exit’ option, leading to more bill evasion,
and further financial deterioration.

The amendment (along with changes in the National Tariff Policy) aims to get the price right — a
long-standing aspiration — by capping cross-subsidies at 20% immediately, and eliminating
them within three years. The cross-subsidy surcharge on open access customers — the fee that
holds back customers from leaving the grid — would be eliminated within two years.

There is a compelling rationale for these changes — India has among the highest electricity
tariffs for industry, which bears the burden of low-performance and losses among other
consumers, impacting their global competitiveness. However, this shift could be highly disruptive
if the profit-making side is allowed to flee, without devising a transition pathway for the loss-
making side of electricity.

Perhaps because of these political sensitivities, the proposed approach to eliminating cross-
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subsidies is complicated. Subsidies will not be allowed across consumer categories like industry
and agriculture, but will be allowed across consumption categories — big consumers can
subsidise small ones. Big industrial consumers will see no effective change, although small
business consumers will escape payment of subsidy.

The more significant change is abolition of the cross-subsidy surcharge, which will open the
flood gates for large consumers to migrate through ‘open access’ to cheaper sources and avoid
paying any subsidy. In short, cross-subsidy will become load-based subsidy, but the load
available to pay that subsidy will be allowed to escape.

Where is support for poorer customers to come from? The amendment recognises the need to
subsidise the poor, but mandates this be done through direct benefit transfers. However,
identifying and targeting beneficiaries remains a challenge. Moreover, with these changes, the
mechanism of support for poorer customers will shift from the electricity customer to the
taxpayer. Cross-subsidies are certainly distorting. But the solution requires the electricity sector
to assert its claims for support in competition with several other possible uses of state funds,
introducing political uncertainty.

The proposed legislation makes subsidy to the poor the collective responsibility of the States
and the Centre, which has so far been only the responsibility of each State. Notably, the Centre
may have access to enhanced tax revenues from electricity because it stands to gain from
additional tax revenue from profitable new wires companies and private suppliers. Thus, the
Centre could become a new fulcrum of redistribution from wealthy areas in wealthy States, to
needy customers that are concentrated in a few States.

While this may be a pragmatic fiscal strategy allowing redistribution across States, it also has
undeniable political implications. It provides greater control to the Centre and limits the States’
and regional political parties’ capability to make electoral use of electricity pricing. The politics of
power prices will shift from sub-national to national electoral politics. In an electoral context
where the battle lines may be drawn between the ruling coalition and strong regional parties, this
is worth noting.

Moreover, the amendments have other centralising dimensions. The amendment proposes a re-
formulation of the selection committee for State regulators, from a majority of State
representatives to a majority of Central representatives.

The Centre will also gain more oversight on capacity addition, through the requirement of
detailed project report submission to the Central Electricity Authority. There is no doubt that
State performance has been poor on both fronts. But the amendments reflect a clear choice of
solution: re-direct responsibility to the Centre instead of fixing the process in the States.

Many generating companies have been in the news recently due to decreasing demand for their
power and consequently their stranded assets. The amendments potentially provide comfort to
them at the expense of distribution companies. Specifically, they mandate that suppliers sign
power purchase agreements (PPAs) to meet the annual average demand, ostensibly to ensure
24x7 power for all, which will be subject to review and compliance measures.

The challenge of low demand for existing power is undoubtedly an issue. However, the logic of
this move is curious; disincentives to serve poor customers rather than availability of power is
the real obstacle to 24x7 power. The gain to generators could come at the cost of customers,
who, through the PPAs signed by supply companies, have to ultimately bear the risk of uncertain
load growth, prices and migration.
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The amendments include many other provisions, notably around making the Act more up to date
with regard to renewable energy, which is a worthy objective. In terms of the big questions, it
places its bets on more competition, subsidy reform, a steering role for the Centre and throwing
a lifeline to generators.

There is no doubt the status quo is unsatisfactory; India’s electricity sector remains beset with
problems. Yet, the amendments leave quite unclear what happens to those left behind by
distribution reforms and by efforts to help out generators. Disruptive change in Indian electricity
may be needed, even inevitable. But the amendments risk placing the cost of disruption on the
backs of the poorest, and shifts the potential for ameliorative measures to the hands of the
Centre, rather than the States.

A.K. Swain is Visiting Fellow, P. Bhatia is Research Associate and N.K. Dubash is a Professor
at the Centre for Policy Research
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Source : www.livemint.com Date : 2018-10-09

OPINION
Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

The massive protest by farmers on 2 October in Delhi was not the first for this government and it
is unlikely to be the last. While this one managed to create headlines because of the violent
reaction of the administration, a similar one on 5 September went largely unnoticed.

According to the National Crime Records Bureau, the number of farmer protests increased by
eight times from 628 in 2014 to 4,837 in 2016 in just two years of this government. Since then, it
has spread to almost every state with large mobilizations in Madhya Pradesh, Rajasthan,
Maharashtra, Tamil Nadu and Uttar Pradesh. Some of these states are going to elections shortly
and the farmers’ protests have managed to finally move the government to recognize the gravity
of the situation. However, its response has been disappointing and short-sighted.

In most cases, the response has been politically motivated with sops to woo the largest voting
constituency in the form of free electricity, loan waivers and notional rise in minimum support
prices (MSPs). Unfortunately, none of these are likely to have any impact on the distress that the
agricultural sector is going through.

In some cases, while it may give temporary relief as in the case of farm loan waivers and free
electricity, they are unlikely to be sustainable beyond the election cycle. However, it also raises
the important question of whether the government even understands the nature of the crisis.

The first point to note is that the crisis is not just of agricultural production. In fact, despite back-
to-back droughts and adverse weather conditions, including deficient monsoon rains this year,
agricultural production has continued to rise. And, if government statistics are to be believed,
agricultural production has reached record levels in 2018.

The crisis is primarily one of the political economy of agricultural production in India, which has
seen real incomes in agriculture decline despite agricultural production rising. While price
realisation of agricultural commodities has declined in the last four years, input costs have risen
faster. The index of terms of trade between farmers and non-farmers is now at the lowest level
in this decade, having declined steadily in the last four years. It is unlikely that this trend is going
to reverse based on the inflation numbers so far. Overall food inflation has turned negative
despite non-food inflation rising to more than 6.5% in the last three months.

While the decline in product prices has been the immediate trigger and arresting the fall of price
is the primary demand of the protesting farmers, strange as it may sound, the announced
increase in MSP of rabi crops is unlikely to contribute to any reversal of this trend.

Apart from the ineffectiveness of the MSP procurement policy and the fact that procurement of
rabi crops is unlikely to begin before April next year, the limited coverage among crops and
regions make it unlikely to contribute to any price rise in the near future. But an important reason
why this may be ineffective is also because the decline in prices is less from the oversupply of
agricultural output and more from the collapse of demand in the rural economy.

However, unlike the oversupply situation, the demand collapse is due to multiple factors,
agriculture being one of them. A second and important factor is the collapse of non-agricultural
sectors, particularly manufacturing, construction and services, which have contributed to this
demand collapse. A significant indicator of this is the trend in decline in real wages since the
beginning of the year. One aspect of the changing nature of the rural economy with an
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increasing non-farm sector is that any policy solely targeting the agricultural sector is unlikely to
lead to a revival in rural demand.

The problem of the rural economy requires a holistic approach with a better understanding of the
political economy, something most governments have ignored over the years. But this
government is not just guilty of ignorance of the structural factors, but has contributed actively in
creating this crisis in the rural economy.

And it is not just demonetization and the hurried implementation of the goods and services tax
(GST), but wilful neglect of agricultural investment, which declined in real terms during the
tenure of this government and the absence of corrective market interventions which are equally
responsible. What is worrying is that despite the crisis in agriculture spilling over to streets, the
response of the government is geared towards short-term electoral dividends at the cost of long-
term structural damage to the rural economy.

One thing is certain, the crisis in agriculture is unlikely to subside in the near future.

Himanshu is associate professor at Jawaharlal Nehru University and visiting fellow at the Centre
de Sciences Humaines, New Delhi
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Source : www.livemint.com Date : 2018-10-09

OPINION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign capital, Foreign Trade

& BoP

The rupee is weaker by 15% since the start of this year. Crude prices are nearly double in the
past 12 months and there is a strong possibility that they will touch $100 per barrel this quarter.
This scenario represents a double whammy. Every extra rupee on the exchange rate translates
into an additional import burden of nearly 12,000 crore on the current account (on an annualized
basis). And every extra dollar per barrel is an additional outgo of 8,000 crore.

The escalation in oil and gas prices impacts both the current account and fiscal deficit. The
current account deficit (CAD) this year may cross 3% of gross domestic product (GDP) and, in
absolute terms, will be higher than the 5% recorded in 2013. It has also been made worse by
surging imports of coal, iron ore, fertilizer, electronic goods and gold, as also the rising payment
for foreign education. The fiscal deficit is also impacted by higher oil prices, because of implied
higher subsidies for kerosene and cooking gas, as also because of politically necessary
cutbacks in excise on petrol and diesel.

Additional worries are in financing the balance of payments, which will be negative $30-40
billion. This is the shortfall in capital inflows, which are not able to offset the CAD. The balance
of payments is turning negative for the first time in six years. There is talk of floating a dollar
bond for non-resident Indians, at handsome rates, with an added incentive of partial insurance
against rupee depreciation. This will entail a fiscal cost. To encourage more capital inflows, the
government relaxed conditions on dollar borrowing. It will add to India’s total foreign debt, which
is currently about $540 billion, of which $222 billion is due for repayment by March 2019.

Under normal circumstances, much of this short-term debt maturing in March, would have been
rolled over by refinancing it. As global liquidity conditions are tightening, this rollover will neither
be easy nor cheap. Further, as the rupee has depreciated rather sharply in recent months and
the yield gap between US and India’s sovereign bonds has narrowed, foreign investors in India’s
bonds may make a sudden U-turn. They have more than $70 billion invested in bonds, so even
if one-fourth of it decides to leave, it can impact the exchange rate and the yield—interest
rates—quite significantly.

To make them stay back, we need a stable to slightly appreciating currency and a significant
yield gap with US treasuries. Both of these conditions require tradeoffs, which are not easy.
Defending the rupee requires running down the stock of foreign exchange and is usually a losing
game. Keeping the gap with US treasuries large, requires much higher policy rates here, which
may not be warranted by inflation, as indeed was endorsed by the monetary policy committee of
the Reserve Bank of India. But raising rates may become imperative not just to fend off inflation,
which is benign now, but to combat risk to the overall financial stability, which is not the mandate
of the rate setting committee.

Higher rates discourage outflow of debt funds, provide some breathing space to banks’ net-
interest margin as they are laden with non-performing assets and provide the right market signal
of tightening liquidity conditions. As such, the credit markets are in danger of freezing, unless the
IL&FS situation is strictly contained and swiftly resolved. Of course higher interest rates will hurt
the biggest borrower in the system, which is the government of India. Every 25 basis points
increase in borrowing rate, is an additional burden of about 20,000 crore on an annualized basis.
Higher rates can hurt interest sensitive sectors, which are in recovery mode, such as
construction, housing and commercial real estate.
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The macro headwinds are because of external factors of crude prices and investors’ punishing
currencies of emerging market economies. This is aggravated by the ongoing trade war between
the US and China. As the latter imports much less from the former, it cannot match tit-fot-tat
tariff hikes on imports. Hence it may choose to retaliate against US tariffs on Chinese goods, by
an across the board devaluation of its currency. But this will have a disastrous effect on Asian
economies, and India too will be badly affected. Remember that the 1997 Asian crisis was the
long shadow of China’s steep devaluation of 1994.

Added to the external macro headwinds are internal challenges to the fiscal situation. The
government has made considerable unbudgeted promises recently. This excludes populist
spending impulses, which are bound to emerge as we get closer to elections. The hike in
minimum support prices accompanied by full quantity assurance across all crops, the full
coverage of large populations under health insurance, the sugar bailout or ethanol subsidy are
some example of underfunded promises. Added to this are the loan waivers in many states.
Thus the combined fiscal deficit of the centre and states could well be close to 7% of GDP this
year.

The rupee, oil and the twin deficits represent tough challenges and an ever narrowing circle of
feasible responses. Most of these responses, such as a hike in import duty of non-essential
items, or encouraging short-term dollar debt, or cutting excise on petrol and diesel have
significant trade-offs. It looks like a long winter is coming. We need to hunker down.

Ajit Ranade is an economist and a senior fellow at the Takshashila Institution, an independent
centre for research and education in public policy.
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SHRI NITIN GADKARI TO LAY THE FOUNDATION
STONE FOR DEVELOPMENT OF GHAGRA RIVER AS
NATIONAL WATERWAY IN UTTAR PRADESH
TOMORROW

Relevant for: Indian Economy | Topic: Infrastructure: Ports & Waterways

Ministry of Shipping

Shri Nitin Gadkari to lay the foundation stone for
development of Ghagra river as National Waterway in Uttar
Pradesh tomorrow

IWAI begins development works Phase 1

Posted On: 08 OCT 2018 6:10PM by PIB Delhi

Union Minister for Shipping, Road Transport & Highways and Water Resources, River
Development & Ganga Rejuvenation Shri Nitin Gadkari will lay the foundation stone for the
development work of Ghagra river as National Waterway (NW)-40 tomorrow at Basti in Uttar
Pradesh, under the Sagarmala Programme of Ministry of Shipping.

The waterway from Manjhighat at Ganga-Gaghra river confluence to Faizabad/Ayodhya along
Gaghra River for a length of 354 km was declared as NW-40 during the year 2016, as part of
Government’s renewed push to develop inland waterways sector in the country. Together with
NW-1 (on river Ganga), NW-40 will be provide to be a major transport modal choice for cargo
and passenger movement. The Detailed Project Report on the development of NW-40
envisages terminal at five locations – Ayodhya, Mahirpur (Tanda/Kalwari), Dohrighat, Tortipar
and Manjhighat.  

Inland Waterways Authority of India (IWAI), under Ministry of Shipping has already initiated work
in Phase –I with project cost of Rs. 11.6 Cr and has constructed the floating terminal at
Tanda/Kalwari to facilitate cargo & passenger movement on River Ghagra & River Ganga.
Under Phase 1, the draft of 2 metre and width of 45 metre will be constructed in addition to
floating terminals through Pontoon-Gangway at two locations- Tanda/Kalwari and Manjhighat.

The DPR on NW-40 projects movement of various categories of cargo, namely, agricultural
products (rice, wheat, pulses, sugar, livestock),  industrials products, coal (for Tanda power
plant), coarse sand, bricks, paper products, leather and other general goods etc. through inland
vessel capacity up to 1000 tonne. The first phase works are scheduled to be completed by
2019-20. This waterway is being classified as class-III waterway which envisages movement of
up to 1000 ton capacity vessels. Besides cargo and passenger movement, NW-40 will provide a
connectivity to tourist and pilgrimage places along river Gaghra and Ganga.

Other projects under IWAI in Uttar Pradesh include, Freight Village & Logistics Hub and
Multimodal terminal at Varanasi under the Jal Marg Vikas Project. The terminal is being
constructed at a cost of 169.70 cr with a capacity of 1.26 MTPA. The terminal is likely to be
inaugurated in the month of November, 2018. The terminal will boost trade via waterways with
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reduced logistics costs. Better connectivity to coastal regions and neighbouring countries like
Nepal, Bangladesh & North eastern states through Indo-Bangladesh Protocol route will help
MSMEs to expand trade & commerce and also provide optimal multi modal mix.

****
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LAUNCH OF METHANOL COOKING FUEL PROGRAM
OF INDIA

Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

NITI Aayog

Launch of Methanol Cooking Fuel Program of India

Posted On: 05 OCT 2018 8:31PM by PIB Delhi

Namrup, Assam: This day of Oct 5th, 2018 is a historic day for India, Northeast and Assam
Petro-chemicals, a state-owned company for launching Asia's first cannisters based and India's
first "Methanol Cooking Fuel Program". The program was inaugurated by Dr V K Saraswat,
Member, NITI Aayog and Chairman, Methanol Apex Committee at the Assam Petro-chemicals
campus at Namrup.

500 households inside the Assam Petro Complex will be the first pilot project, scaling it to
40,000 households in Uttar Pradesh, Maharashtra, Gujarat, Telangana, Goa and Karnataka.
The project is a natural extension of our Prime Minister's vision of reducing import of crude and
an effort to provide clean, import substitute, cost effective and pollution free cooking medium.
Assam Petrochemicals Limited has been manufacturing methanol for the last 30 years and is in
the process of upgrading their 100 TPD methanol plant to 600 TPD by Dec 2019.

The safe handling cannister based cooking stoves are from Swedish Technology and through a
Technology transfer a large-scale cooking stove manufacturing plant will come up in India in the
next 18 months producing 10 lakh Cookstoves and 1 Crore Cannisters per year.  This
technology is very unique, it handles methanol extremely safely, does not need regulator or any
piping system.

The cooking medium can directly substitute LPG, Kerosene, Wood, Charcoal and any other fuel
for cooking. The gaseous form, Methanol - DME, can be blended in 20% ratio with LPG. LPG-
DME blending program is expected to kickstart in the country by next year.

1.2 litres cannisters can last for full five hours on twin burners and 8 such Cannisters as rack can
last for one month for a family of three. The cost of energy equivalent of one cylinder of LPG for
Methanol is Rs. 650, compared to Rs. 850 per cylinder resulting in a minimum of 20% Savings.
For instance, in Manipur the cost of transportation of LPG is Rs. 200, whereas same cost for
Methanol will be Rs. 12. This provides for an excellent alternative as household fuel and
commercial, institutional and fuel for restaurants. China uses 4 MMTA of Methanol as Cooking
Fuel annually.

*****
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SEZ POLICY REVIEW COMMITTEE HOLDS FINAL
MEETING IN NEW DELHI

Relevant for: Indian Economy | Topic: Investment Models: PPP, SEZ, EPZ and others

Ministry of Commerce & Industry

SEZ Policy Review Committee holds final meeting in New
Delhi

Posted On: 05 OCT 2018 7:15PM by PIB Delhi

The SEZ Policy Review Committee, headed by Baba Kalyani, met in New Delhi today. This was
the final round of consultations with the committee members under the chairmanship of the
Commerce Secretary. The group held its first meeting on 22nd June this year under the
chairmanship of Commerce & Industry Minister Suresh Prabhu. Subsequently, the group met
again on 9th July and 20th August, 2018.      

The objective of the Committee was to evaluate the SEZ policy framed in 2000 and suggest
measures to make the policy WTO compatible, give suggestions which will encourage
manufacturing and services sector and lead to maximizing utilization of vacant land in SEZs and
create seamlessness between SEZ policy and other schemes like Costal Economic Zone, Delhi-
Mumbai Industrial Corridor, National Industrial Manufacturing Zone, Food Parks and Textile
Parks.

The Committee held extensive discussions with representatives of Government of India and
states. The changes in the macro-economic environment in India required a re-look at the SEZ
Policy framework so that focus is on enabling generation of 100 million jobs in the manufacturing
sector, manufacturing competitiveness within the framework of WTO rules, bringing in services
sectors like health care, financial and legal services, repair and design services under SEZs.

The Committee was of the opinion that SEZ should now transform into “Employment and
Economic Enclaves” (3Es) which will be an integrated ecosystem that focuses on ease of doing
business, quality and infrastructure in order to reduce costs.

The group will submit its final report soon.

***

MM/SB
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Source : www.thehindu.com Date : 2018-10-11

ELECTRONICS POLICY MOOTS REJIG OF SOPS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign capital, Foreign Trade

& BoP

The draft policy targets production of one billion mobile handsets by 2025, valued at $190
billion.AFP  

The government on Wednesday released a draft National Electronics Policy under which it is
targeting a turnover of $400 billion for the electronics system design and manufacturing (ESDM)
sector.

“This shall include targeted production of one billion mobile handsets by 2025, valued at $190
billion (approx. Rs. 13 lakh crore), including 600 million mobile handsets valued at $110 billion
(about Rs. 7 lakh crore) for export,” the draft policy said. The policy also suggests replacing the
Modified Special Incentive Package Scheme (M-SIPS) with ones that are easier to implement
such as Interest subsidy and credit default guarantee to encourage new units and expansion of
existing units in electronics manufacturing sector.

Tax benefits

It also recommends providing suitable direct tax benefits, including investment-linked deduction,
for setting up of a manufacturing unit or expansion of an existing unit. The draft policy also
pitches for support for infrastructure development through formulation of a new scheme or
suitable modifications in the existing Electronics Manufacturing Clusters (EMC) Scheme, for
supporting both greenfield and brownfield manufacturing clusters.

It also talks about establishing standards setting body in the Ministry of Electronics and
Information Technology (MeitY) to develop standards for electronics, IT, e-governance, among
others.

M-SIPS was launched in 2012. The scheme provides for capital subsidy of 25% for electronics
industry located in non-special economic zone (SEZ) area and 20% for those in SEZ areas. As
on September 30, 2018, 265 applications with proposed investment of Rs. 61,925 crore have
been received under M-SIPS, out of which 188 applications with proposed investment of Rs.
40,922 crore have been approved. So far, investment worth Rs. 8,335 crore has been made by
139 applicants. EMC scheme was also launched in 2012 to provide quality infrastructure within a
cluster. Under the scheme, 50% of the project cost for greenfield EMC and 75% for brownfield
EMC is given by the Ministry as grant.

Sign up to receive our newsletter in your inbox every day!
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Source : www.thehindu.com Date : 2018-10-11

DEADLY ROADS IN INDIA
Relevant for: Indian Economy | Topic: Infrastructure: Roads

The Road Accidents in India report of the Ministry of Road Transport and Highways for 2017
comes as a disappointment. By reiterating poorly performing policies and programmes, it has
failed to signal the quantum shift necessary to reduce death and disability on the roads. It
expresses concern at the large number of people who die every year and the thousands who
are crippled in accidents, but the remedies it highlights are weak, incremental and unlikely to
bring about a transformation. The lack of progress in reducing traffic injuries is glaring, given that
the Supreme Court is seized of the issue and has been issuing periodic directions in a public
interest petition with the assistance of the Justice K.S. Radhakrishnan Committee constituted by
the Centre. Little has been done to fulfil what the Road Transport Ministry promises: that the
Centre and the States will work to improve safety as a joint responsibility, although enforcement
of rules is a State issue. That nothing much has changed is reflected by the death of 1,47,913
people in accidents in 2017. To claim a 1.9% reduction over the previous year is statistically
insignificant, more so when the data on the rate of people who die per 100 accidents show no
decline. Even more shocking is the finding that green commuters — cyclists/pedestrians — now
face greater danger on India’s roads, with a rise in fatalities for these categories of users of 37%
and 29% over 2016, respectively.

Road safety data is a contested area in India. The figures of death and injury from accidents are
viewed as an underestimate by scholars; the Transportation Research and Injury Prevention
Programme at IIT Delhi, for instance, estimates that cumulatively, road traffic injuries recorded
by the police are underestimated by a factor of 20, and those that need hospitalisation by a
factor of four. If this is correct, the number of people who suffered injuries in 2017 far exceeds
the 4,70,975 reported by the Ministry. It is welcome that greater attention is being paid to the
design and safety standards of vehicles, but such professionalism should extend to public
infrastructure: the design of roads, their quality and maintenance, and the safety of public
transport, among others. The Centre has watered down the national bus body standards code in
spite of a commitment given to the Supreme Court, by requiring only self-certification by the
builders. Relaxing this long-delayed safety feature endangers thousands of passengers. There
is little chance of the NDA government, now in the last year of its tenure, making a paradigm
shift. Valuable time has been lost in creating institutions for road safety with a legal mandate,
starting with an effective national agency. The Road Safety Councils at the all-India and State
levels have simply not been able to change the dismal record, and the police forces lack the
training and motivation for professional enforcement. The urgent need is to fix accountability in
government.

Sign up to receive our newsletter in your inbox every day!

Please enter a valid email address.

As a regional party, the TRS sees the benefit in uncoupling Assembly and Lok Sabha elections
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Source : www.livemint.com Date : 2018-10-11

OPINION
Relevant for: Indian Economy | Topic: E-technology in the aid of farmers

Indian agriculture is currently in a precarious state with extended glut and farmer unrest across
the country. Farm income has gone down despite high foodgrain and horticulture production in
the last two years. This is worrisome. The government is scrambling for solutions. It has come
up with alternative schemes of procurement and compensation mechanism for crops, which are
distortionary and unsustainable in the long run, besides being a fiscal burden.

Inefficient crop monitoring, lack of policy preparedness and inadequate crop insurance have
been a source of predicament for the farmers and have long plagued India’s agriculture. An
important aspect of a long-term agriculture policy will be to counter these issues through
technological intervention, which is also a requisite for productivity enhancement.

The government of India has recently announced a new drone policy that permits use of
unmanned aerial vehicles (UAV) with a few rules and regulations in place. The regulations are
expected to come into place on 1 December, 2018. This is good news for the agriculture sector
because drone technology is a potent solution for crop monitoring and crop insurance that can
help the farm community, as well as in smoothening out fluctuations in the agri-commodity
space.

Use of drone technology in crop monitoring: Remotely piloted aircraft system (RPAS),
commonly known as drones, is the technology platform that can be put into use in various
industries, including agriculture. There are several applications of using drones in agriculture
monitoring, which include crop loss assessment in case of any localised event (pest attack, hail
storm damage, etc.), soil health scans, crop health monitoring, field and irrigation tracking,
estimation of yield and analysis of data for prompt action.

Equipped with sensors, drones flying over a field can collect plant height measurements by
gathering range information from the plant canopy and the ground below. Drones with infrared
sensors can create vegetation index images, indicating which plants are healthy and absorbing
maximum sunlight. Drones can also create satellite maps, which can help farmers make
decisions about fertilizers—a major concern of farmers, as fertilizers constitute a major portion of
input costs. GPS maps of fields can also help agricultural extension workers, researchers and
farmers to plan where to plant crops to maximize the use of land, soil and water.

The advantages are clear. The multitude of data generated on a real-time basis through smooth
scouting over farm fields can help in efficient resource utilisation and providing timely advisory to
farmers—issuing forewarning, or for providing guidance on crop management. Be it the pink
bollworm for cotton or the recent armyworm attack on maize, farm management practices in
India have been short of the mark and have resulted in losses for farmers. Highly mechanized
drones, which can sow seeds, apply fertilizers and spray pesticides, are also being
experimented with in the country.

Drone monitoring will also aid policy preparedness of the government to tackle anticipated
market distortions and could be a welcome escape from desperate fire-fighting measures.

One of the most important uses of drones in the Indian context, however, is their use for
settlement of compensation under crop insurance schemes.

The existing Pradhan Mantri Fasal Bima Yojana (PMFBY) unfortunately still relies on physical
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and time-consuming crop-cutting experiments (CCE) to estimate crop size and yield. This has
resulted in inefficient and delayed payouts. There has been a drop of 14% in the area covered
under PMFBY in 2017-18 from 2016-17. The existing deficiencies in the insurance scheme have
added to the woes of distressed farmers. Rather than resorting to ad hoc alternatives such as
loan waivers, the government needs to focus and channelize resources towards strengthening
crop insurance based on drone monitoring.

The full visual of a field through drones gives crop insights that aren’t always noticeable on foot
or with traditional land-based methods. Use of drones will shorten the timelines for payouts and
increase accuracy for crop insurance claims. Drone technology will also be instrumental in
detecting insurance frauds and ascertaining flood insurance risk. It is thus high time that the crop
insurance sector embraces drone technology.

Thus, by capturing large areas in a very less time, and facilitating mapping and analysis at low
costs, drones can help increase the efficiency of the agriculture industry, farm incomes and
revamp the crop insurance sector.

Notwithstanding the regulatory hurdles, the government should mandate the use of drones for
determining crop loss and yields for claim settlements under crop insurance schemes. This
needs to be implemented with minimum correction in premiums for the farmers. With farming in
the global world getting increasingly automated, the Indian government needs to invest and
incentivise investment in drone technology for agriculture. A drive for wide-scale awareness and
adoption of drone technology in agriculture needs to be undertaken. An information
dissemination network needs to be established to issue drone advisory to small farmers. Wide-
scale adoption will provide a platform for sustainable solutions for mitigating farm risk and farmer
distress.

Sanjay Kaul managing director and chief executive officer, National Collateral Management
Services Ltd.
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CABINET APPROVES CLOSURE OF NATIONAL JUTE
MANUFACTURES CORPORATION LTD. AND ITS
SUBSIDIARY BIRDS JUTE & EXPORTS LTD.

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

Cabinet

Cabinet approves closure of National Jute Manufactures
Corporation Ltd. and its subsidiary Birds Jute & Exports
Ltd.

Posted On: 10 OCT 2018 1:36PM by PIB Delhi

The Union Cabinet chaired by the Prime Minister Shri Narendra Modi has approved the closure
of National Jute Manufactures Corporation Ltd. (NJMC) and its subsidiary Birds Jute & Exports
Ltd. (BJEL).

 

Procedure for Closure:

 

Disposal of fixed assets as well as current assets will be in accordance with the guidelines
of DPE dated 14.06.2018 and the proceeds from the sale of assets, after meeting the
liabilities, will be deposited in Consolidated Fund of India.

i.

 

In accordance with the DPE guidelines dated 14.06.2018, a Land Management Agency
(LMA) will be engaged for disposal of assets. The LMA will be directed to carry out a
thorough verification of the assets before undertaking their disposal in accordance with the
DPE guidelines.

ii.

 

Ministry of Textiles does not propose to use any land or building of BJEL for its own
purposes or for any of its other CPSEs and the Land Management Agency will be informed
upfront accordingly.

iii.

 

Benefits:

The decision will benefit the Government exchequer in reducing recurring expenditure incurred
in operating both the sick CPSEs in running their activities. The proposal will help in closing loss
making companies and ensuring release of valuable assets for productive use, or for generating
financial resources for developmental progress.
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The available land with both the CPSEs will be put up for public use/other government use for
overall development of society.

 

Background:

NJMC has been incurring losses for several years and was under reference to BIFR since
1993. The company's primary product was hessian jute bags used for packaging of food
grain used by the various State Governments. Over the years, the demand for hessian bags
has eroded and to that extent, it has been found to be no longer commercially viable to run
the company;

i.

 

The Mills of NJMC which were proposed for revival, namely, Kinnison Mill at Titagarh,
Khardah Mill at Khardah and RBHM Mill at Katihar are under suspension since August,
2016 (the last mill to be closed was Kinnison Jute Mill on 31.8.2016), because of the failure
of the Job Contractor to execute the job efficiently and problems with the local labour. The
different models of outsourcing operations which were attempted have not been
successful. Looking at its past performance, market conditions and the competition from
plastics and the capacity of private jute mills, it was noted that NJMC would not be in a
position to recoup its negative net worth through operational profits. Also, NJMC has no
staff/workers on its rolls. Hence, the closure;

ii.

 

BJEL, the subsidiary of NJMC, was referred to BIFR, which had considered a Revival
Scheme. The Draft Revival Scheme could not be implemented because conversion of land
use was not agreed to by the West Bengal Government and the representative of the State
Government to the ASC was nominated after a three year delay. BJEL has no staff and as
the factory is not in operation; closure does not have any adverse implications.

iii.

*****

NW/AKT/SH
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Source : www.pib.nic.in Date : 2018-10-11

CABINET APPROVES CLOSURE OF BIECCO LAWRIE
LIMITED

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

Cabinet Committee on Economic Affairs (CCEA)

Cabinet approves closure of Biecco Lawrie Limited

Posted On: 10 OCT 2018 1:35PM by PIB Delhi

The Cabinet Committee on Economic Affairs chaired by the Prime Minister Shri Narendra Modi
has approved the proposal for closure of the Biecco Lawrie Limited (BLL) including giving
Voluntary Retirement Scheme (VRS)/ Voluntary Separation Scheme (VSS) to the employees of
the Company.

The idling assets of BLL will be subsequently put into productive use after meeting all the
liabilities in accordance with the extant guidelines of the Government.

Ministry of Petroleum and Natural Gas has taken various steps for revival of the Company from
time to time. However, the Company could not be revived and further, there appeared no
possibility of revival of the Company considering the competitive business environment as well
as huge capital requirement. Continued loss has made further operations of the company not
only unviable but also resulted in substantial distress to officials and staff due to uncertain future.

Background:

BLL is a Schedule ‘C’ Central Public Sector Enterprise (CPSE) with 67.33% and 32.33% equity
share held by Oil Industry Development Board (OIDB) and Government of India respectively.
The remaining 0.44% shares are held by others.

The Company, having its registered Office and Headquarters at Kolkata, West Bengal operates
in four business segments: Switchgear Manufacturing, Electrical Repair, Projects Division and
Lube blending & filling facility.

The Company has consistently been under financial stress and has had performance-related
issues. It has been making losses for the last several years. BLL’s accumulated losses had
become more than the equity and the net worth had become negative. The Net worth of the
Company stood   (-) 78.88 crore at the end of the FY 2017-18 and accumulated loss as on
31.03.2018 was   (-) 153.95 crore.

*****

NW/AKT/SH
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Source : www.livemint.com Date : 2018-10-12

OPINION
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

If India’s need for energy security (reduction in energy imports) seems at odds with its need for
clean energy (reduction in energy related air pollution), can indigenous coal provide some relief
to a large and complex problem? The answer is yes, if new technologies are adopted for
gasifying coal and usher in the methanol economy.

The lyrics of the Kaala re (coal bazaari) song from the 2012 film Gangs of Wasseypur 2 centres
around coal being dark and dirty. The song aptly describes the concerns about our coal. Indian
coal has gained this reputation due to its high ash content and there is a global campaign to
phase out coal completely.

India’s gross domestic product (GDP) is expected to have grown at 6.7% in 2017-18, which
could rise to 8% in the future depending on the effectiveness of economic reforms. As GDP
growth is positively correlated to energy requirement, we can expect strong energy demand in
the coming years. Given that India is rich in coal reserves, there could be a way in which we can
create clean energy security through coal to meet our growing demand.

India’s energy consumption is projected at 33,899 Terawatt hours (TWh) by 2047. The energy
consumption is expected to grow at a compounded annual growth rate (CAGR) of 4.87% from
the current 8,133 TWh. The worrying part is that energy consumption growth is weighted
towards fossil fuel (coal + crude oil) consumption, which is an environmental challenge.

The challenge is greater because of our excessive dependence on the import of crude oil (81%
of total crude oil consumption), and because Indian coal comprises mostly of inferior non-coking
coal (67% of total coal deposits) which causes more air pollution.

It may give an impression that India’s energy security needs are at odds with her Conference of
the Parties 21—Intended Nationally Determined Contributions (COP21-INDC) targets. However,
we can achieve clean energy security by adopting technological advancements in converting
coal to methanol, a liquid fuel. Methanol, which can be derived from coal, can be blended in
petrol. Dimethyl ether (DME), which can be further derived from methanol can be blended in
diesel, as well as in liquefied petroleum gas (LPG) for cooking.

Collectively, this coal conversion to methanol and its derivatives is referred to as “methanol
economy”, advocated by George A. Olah, and suggests a future economy in which methanol
and DME could potentially replace fossil fuels. China had embarked on a journey to convert coal
to methanol, using various types of gasifier technologies (not just Chinese, but American
technologies, including fixed-bed, fluidized bed and entrained flow gasifiers) for different types of
coal.

China produced 42.919 million metric tons of methanol (in 2016) as feedstock for manufacturing
various polymers. India could adopt this approach to meet her energy requirements. Niti Aayog
has laid out its vision to blend 15% methanol in petrol (M15) and 20% DME in diesel (DM20).
The Union minister for road transport and highways, Nitin Gadkari, announced this at the recent
coal summit. Thus, there is recognition that using Indian coal to produce methanol can generate
a huge positive impact on the Indian economy and environment. With the reduction of import
dependence of crude oil and utilization of our own resources, we will enhance our self-reliance
in the energy sector.
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Coal to methanol will also help reduce the air pollution that our cities battle with. According to the
World Health Organization’s Global Urban Ambient Air Database, nine out of the 20 most
polluted cities are in India for PM2.5. India’s current focus on upgrading to Bharat Stage-VI fuels
will require significant technology improvement in automobiles, without which there will hardly be
any impact on air quality. Another initiative—shifting to electric vehicles (EVs)—will take
significant time as it is not a mainstream technology either globally or in India.

Compared to these, implementing M15 and DM20 blends can enable the existing fleet of
automobiles to reduce emissions with minimal retrofit modifications, thereby making a much
bigger impact than any prospective technologies. Further, the conventional burning of coal in
thermal power plants releases particulate matter, whereas particulate matter emission is almost
eliminated in case of converting coal to liquid fuels.

Traditionally, coal has been burnt in thermal power plants to generate electricity. As electricity
cannot be stored economically, it must be sold instantaneously at the price prevailing in the
electricity market, leading to losses for distribution companies (discoms). However, liquid fuels
(methanol and DME) can be stored economically over a long time and command a higher value
in the commodities market.

With the rising focus on renewable energy, the average plant load factor across states and
private thermal power plants has gone below 60% and resulted in poor offtake of coal, thereby
jeopardizing the future of over 300,000 personnel working directly or indirectly in the coal sector.
Coal-to-methanol fuels could potentially turn around the dwindling fortunes of the coal industry
and save it from obsolescence.

Shalabh Srivastava is country director, RTI International-India.
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Source : www.pib.nic.in Date : 2018-10-12

PM ADDRESSES EVENT TO MARK LAUNCH OF THE
CENTRE FOR THE FOURTH INDUSTRIAL REVOLUTION

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

Prime Minister's Office

PM addresses event to mark launch of the Centre for the
Fourth Industrial Revolution

Posted On: 11 OCT 2018 5:28PM by PIB Delhi

The Prime Minister, Shri Narendra Modi, today attended, and delivered an address at
the event to mark the launch of the Centre for the Fourth Industrial Revolution.

He said the components of “Industry 4.0” actually have the ability to transform the
present and future of human life. He said the launch of this Centre, the fourth in the
world after San Francisco, Tokyo and Beijing, opens the door to immense possibilities
in the future.

He said emerging fields, including Artificial Intelligence, Machine Learning, Internet of
Things, Blockchain, and Big Data, can take India to new heights of development, and
improve the quality of life of its citizens. He said that for India, this is not just an
industrial transformation, but a social transformation. He said Industry 4.0 has the
strength to drive irreversible positive change in India. He added that it will help bring
the required speed and scale to work being done in India.   

The Prime Minister mentioned how the Digital India movement has brought data to
villages of India. He explained how tele-density, internet coverage, and mobile
internet subscriptions have increased in the recent past. He spoke of the rapid growth
in number of Common Service Centres in India. He said that India has the highest
mobile data consumption in the world, and is also the country where data is available
at the lowest price. In this context he spoke of India’s digital infrastructure, and its
interfaces including Aadhaar, UPI, e-NAM, and GeM. He said that a national strategy
for creating a robust infrastructure for research in Artificial Intelligence has been
prepared a few months ago. He said this new Centre will strengthen this process. He
said that Industry 4.0, and the expansion of Artificial Intelligence, would lead to better
healthcare, and reduce expenditure on health. He said it would also help farmers, and
be of immense help in the agriculture sector. He mentioned other areas such as
transportation and smart mobility, where it could play a key role. He said that as work
progresses in India, in these areas, one of the targets is “Solve for India, Solve for the
World.

The Prime Minister expressed confidence that India would be able to take advantage
of the fourth Industrial Revolution. He added that India would also make an immense
contribution to it. He said that Government initiatives including Skill India Mission,
Start Up India, and Atal Innovation Mission are preparing our youth for new and
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emerging technologies.

*****
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Source : www.pib.nic.in Date : 2018-10-13

THE DEPARTMENT OF ANIMAL HUSBANDRY,
DAIRYING AND FISHERIES OBSERVES “WORLD EGG
DAY”

Relevant for: Indian Economy | Topic: Economics of Animal-Rearing incl. White, Blue & Pink Revolutions

Ministry of Agriculture & Farmers Welfare

The Department of Animal Husbandry, Dairying and
Fisheries observes “World Egg Day”

Minister of State Shri Parshottam Rupala highlights the
importance of eggs in human nutrition and increasing
poultry farmers’ income

Posted On: 12 OCT 2018 6:32PM by PIB Delhi

The Department of Animal Husbandry, Dairying and Fisheries, Government of India organized
“World Egg Day” today. The Minister of State of Agriculture & Farmers’ Welfare Smt. Krishna
Raj was the Chief Guest at the event and Minister of State of Agriculture & Farmers’ Welfare
Shri Parshottam Rupala was the Chairman for the event. Farmers, members of poultry
associations, research scholars, administrators and around 700 participants including poultry
farmers attended the event. In the technical session, eminent speakers were invited to speak on
various topics relating to importance of eggs in human nutrition which were followed by
discussions & deliberations.

Shri Tarun Shridhar Secretary, Department of Animal Husbandry, Dairying and Fisheries,
addressing the gathering   highlighted the importance of eggs in human nutrition and increasing
poultry farmers’ income. Minister of State of Agriculture & Farmers’ Welfare Shri Parshottam
Rupala released a booklet on poultry entrepreneurs’ success stories. Sanction orders were
distributed to 5 entrepreneur beneficiaries under the Poultry Venture Capital Fund -
Entrepreneurship Development and Employment Generation component of National Livestock
Mission.

International Egg Commission has declared the second Friday of October every year as World
Egg Day. This is celebrated in countries all around the world, and is a unique opportunity to help
raise awareness of the nutritional benefits of eggs.

India is the third highest producer of eggs in the world, but the per capita availability is around 69
eggs per person per year. Egg is a wholesome, nutritious food with high nutrient density. It is a
high value protein and provides a wide variety of other nutrients like vitamins, essential amino
acids and minerals etc. crucial for growth and good health.

*****

APS/RCS
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NEW INDUSTRIAL POLICY TO TRANSFORM INDIA INTO
GLOBAL LEADER IN FOURTH INDUSTRIAL
REVOLUTION TECHNOLOGIES: SURESH PRABHU

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

Ministry of Commerce & Industry

New Industrial Policy to Transform India into Global Leader
in Fourth Industrial Revolution Technologies: Suresh
Prabhu

Posted On: 12 OCT 2018 11:28AM by PIB Delhi

Commerce & Industry Minister speaking about the challenges and opportunities of the 4th Industrial
Revelation for India

The New Industrial Policy framed by the Ministry of Commerce in consultation with all Ministries
of Government of India, State Governments, Industry and all stakeholders embodies the
Government’s intention to align India with the emerging technologies of drones, artificial
intelligence and block chain. This was stated by the Union Minister of Commerce & Industry and
Civil Aviation, Suresh Prabhu, at the launch of the Centre for the Fourth Industrial Revolution,
India, by the Geneva-based World Economic Forum (WEF) yesterday in New Delhi.

The Minister further said that the policy is in sync with the challenges and opportunities for India
with the fourth industrial revolution technologies and will place the country firmly in the global
supply and value chains.

Suresh Prabhu went on to state that the fourth Industrial revolution is driven by digital
technology and India is on track to adopt digital technology in every aspect of governance. This
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will help the country to leap frog into the global supply chain. Minister gave the example of the
recently launched Digi yatra by the Ministry of Civil Aviation as an example of India’s vision to
transform the country into a digitally empowered society.

The WEF is setting up a Centre for the Fourth Industrial Revolution in Maharashtra. The other
centres are in San Francisco, USA, Japan and China. Artificial intelligence, block chain and
drones are the first three projects of the centre in India. WEF will work in collaboration with the
NITI Aayog, business leaders, academia and start-ups in these projects.

***

MM/SB
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Source : www.economictimes.indiatimes.com Date : 2018-10-14

WITH A VIEW TO CURB BLACK MONEY, INDIA SIGNS
PACT WITH LIECHTENSTEIN FOR ACCOUNT
INFORMATION SWAP

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Taxation & Black Money

After Switzerland, Liechtenstein has also signed an agreement with India for Automatic
Exchange of Financial Account Information, official sources here said. The agreement was
signed in Vaduz on October 11.

India sees Liechtenstein as an important partner in fighting overseas black money and is hoping
the agreement will help it to access information related to Indian account holders in
Liechtenstein.

The two countries are currently celebrating 25th anniversary of establishment of diplomatic
relations between them. Prince Alois of Liechtenstein is currently touring India and called on
President Ram Nath Kovind on Friday.

The Liechtenstein Financial Intelligence Unit (FIU) had the opportunity to support India in
establishing an FIU of its own and to second its admission into the Egmont Group in 2007,
according to ministry of external affairs. On March 28, 2013, India and Liechtenstein signed the
Tax Information Exchange Agreement (TIEA) in Berne. After ratification by both sides, the
agreement entered into force on January 20, 2014.

"India is probing cases of alleged black money stashed by Indians in LGT Bank. The LGT list
containing 26 names was received by India in 2008 from Germany. The government has made
public names of 18 trusts/individuals against whom proceedings have been initiated," MEA had
then said.

India is keen on strengthening its economic relations with Liechtenstein, Kovind said Friday
during his meeting with Prince Alois. Welcoming him, Kovind said this was a very special visit as
the two countries were celebrating the 25th anniversary of the establishment of diplomatic
relations. The president invited Liechtensteinian companies to take advantage of the Indian
growth story, according to a statement issued by the Rashtrapati Bhavan

(This article was originally published in The Times of India)

After Switzerland, Liechtenstein has also signed an agreement with India for Automatic
Exchange of Financial Account Information, official sources here said. The agreement was
signed in Vaduz on October 11.

India sees Liechtenstein as an important partner in fighting overseas black money and is hoping
the agreement will help it to access information related to Indian account holders in
Liechtenstein.

The two countries are currently celebrating 25th anniversary of establishment of diplomatic
relations between them. Prince Alois of Liechtenstein is currently touring India and called on
President Ram Nath Kovind on Friday.
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The Liechtenstein Financial Intelligence Unit (FIU) had the opportunity to support India in
establishing an FIU of its own and to second its admission into the Egmont Group in 2007,
according to ministry of external affairs. On March 28, 2013, India and Liechtenstein signed the
Tax Information Exchange Agreement (TIEA) in Berne. After ratification by both sides, the
agreement entered into force on January 20, 2014.

"India is probing cases of alleged black money stashed by Indians in LGT Bank. The LGT list
containing 26 names was received by India in 2008 from Germany. The government has made
public names of 18 trusts/individuals against whom proceedings have been initiated," MEA had
then said.

India is keen on strengthening its economic relations with Liechtenstein, Kovind said Friday
during his meeting with Prince Alois. Welcoming him, Kovind said this was a very special visit as
the two countries were celebrating the 25th anniversary of the establishment of diplomatic
relations. The president invited Liechtensteinian companies to take advantage of the Indian
growth story, according to a statement issued by the Rashtrapati Bhavan
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Source : www.livemint.com Date : 2018-10-15

OPINION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

The draft Payment and Settlement System Bill, 2018, seeks to foster competition, consumer
protection, systemic stability and resilience in payments sector by providing a level playing field
to non-bank players like fintech companies. It proposes an independent payments regulatory
board for this. The assumption appears to be that banks, even if they use cutting edge
technology, cannot meet escalating demand and the Reserve Bank of India (RBI) is not flexible
enough. Is it possible that in the name of such regulatory reforms, public interest will be
compromised?

Payments services affect all citizens and have far-reaching implications for the economy.
Currency and bank deposits are the backbone of money and payments. Currency issue is a
government monopoly. It is initially issued through banks, and unlike digital payments, there are
no implicit or explicit costs for payments in cash. Cash has a public good character, but digital
payments are more convenient, saving printing and handling costs. Like cash, they also need to
be easy to use, safe and secure.

With digitization of payments and use of point of sale systems for debit and credit cards, banks
have compelled customers to incur additional costs for such payments. They state that there are
significant costs to produce these services, which make customers’ lives easier. However, when
asked to reveal costing figures to compare such costs with the costs for servicing customers at
their branches for cash dispensation, they are not transparent, because such additional charges
cannot be justified. Account holders implicitly sacrifice 3% (difference between risk free rate and
savings accounts rate) for enjoying such services, which is substantial income for banks. But
non-banks can pose a threat by popularizing the unified payments interface (UPI) for money
transfer.

International brands have succeeded in imposing costly models, including influential indirect
cartels. The merchant discount rate (MDR), levied on merchants mainly by the issuers and
acquirers of cards (banks and their agents), is as high as 2.5% for credit cards, which affects
consumers most. Irrespective of whether a customer uses a card, merchants mark up prices by
around 2% to recover this cost, which is huge for the economy. MDR on credit cards can be
reduced to the debit card level, which is 0.9%, through facilities such as overdraft taking care of
the additional costs for float a user enjoys. Then, cards may gain popularity even with kirana
shops.

RBI is well-known for its steps to promote digital payments. Initially, the RTGS fee per
transaction for high values could exceed 1,000. This was capped. Until 2007, the ATM charge
per transaction could go up to 35. The interchange fee was reduced and unified, freeing
customers. These steps had salutary effects.

The National Payments Corporation of India (NPCI) was conceived by RBI as umbrella
organization for innovative retail payments services. It introduced immediate payment service,
UPI, RuPay and Bharat Bill Payment for frictionless, interoperable payments. The very character
of NPCI, with it ploughing back internally generated surplus, checks monopoly profits. It provides
benefits of economies of scale, reducing transaction fees and works as extended arm of the
government and RBI for spurring growth of digital payments. This benefits banks, merchants
and customers.

Given this, it’s just as well lawmakers were assured of public sector ownership and profit
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restrictions while passing the Payment and Settlement Systems Act, 2007. With this history in
mind, the inter-ministerial committee on payment systems should have endorsed the department
of financial services’ proposal on NPCI ownership, maintaining its well established institutional
character.

The RBI allowed non-banks to operate white label ATMs, payments banks and prepaid
instruments. These non-banks also find the prospect of providing interfaces for e-commerce
attractive; this earns money through aggregation, float and commissions. However, established
players are now under threat given thin margins and innovative products changing business
dynamics. Free market arguments for a separate regulator are a ploy for them to maintain brand
value and market position.

How many countries have reduced bank dominance in payments space by bringing in non-
banks? Banks are springboards for payments. This gives them natural advantages that fintech
companies can’t match. Let’s not forget, after all, that the then Planning Commission did not
favour telcos providing payments services like Kenya’s M-pesa because the contexts and
governance principles of the sectors are different. Prudential regulations cannot be relaxed for
non-banks. Hence, another independent regulator in place of RBI could be dilatory, setting up
conflict and various stumbling blocks.

While the objectives set out in the report are laudable, the committee’s prescriptions are
contestable. There is a fair chance that regulatory coordination will be quite messy. There must
be transparency about how the proposed independent board, imposing additional regulatory and
cost burdens on existing systems, will be an improvement over the RBI when it comes to
spurring the spread of digital payments while simultaneously doing better on consumer interest,
monetary policy concerns and strategic sovereign interest.

R. B. Barman is advisor to the National Payments Corporation of India and former executive
director, RBI.
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Source : www.livemint.com Date : 2018-10-15

OPINION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

Fintech means a great many things to a great many people. In such a broad, fast-moving space,
risk and uncertainty are par for the course. Late last week, the International Monetary Fund and
World Bank attempted to create a framework within which the tradeoffs between risk and
potential should be made. The Bali Fintech Agenda lays the bromides on thick. Embrace the
promise of fintech and use fintech to enhance financial inclusion? Well, yes. But among its 12
points are a few that speak directly to some of the challenges India is facing in fintech adoption.

Promoting fintech in India is preaching to the choir. In 2005, then Reserve Bank of India (RBI)
governor Y.V. Reddy used the term ‘financial inclusion’ for the first time in the central bank’s
annual policy statement. In the decade and change since, it has become one of the leitmotifs of
governance. Government efforts at the Centre and in the states have leveraged fintech to push
for this inclusion, aided by the concurrent growth in internet and smartphone penetration. The
Narendra Modi government’s demonetisation misstep and ‘cashless economy’ rhetoric provided
a boost as well, even if a temporary one. Little wonder the sector is hopping. According to EY’s
Fintech Adoption Index 2017, India has the second highest fintech adoption rate in the world.

The skewed nature of that adoption, however, is the first challenge. Inclusion doesn’t mean only
the unbanked poor. The Agenda underlines fintech’s potential for spurring businesses as well.
But that is complicated in an economy like India’s which is dominated by micro, small and
medium enterprises (MSMEs). Going digital for payments can be complicated. This is especially
so when modes of digital payment have proliferated in the past few years. Payment gateways
are one solution, providing a one-stop shop for businesses. However, integrating with them
doesn’t come cheap. The cost can be prohibitive for MSMEs.

Smaller, more nimble fintech companies targeting MSMEs have taken a shot at solving this
problem. But as Arundhati Ramanathan has pointed out at The Ken, this isn’t easy. Margins per
transaction are low; what matters is scale. This is why larger payment gateways target a handful
of large retailers: of the $12-14 billion spent on online purchases annually in India, MSMEs
account for only about 5%. This makes it that much harder for fintech companies catering to the
latter to come up with sustainable business models. Fintech is supposed to enable small
companies and has done so in mature economies. But the danger in India is that the same de
facto business caste system that has separated large companies from their MSME counterparts
in the offline economy might now carry over into the digital economy.

Regulatory uncertainty in the fintech sector isn’t making things any easier. This is the other
major challenge. The agenda stresses the need “to support the formulation of policies that foster
the benefits of fintech and mitigate potential risks”. This would require “the modification and
adaptation of regulatory frameworks to contain risks of arbitrage, while recognizing that
regulation should remain proportionate to the risks.”

The problem starts at the top: Whose framework is it anyway? RBI can stake a fair claim. But
where exactly does the National Payments Corp. of India, a strange beast of many parts, fit in?
The draft Payments and Settlements Systems Bill, setting up an independent payments
regulator, muddies the waters further as R.D. Barman has pointed out today in these pages. The
Unique Identification Authority of India (UIDAI) is in the mix too via Aadhaar’s use for e-KYC by
fintechs, among others—or was until the Supreme Court’s judgement left no scope for private
companies using Aadhaar. But Union finance minister Arun Jaitley has been making noises
since about passing new legislation that would allow private companies back in. Then there’s the
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Srikrishna Committee—and the Telecom Regulatory Authority of India (Trai) gatecrashing.

Unsurprisingly, there is plenty of policy uncertainty. Consider the current angst by companies in
the payments space over RBI’s data localization norms. Those norms were put out well before
the Srikrishna Committee’s report on data privacy. Should the issue have been in the latter’s
bailiwick? Trai’s releasing its own guidelines days before the Committee didn’t help.

Such policy confusion is understandable in an emerging sector--to a point. Getting the
policymaking architecture right is important. As the Agenda says, “Reaping these benefits
requires… strengthening of institutional capacity, expanding outreach to stakeholders, and
adopting a cross-agency approach involving relevant ministries and agencies.”

How can India increase the adoption of fintech? Tell us at views@livemint.com
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Source : www.pib.nic.in Date : 2018-10-16

SHRI RK SINGH LAUNCHES AWARD SCHEME UNDER
'SAUBHAGYA'

Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

Ministry of Power

Shri RK Singh launches award scheme under 'Saubhagya'

More than 1.65 Crore households connected since the
launch ofSaubhagya

Posted On: 15 OCT 2018 5:16PM by PIB Delhi

Shri RK Singh, Minister of State (IC) for Power and New & Renewable Energy announced an
award scheme under Saubhagya here today to felicitate the DISCOMs / Power Department of
the States and their employees for achieving 100 per cent household electrification in their area
of operations. Awards would be provided for achieving 100 per cent household electrification at
DISCOM/Power Department level of the States. Eight States which have already achieved more
than 99 per cent household electrification prior to launch of Saubhagya (Andhra Pradesh,
Gujarat, Goa, Haryana, Himachal Pradesh, Kerala, Punjab and Tamil Nadu), are ineligible for
participation under the award scheme. All the remaining States and their Discoms are eligible for
the award.

Award will be given in three categories, (i) DISCOMs / Power Departments of Special Category
States (which includes seven North Eastern States, Sikkim, J&K and Uttarakhand); (ii)
DISCOMs / Power Departments of other than Special Category States (which includes Bihar,
Chhattisgarh, Jharkhand, Karnataka, Madhya Pradesh, Maharashtra, Odisha, Rajasthan,
Telengana, Uttar Pradesh and West Bengal)having more than 5 Lakh un-electrified households
and (iii) DISCOMs / Power Departments of other than Special Category States having less than
5 Lakh un-electrified households.

There will be two quantum of award in each of the three categories. Under first quantum of
award, the 1stDISCOM / Power Department to achieve 100per cent household electrification
by30th November 2018 would be provided cash award of Rs. 50 Lakh. The Principal Secretary
(Energy/Power) of the State will devise the mechanism to distribute this cash prize amongst
employees of the concerned DISCOM / Power Department. From this amount, Rs. 20 Lakh will
be given to the division of DISCOM/Power Department with highest number of households
electrified. Certificate of appreciation would also be given to five officials of concerned
DISCOM/Power Department of any level from managing Director to Lineman to be nominated by
the Principal Secretary (Energy / Power) of the States. The second quantum of awardincludes
cash award of Rs. 100 Crore as grant to the concerned DISCOM/Power Department to be spent
in distribution infrastructure development in their area of operation. The Principal Secretary
(Energy/Power) of the State will decide work to be executed from this amount.

Other DISCOM/Power Department of the States to achieve 100% household electrification by
31st December 2018 would also be provided certificate of appreciation for five officials of any
level from managing Director to Lineman to be nominated by the Principal Secretary (Energy /
Power) of the States.
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Government of India launched ‘PradhanMantriSahajBijliHarGharYojana’ (Saubhagya) in Sept.
2017 to achieve the goal of universal household electrification in the country by 31st March
2019. The scheme envisages to provide last mile connectivity and electricity connections to all
remaining households in rural as well as urban areas. With the support of State Power
Departments and DISCOMs more than 1.65 Crore households have already been connected
since the launch of scheme. All the States have shown confidence in achievement of the target
much before the targeted timelines.
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Source : www.hindustantimes.com Date : 2018-10-16

INDIA’S DEVELOPMENT RECORD IS POOR. IT’S BEST
TO ACCEPT IT AND MAKE AMENDS

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Demographic Economics &
various Indexes

Last week, three separate global reports related to development were released: the World
Bank’s Human Capital Index; the Welthungerhilfe and Concern Worldwide’s 2018 Global Hunger
Index; and Oxfam International’s 2018 Commitment to Reducing Inequality Index. India performs
poorly in all three reports. On the Human Capital Index, which seeks to measure the amount of
human capital that a child born today can expect to attain by the age of 18, India is ranked at
115 out of 157 countries. On the hunger index, India is at 103 out of 119 countries, with hunger
levels in the country categorised as “serious”. On the inequality index, India continues to do
poorly, ranking 147 out of 157 countries in its commitment to reducing inequality. Earlier in
September, the United Nations Development Programme’s Human Development Index placed
India at 130 out of 189 countries.

While these reports have their own parameters and methodologies for judging the performances
of nation-states, the consistent aspect is India’s low rank in all of them. There could be multiple
reasons for such a report card: poor State capacity, inadequate funding, inefficient governance,
wrong policies, poor implementation and corruption. But none of these issues can be
improved/solved, unless we accept that there is a problem. And that’s where the reluctance of
the government seems surprising. Last week, the Indian government rejected the World Bank’s
Human Capital Index report, saying the score for India does not reflect the key initiatives that are
being taken for developing human capital in the country. Instead of denial, a much bolder step
would be to increase investments and strengthen delivery in key areas such as health and
education, which have inter-generational impacts, and can also go a long way in removing
widespread inequality.

.

First Published: Oct 15, 2018 13:44 IST
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Source : www.thehindu.com Date : 2018-10-17

UPI TO FACILITATE INTEROPERABILITY AMONG
PREPAID PAYMENT INSTRUMENTS

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

The Reserve Bank of India has released the guidelines for interoperability between prepaid
payment instruments (PPIs) such as wallets and cards that will effectively allow users of popular
payment wallets such as Paytm, Freecharge, Mobikwik, PhonePe and PayZapp, among others,
to transfer money from one wallet to another.

In a circular issued on Tuesday, the banking regulator said that wallets could implement
interoperability through the Unified Payment Interface (UPI). Further, the RBI also allowed PPIs
to issue cards using authorised card networks such as Mastercard, Visa or Rupay.

“Where PPIs are issued in the form of wallets, interoperability across PPIs shall be enabled
through UPI... Where PPIs are issued in the form of cards, the cards shall be affiliated to the
authorised card networks,” RBI said in the circular.

“PPI issuers shall adhere to all the requirements of card networks/UPI, including membership
type and criteria, merchant on-boarding, adherence to various standards, rules and regulations
applicable to the specific payment system such as technical requirements, certifications and
audit requirements, governance, etc,” it added.

Experts welcome move

Industry experts said the guidelines, while boosting the e-wallet segment, would also ensure the
safety and accuracy of the transfer of money by individuals from one wallet to another.

“The interoperability amongst PPIs is surely going to significantly boost the e-wallet industry,”
said Khushroo Panthaky, Director, Grant Thornton Advisory.

“The RBI guidelines would definitely ensure that not only the customer’s money remains safe but
when the transition happens from one e-wallet app to another, it reflects utmost speed and
accuracy for the interoperability to be effective and efficient,” he added.

Navin Surya, Chairman Emeritus, Payments Council of India, said that it was a progressive
move for non-bank players and would lay the foundation to reach the under-banked and
unbanked segment with a powerful payment product.

Sign up to receive our newsletter in your inbox every day!

Please enter a valid email address.

Our existing notification subscribers need to choose this option to keep getting the alerts.
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Source : www.thehindu.com Date : 2018-10-17

SLIPPERY SLOPE: ON INDIA’S ENERGY NEEDS
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

India’s economic fortunes continue to be tied to the sharply fluctuating price of oil. At a gathering
of prominent oil ministers in New Delhi on Monday, Prime Minister Narendra Modi urged oil-
producing countries to reduce the cost of energy in order to aid the global economy in its path
towards recovery. Mr. Modi also called for a review of payment terms, demanding the partial use
of the rupee instead of the U.S. dollar to pay for oil, in order to ease the burden on oil-importing
countries in the wake of the strengthening of the dollar. With well over 80% of its oil demand
being met through imports, India clearly has a lot at stake as oil prices have risen by as much as
70% in rupee terms in the last one year. Notably, speaking at the same event, Saudi Arabian
Energy Minister Khalid A. Al-Falih refused to openly commit to lower oil prices, opting instead to
say that the price of oil could have been much higher but for the efforts taken by his country to
boost supply. This is not surprising given the absence of significant rival suppliers in the global
oil market willing to help out India.

India’s policymakers now face the difficult task of safely steering the economy in the midst of
multiple external headwinds. For one, the current account deficit widened to 2.4% of gross
domestic product in the first quarter of 2018-19 and is expected to reach 3% for the full year.
The rupee, which is down about 16% since the beginning of the year, doesn’t seem to be
showing any signs of recovery either. Further, the growth in the sales of petrol and diesel has
already been affected adversely as their prices have shot through the roof. All this will likely
weigh negatively on the prospects of the Indian economy, the world’s fastest-growing, in the
coming quarters. In this scenario, the decision to marginally cut taxes imposed on domestic fuels
is unlikely to be of any significant help to consumers. What is required is a steep cut in Central
and State taxes for the benefit to carry through to the consumers, which, of course, is unlikely
given the government’s fiscal needs. Another long-term solution to the oil problem will be to
increasingly tap into domestic sources of energy supply while simultaneously encouraging
consumers to switch to green alternatives. This will require a stronger policy framework and
implementation. In the short term, the government could look to diversifying its international
supplier base to manage shocks better. But such a choice carries geopolitical risks, such as in
the case of Iran. Since it will take a length of time to wean the economy off oil imports,
policymakers should also be willing to think beyond just the next election if India’s over-reliance
on oil is to come to an end for good.
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OPINION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

With the value of Bitcoin having fallen by around 70% since its peak late last year, the mother of
all bubbles has now gone bust. More generally, cryptocurrencies have entered a not-so-cryptic
apocalypse. The value of leading coins such as Ether, EOS, Litecoin, and XRP have all fallen by
over 80%, thousands of other digital currencies have plummeted by 90-99%, and the rest have
been exposed as outright frauds. No one should be surprised by this. Four out of five initial coin
offerings (ICOs) were scams to begin with.

Faced with the public spectacle of a market bloodbath, boosters have fled to the last refuge of
the crypto scoundrel: a defense of “blockchain”, the distributed-ledger software underpinning all
cryptocurrencies. Blockchain has been heralded as a potential panacea for everything from
poverty and famine to cancer. In fact, it is the most overhyped—and least useful—technology in
human history. In practice, blockchain is nothing more than a glorified spreadsheet. But it has
also become the byword for a libertarian ideology that treats all governments, central banks,
traditional financial institutions, and real-world currencies as evil concentrations of power that
must be destroyed. The ideal world of blockchain fundamentalists is one in which all economic
activity and human interactions are subject to anarchist or libertarian decentralization. They
would like the entirety of social and political life to end up on public ledgers that are supposedly
“permissionless” (accessible to everyone) and “trustless” (not reliant on a credible intermediary
such as a bank).

Yet, far from ushering in utopia, blockchain has given rise to a familiar form of economic hell. A
few self-serving white men (there are hardly any women or minorities in the blockchain universe)
pretending to be messiahs for the world’s impoverished, marginalized, and unbanked masses
claim to have created billions of dollars of wealth out of nothing. But one need only consider the
massive centralization of power among cryptocurrency “miners”, exchanges, developers, and
wealth holders to see that blockchain is not about decentralization and democracy; it is about
greed.

For example, a small group of companies—mostly located in such bastions of democracy as
Russia, Georgia, and China—control between two-thirds and three-quarters of all crypto-mining
activity, and all routinely jack up transaction costs to increase their fat profit margins. Apparently,
blockchain fanatics would have us put our faith in an anonymous cartel subject to no rule of law,
rather than trust central banks and regulated financial intermediaries.

A similar pattern has emerged in cryptocurrency trading. Fully 99% of all transactions occur on
centralized exchanges that are hacked on a regular basis. Unlike with real money, once your
crypto wealth is hacked, it is gone forever.

Moreover, the centralization of crypto development—for example, fundamentalists have named
Ethereum creator Vitalik Buterin a “benevolent dictator for life”—already has given lie to the
claim that “code is law”, as if the software underpinning blockchain applications is immutable.
The truth is that the developers have absolute power to act as judge and jury. When something
goes wrong in one of their buggy “smart” pseudo-contracts and massive hacking occurs, they
simply change the code and “fork” a failing coin into another one by arbitrary fiat, revealing the
entire “trustless” enterprise to have been untrustworthy from the start.

As should be clear, the claim of “decentralization” is a myth propagated by the pseudo-
billionaires who control this pseudo-industry. Now that the retail investors who were suckered
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into the crypto market have all lost their shirts, the snake-oil salesmen who remain are sitting on
piles of fake wealth that will immediately disappear if they try to liquidate their “assets”.

As for blockchain itself, there is no institution under the sun—bank, corporation, non-
governmental organization, or government agency—that would put its balance sheet or register
of transactions, trades, and interactions with clients and suppliers on public decentralized peer-
to-peer permission less ledgers. There is no reason why such proprietary and highly valuable
information should be recorded publicly.

Moreover, in cases where distributed-ledger technologies—so-called enterprise DLT—are
actually being used, they have nothing to do with blockchain. They are private, centralized, and
recorded on just a few controlled ledgers. They require permission for access, which is granted
to qualified individuals. Perhaps most important, they are based on trusted authorities that have
established their credibility over time. All of which is to say, these are “blockchains” in name
only.

It is telling that all “decentralized” blockchains end up being centralized, permissioned databases
when they are actually put into use. As such, blockchain has not even improved upon the
standard electronic spreadsheet, which was invented in 1979.

No serious institution would ever allow its transactions to be verified by an anonymous cartel
operating from the shadows of the world’s authoritarian kleptocracies. So it is no surprise that
whenever “blockchain” has been piloted in a traditional setting, it has either been thrown in the
trash bin or turned into a private permissioned database that is nothing more than an Excel
spreadsheet or a database with a misleading name. ©2018/project syndicate

Nouriel Roubini is CEO of Roubini Macro Associates and professor of economics at the Stern
School of Business.
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OPINION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Demographic Economics &

various Indexes

The announcement for the 2018 Nobel Prize in Economics to William Nordhaus and Paul Romer
calls for a moment of celebration for the field of development economics.

What does Romer say on technology and growth? To put it in simple terms, endogenous growth
theory, unlike previous growth models, assumes ‘technology’ as an endogenous or internal
factor adding value to the growth capacity of a given nation through greater investments, made
by profit-maximizing agents in the economy. As Romer argues in his Nobel-winning paper, “The
distinguishing feature of the technology as an input is that it is neither a conventional good or a
public good; it is a non-rival, partially excludable good.”

The “non-rival” feature allows “technology” to act as a unique value-addition factor in growth
diagnosis. It is in the interest of profit-maximizing agents (firms, households, and government) to
constantly invest in technology and seek “non-excludable” gains from tech-based advancements
over time (say, making investments in geo-spatial technologies like GIS and Google Maps will
distribute gains to everyone across sectors in a non-excludable manner while drastically
increasing production capacities).

More importantly, critical insights drawn from Romer’s paper spell out a greater need for linking
human capital development capacities (via complementary investments in education, health and
skilling of workers across social groups) in proportion with the rate of technological investments
required for ensuring consistently high levels of developmental growth.

The lessons for the Indian scenario are significant. The World Bank recently released its report
on the Global Human Capital Index rankings, where India currently ranks 115th out of 157
nations (China being 46th, Indonesia 87th, Malaysia 55th). According to the index scores from
the report, a child born in India is likely to be only 44% productive when (s)he grows up, if (s)he
receives education and adequate healthcare.

India, in relation to other developing economies, does poorly in its ability to expand overall
productivity with a rise in GDP per capita. The disproportional relationship between the two axes
remains connected with India’s dismal performance in aspects such as infant mortality (with 96%
children born today having the probability to survive till they are 5).

Further, it is troubling to see the disconnect between our rate of technological growth and our
inability to distribute the gains from it by adequately focusing on skilling (via knowledge,
education) and health, critical for greater resilience and sustained productivity. Romer’s work
and his insights become crucial here to map investments in expanding technological growth and
its adoption by the social fabric of the society through proportional investments in areas of
human capital development. In fact, if we study it closely, the scenario for technological growth
in India over the last three decades reflects a mixed effect on its growth scenario.

India’s overall investments to promote tech-based advancements across sectors have picked up
gradually only since the mid-1990s. Information and communication and information technology
(ICT), manufacturing industry, transportation, defence, and space technologies are some of the
important sectors which have attempted to incorporate modern technologies in enhancing
sector-wise growth capacities. Most of such benefits (and investments) in the tech-based
advancements are accrued by a few elitist sections of the society, occupationally involved in
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these sectors.

At a corporate level, too, only selected firms with visible monopolistic advantages (because of
high capital bases) seem to have benefitted more from global advancements in certain kinds of
technologies (say in mechanization of food-processing, automation of automobile manufacturing
etc.). This has led to a widening of the asymmetric distribution of tech-accrued benefits (seen in
the distributional inequities of wages and employment patterns). This has further raised
concerns for the negligible trickle-down effect of knowledge bases from technology
developments. Such diverging trends must push Indian policy-makers to prioritize the expansion
of technological growth that supports the human capital development process for long-term
welfare.

In addition to the Global Human Capital Index, another useful indicator for monitoring India’s
performance is the Global Innovation Index (GII). The GII reflects the technological state of
growth for around 180 economies, computing the progress made in technological advancements
at a national level, ranging from intellectual property filing rates to mobile application creation,
education spending, and scientific and technical publications. India currently ranks 57th (out of
180) in GII’s latest ranking released in 2018 (China was 17th, Israel was 11th, UAE was 38th).

Taking heed from Romer’s work and the lessons for the Indian scenario, it is vital to
acknowledge that most technology-based innovations in any stage of development require two
things to be ensured in continuum by a nation’s economic policy environment: growth of
innovators and finance.

Real-time data and increased frequency of credible measurement of investments made in
education, health and areas of technological adoption require proper monitoring and evaluation.
This calls for a more robust state capacity and bureaucracy to implement state-sponsored
programmes and to assist the private sector to further crowd in more social investments for
sustained (inclusive) growth.

Unless the state and other regulatory agencies are able to nurture an environment for ensuring
the right balance of incentive structures for both, innovators and financiers, the interests of
innovators will perpetually outbalance the needs of the society, creating poor productive
capacities for the economy to grow.

Deepanshu Mohan is assistant professor of economics, at O.P. Jindal Global University.
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INDIA NEEDS AN INDUSTRIAL POLICY
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

For India to solve its employment challenge, it needs a big push in manufacturing. This is why
the fate of the Make in India initiative is crucial. A study by the ministry of commerce shows that
some of the success stories of Make in India could be more optics than concrete gains. Here’s
one such example. India’s import of mobile phones from China came down from $6.3 billion to
$3.3 billion between 2014 and 2017. This is in keeping with the recent rise in number of mobile
phone factories in the country. But the import of telecom parts from China increased from $1.3
billion to $9.4 billion during this period.

These statistics capture the harsh reality of manufacturing in the world of globalised supply
chains. Large manufacturers strategically spread their production across the globe to maximise
their profits at each stage of production. These decisions could be driven by better availability of
cheap and skilled work force in a given sector, spill-over of technological knowledge from similar
industries working in that country or significant promises of benefits by the host government.
While some of these issues are structural in nature and can only be improved in the medium to
long term, it is important to understand that a manufacturing take-off and challenges such as
improving skill sets and technological knowledge in an economy are a bit like the chicken and
egg problem. A big mobile company might not be willing to bring all its manufacturing activity in
a country due to lack of skilled workforce. Workers in that country will not become experts in
making state of the art mobile phones by spending a few years at a polytechnic.

Politics too plays a role. Ideas such as calling for boycott of Chinese goods to reduce trade
deficit are, to put it politely, completely wrong. The report says that only 20% of India’s imports
from China are consumption goods (which can be boycotted); 60% of Chinese imports are
intermediate goods, which are used in manufacturing of so-called Indian products. In an age
where big companies go venue shopping to set up factories, increasing a country’s share in
global value chains cannot be achieved without active state intervention. This needs to be done
both at the micro level, such a focusing on a particular cluster or industry, and the macro level,
which basically means acknowledging the fact that we need an industrial policy.

First Published: Oct 16, 2018 17:05 IST
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AGRICULTURE MINISTER’S MESSAGE ON WORLD
FOOD DAY

Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

Ministry of Agriculture & Farmers Welfare

Agriculture Minister’s Message on World Food Day

Posted On: 16 OCT 2018 3:08PM by PIB Delhi

World Food Day is a day of action dedicated to tackling global hunger. The theme of World Food
Day 2018 is ‘Our actions are our future – A zero hunger world by 2030 is possible’.

Speaking on the World Food Day, Minister of Agriculture and Farmers Welfare Shri Radha
Mohan Singh said that the Indian Council of Agricultural Research takes action to remove  the
suffering from hunger and ensure food security and a nutritious diet for all. The focus of the
Government of India is that food is a basic need and fundamental human right. Zero hunger
could save the lives of 301 million a year, and can help build a safer, more prosperous world for
everyone. The Government of India aims to transform India’s agricultural sector to contribute to
the achievements of global environmental objectives, and has launched a new project in
association with FAO, India office known as ‘Green-agriculture: transforming Indian agriculture
for global environmental benefits and the conservation of critical biodiversity and forest
landscapes’.

On farmers welfare the Minister said “the farmers, whom we respectfully call our ‘Annadaata’ or
the providers of food, are central to our efforts in food processing. We have a stated target of
doubling farm incomes by 2022. Recently, the Pradhan Mantri Kisan Sampada Yojana, a
national level programme, was launched to create world-class food processing infrastructure.
This is expected to leverage investment of five billion US dollars, benefit two million farmers and
generate more than half a million jobs over the next two years.”

On Mega Food Parks the Minister said “Through these food parks, we aim to link agro-
processing clusters with key production centres. This will offer immense value proposition in
crops such as potato, pineapple, oranges and apples. Farmers groups are being encouraged to
set up units in these parks, thereby reducing wastage and transportation costs, and creating
new jobs.”

On digitalization in Agriculture the Minister said “We plan to link our villages through broadband
connectivity, within a clear timeframe. We are digitizing land records, and providing various
services to the people on mobile platforms. These steps are building momentum towards real-
time transfer of information, knowledge and skills to farmers. The e-NAM, our national
agriculture e-market, is connecting our agricultural markets nationwide, thereby giving our
farmers the benefit of competitive pricing, and freedom of choice.”

The Minister stated that he was happy to learn that the Indian Farming, a monthly magazine of
the ICAR, is dedicating a special issue on the theme of World Food Day 2018 – ‘Our actions are
our future – A zero hunger world by 2030 is possible’. He said that qualitative information
contributed by renowned scientists of FAO, CGIAR and ICAR systems will benefit  agriculture
knowledge seekers.
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OPINION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

Fraud is a real operational risk for banks. As the latest Financial Stability Report of the Reserve
Bank of India (RBI) shows, the Indian banking system reported about 6,500 instances of fraud
involving over 30,000 crore in the last fiscal. Banking frauds attracted national attention when
the Punjab National Bank reported earlier this year that it had been defrauded by companies
related to jeweller Nirav Modi and Mehul Choksi. The state-run lender took a hit of about 12,000
crore. Several other cases of large banking frauds were reported subsequently, which raised
questions about the ability of banks, especially in the public sector, to contain them. It is in this
context that the analysis of the top 100 banking frauds by the Central Vigilance Commission
(CVC), released this week, is important.

The CVC needs to be commended for this as it will help improve the general understanding of
banking frauds. It analyzed frauds in different sectors and has also suggested measures that will
help avoid such unscrupulous activities in the future. Some of the cases are worth highlighting
here.

For instance, companies in the jewellery business inflated the value of imported diamonds to
avail of a higher amount of loans. They took credit on the pretext that their export bills remained
unpaid because of the financial difficulties faced by overseas buyers. They found innovative
ways to take credit from one bank before shipping products to overseas buyers and from
another after shipping. Companies also manipulated the paperwork to dupe the lenders.

In another case, a company in the manufacturing sector showed an audited balance sheet with
a net profit of 23.74 crore in a particular year and got credit facilities from a consortium of banks.
However, without informing the lenders, it later revised its balance sheet and the profit shrank to
0.34 crore. It maintained current accounts with banks that were not part of the consortium.
Interestingly, the company reported a significant loss in the next year on the same volume of
turnover as the previous year. The books were manipulated with a clear intention of defrauding
banks.

However, perhaps the most audacious among the cases mentioned was that of the fixed deposit
(FD) fraud. The fraudster presented himself as a bank representative to companies and
government organizations. For banks, he became a financial advisor of those organizations and
managed to mobilize large bulk deposits. He gave fake term deposit receipts (TDRs) to
depositors. The miscreant later opened loan accounts in the name of the depositors by giving
fictitious documents and original TDRs and took the money away.

Most frauds show that banks did not do proper due diligence, both before and after disbursing
loans. The FD fraud, for example, shows the poor level of checks and balances in the banking
system. Therefore, in order to check frauds, banks will need to improve their due diligence
capabilities. This will lead to better credit appraisal and also help contain non-performing assets
(NPAs). As the financial system evolves, expands and gets more sophisticated, banks will need
to be better prepared to avoid frauds. As noted earlier in these columns, banks can also setup
fraud monitoring agencies.

It is also important that banks leverage technology to detect frauds and improve the sharing of
information. Further, like the PNB fraud, it is likely that in some cases bankers may have been
complicit in frauds. However, law enforcement agencies should tread with care so that they don’t
end up creating an environment of fear, affecting the flow of credit to productive sectors.
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Aside from improving capabilities in the banking system, accountability of third-party service
providers such as auditors and lawyers should also be fixed. India needs a system where
auditors and other professionals vetting fake documents are not able to escape. This is
necessary as large frauds can increase reluctance in the banking system to lend, affecting the
flow of credit. In this context, the CVC has rightly noted: “Bank must immediately delist such
third valuers, Chartered Accountants/ Chartered engineers, Advocates etc. who have
questionable credentials/ have been negligent in their professional duties or have caused
financial loss to the bank by their willful acts of omission/ commission/dishonesty.”

Some of the recent frauds and the accumulation of NPAs in the system show that Indian banks
need significant improvements in operation and governance standards. Both the government
and the regulator would do well to work with banks to improve the overall structure.

What should banks do to check frauds? Tell us at views@livemint.com
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Source : www.thehindu.com Date : 2018-10-20

RBI OPPOSES MOVE FOR INDEPENDENT PAYMENTS
REGULATORY BOARD

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

The Reserve Bank of India (RBI) has opposed the move to have an independent Payments
Regulatory Board (PRB) as envisaged by the draft proposal for amendments to the Payment &
Settlement Systems Act, 2007.

In a dissenting note to the Inter-Ministerial Committee for finalisation of amendments, the RBI
said, “There is no case of having a regulator for payment systems outside the RBI.” The Watal
Committee, it said, had recommended the establishment of the PRB within the overall structure
of the RBI. “Since banks are regulated by the RBI, a holistic regulation by RBI will be more
effective and not result in increased compliance costs,” it said.

“There needs to be integrated operations and not co-ordination. Co-ordination is required across
different but related functions, which is not the case for payment systems. This is also the basis
for reiterating that the Governor of the RBI should be the chairman of the proposed PRB,’’ the
note said. Objectives for the PRB, the RBI said, were best avoided to be mandated by law. For,
it felt that law might not provide the much-needed flexibility. “The views of the Ministry of Law
could also be taken into account on jurisdictional conflict. Further, innovation is generally not
mandated — it evolves based on requirements,” it added.

Stating that it welcomed changes, the RBI, however said, “changes should not result in existing
foundations being shaken and the potential creation of disturbances in an otherwise well-
functioning structure as far as India is concerned.”
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WE HAVE FAILED OUR CHILDREN
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Demographic Economics &

various Indexes

Gifting Recommendations: A Realme for every Indian during Flipkart’s Big Billion Days sale

One of six persons living in this world lives in India. Is life in India good or bad? According to
some surveys, most people living in India report that they are happy. The sense of contentment
is despite the fact that jobs are scarce, the air is polluted, the water is unfit for drinking, the roads
(except select national highways) are terrible, the law and order situation is alarming, and mob
violence and mob justice seem to be the new normal.

While these issues are visible and are matters of concern, there are a couple of issues that are
not so visible but should be of greater concern. Both relate to our children — approximately 49
crore children born and living in India who can claim a birth year in the 21st century.

Education and Health

What are a child’s rights? Apart from a home, caring parents, security and friends, a child has
rights that must be guaranteed by the State. These are complete education and full health.

The World Bank publishes the World Development Report every year. The Human Capital Index
(HCI) is part of the annual report. The 2019 report has constructed the HCI for 157 countries. It
is a measure of “the amount of human capital that a child born today can expect to attain by age
18”. The explanatory note reads: “The index is measured in terms of the productivity of the next
generation of workers relative to the benchmark of complete education and full health. An
economy in which a child born today can expect to achieve complete education and full health
will score a value of 1 on the index.”

No country has scored 1 because there will always be benchmarks of education and health that
countries aim to achieve. Singapore occupies the first rank with an HCI of 0.88. The first 10
countries score over 0.80. They are Singapore, Republic of Korea, Japan, Hong Kong, Finland,
Ireland, Australia, Sweden, the Netherlands and Canada. Asians can be proud that the first four
places are occupied by Asian countries.

The ranks of the Big Five are good but not great: the United Kingdom (HCI 0.78) is at 15, France
(0.76) at 22, the United States (0.76) at 24, Russia (0.73) at 34 and China (0.67) at 46. Ninety-
six out of the 157 countries have an HCI score of over 0.51, which is a measure of the progress
made by humankind as a whole.

Head Buried in Sand

Among the remaining 61 countries that have an HCI of 0.50 or lower is India. India’s HCI is 0.44
and rank is 115. That places India in the bottom third of the world. The NDA government
dismissed the report with a haughty statement: “The Government of India has decided to ignore
the HCI and will continue to undertake its pathbreaking programme for human capital
development aiming to rapidly transform quality and ease of life for all children.”

If the HCI report made me sad, the government’s statement made me angry. Nobody has
accused the NDA government of being solely responsible for the low HCI. All governments since
Independence bear responsibility. What upset me is the unwillingness to admit to the



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

shortcomings.

The HCI is not a number plucked out of the air. It is based on six factors, each getting a score. In
the case of India, given the average household income, the probability of a child surviving to the
age of 5 is satisfactory at 0.96. The adult survival rate is reasonable at 0.83. What pulls India
down are the ‘Learning adjusted years of school’ and ‘Fraction of children under 5 not stunted’.
The score on the former is 5.8 years at school. On the latter, it is 0.62, meaning that 38 per cent
of children under 5 years of age have a low height-for-age.

The reasons are not far to seek. While ‘Right to Education’ vastly expanded enrolment of
children, not enough attention was paid to the quality of the schools, the teachers and the
instruction. Likewise, anganwadis and ‘Right to Food Security’ were necessary interventions, but
they have failed to provide sufficient food to pregnant and lactating mothers and to children
during their first five years. Poor design, faulty implementation and inadequate allocation of
funds are the main reasons.

Cruel Negligence

The HCI must be read along with the Global Hunger Index (GHI) published by Deutsche
Welthungerhilfe and Concern Worldwide. One out of seven children in India is undernourished;
two out of five are stunted (low height-for-age); and one out of five is wasted (low weight-for-
height). The cause is undernutrition. On the one hand we have mountains of wheat and paddy
and, on the other, we are unable to provide enough food to each child. At the prodding of the
National Advisory Council, the UPA acknowledged the need for State intervention and devised
the MGNREGA and the Right to Food Security law. Both interventions have been cruelly
neglected by the NDA since 2014. The result is low HCI, high GHI (score 31.1, indicating
‘serious hunger’) and a low rank of 139 among 189 countries in the Human Development Index.

Given these facts, the priorities of the BJP-led NDA government are astonishing and provocative
— building a temple, cow protection vigilantism, anti-Romeo squads, ghar wapsi (re-conversion),
uniform civil code, erecting statues, renaming cities etc. None of these will ensure complete
education or full health of our children.
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Source : www.thehindu.com Date : 2018-10-22

LIP SERVICE TO LABOUR RIGHTS
Relevant for: Indian Economy | Topic: Issues relating to Employment

Gujarat is one of the top States in India that receive migrant workers, largely temporary and
seasonal, on a large scale. In Gujarat, they work in unskilled or semi-skilled jobs in a wide range
of activities such as in agriculture, brick kilns and construction work, salt pans and domestic
work, petty services and trades (food and street vending) as well as in textiles and garments,
embroidery and diamond cutting and polishing, small engineering and electronics and also small
and big factories.

These workers are from Rajasthan, Madhya Pradesh, Maharashtra and even from as far as
Bihar, Uttar Pradesh, Andhra Pradesh, Odisha, Jharkhand, Chhattisgarh, Assam and Karnataka.
Employers send contractors to distant unexplored places to gather labour at the lowest possible
wage rate. For example, a new township in Gujarat being promoted by a large industrialist is to
be built with workers from Assam. Surprisingly, the Gujarat government has no data
on/estimates of migrant workers coming to Gujarat. Informally, the figures are estimated to be
between 40 lakh to one crore.

Segmenting the labour market and creating a separate labour market for migrant workers —
who are easy to exploit — has been a common strategy of employers across India. The pathetic
conditions migrant workers face have been widely documented. They earn low wages, work very
long hours without any overtime benefits, and are almost without any leave or social protection.
Lakhs of unskilled and migrant workers live on worksites in makeshift huts (usually made of tin
sheets) or on roads, slums and in illegal settlements not served by municipalities. They are
neither able to save much to improve their conditions back in their home States nor save enough
to live comfortably in Gujarat. They go back home only once or twice to celebrate festivals.
Semi-skilled workers with some education and skills (such as those in diamond cutting and
polishing units, power looms and factories) get slightly higher wages and earn some leave.
However, these workers are also exploited in multiple ways and are mostly unprotected. Factory
owners, employers and traders are only too happy with such a situation as they earn huge
profits from wage labour exploitation.

Local workers resent the presence of migrant workers who they feel take away their jobs in
factories and other places on account of being cheap labour. The recent attacks on migrant
labour after an incident in Gujarat late last month, involving the sexual assault of a 14-month-old
girl, allegedly by a migrant labourer from Bihar, appears to be have been a consequence of this
resentment. Many migrant workers have now rushed out to their home States out of fear despite
several local people having been taken into custody on the charge of inciting violence against
migrant workers. There have been reports of an estimated 60,000 to more than a lakh workers
leaving the State. Those who have stayed back now live under constant fear.

The exodus is cause for concern as it is bound to impact Gujarat’s growth and create
resentment among factory owners and other employers, especially at a time when the general
election is drawing close.

Gujarat Chief Minister Vijay Rupani has blamed the Opposition for inciting locals to push out
migrants while the latter have accused him of not stopping the migration. Some have even
demanded his resignation. The anger on both the sides is essentially more out of fear that losing
cheap labour will be at the cost of Gujarat’s prosperity than out of genuine concern for the
welfare of migrant workers. The signals from the top leadership of the Chief Minister’s party are
“to bring the situation back to normal”. This would also avert a crisis in the migrants’ home
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States which would have to cope with an army of the unemployed.

All this shows the utter indifference of States to the well being of migrant workers and their
rights. The Gujarat government wants normalcy to return so that migrant workers can toil for the
prosperity of Gujarat, while the Bihar government, which is at its wit’s end trying to manage the
sudden inflow of returning migrants, wants migration to Gujarat to continue as before. It is not
surprising that Uttar Pradesh has lauded the Gujarat government “for handling the situation
well”.

Under the Inter-State Migrant Workmen Act and other labour laws (for unorganised workers),
migrant workers in Gujarat are legally entitled to all their basic labour rights. These include
minimum wages, regular wage payment, regular working hours and overtime payment, and
decent working and living conditions which include taking care of the health and education of
their children.

Under the same Act, the governments of the States from where migrant workforce originate are
expected to issue licences to contractors who take workers away, register such workers and
also monitor their working and living conditions in other States. But most State governments
remain indifferent to these laws. Gujarat has taken a few steps but these are far from adequate.
In the political sphere, there has been hardly any mention about protecting the legal rights of
migrant workers in India. The political impulse has been to maintain status quo — the
continuation of the situation where migrant workers are exploited.

The Gujarat government passed a rule in the 1990s making it mandatory for industries and
employers in Gujarat to give 85% of jobs to local people. This rule was never really implemented
in reality, but watered down by the State government in its subsequent industrial policies, as
new and large investors coming to the State did not like any such restrictions. Now there is a
move in the State to introduce a law for industries and investors in Gujarat which reserves 80%
of labour jobs for State domiciles and at least 25% for local workers. But those behind the idea
are perhaps fully aware of the futility of such a move. As long as there are huge surpluses from
the labour of migrant workers, employers will have no incentive in hiring local workers. The
objective of such a move is to perhaps contain the anger of local workers — at least till the 2019
election.

In the end, the real solution to this issue would be to enforce all relevant labour laws for migrant
workers so that segmentation of the labour market becomes weak, and workers (local and
migrant) get a fair and equal deal in the labour market. This will also weaken unfair competition
between local and migrant labour and enable migrant workers either to settle down in the place
of destination or to go back home and make a good living there. But are State and Central
governments genuinely interested in improving the conditions of workers in the economy?

Indira Hirway is professor of economics and Director, Centre For Development Alternatives,
Ahmedabad, Gujarat
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Source : www.indianexpress.com Date : 2018-10-22

NOTE OF DISSENT
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

Gifting Recommendations: A Realme for every Indian during Flipkart’s Big Billion Days sale

IT is rare that a regulator in India, and that too the country’s central bank, places in the public
domain its dissent note on recommendations for a proposed law. On Friday, the Reserve Bank
of India released its dissent note to clearly signal that it was opposed to an independent
regulatory body to supervise India’s payments and settlements architecture as proposed by an
inter-ministerial committee headed by the Secretary, Department of Economic Affairs, and to
moving it out of the central bank. The RBI has listed out its reasons, the grounds for which rests
on its experience of having regulated this segment over the last several years, marked by
competition, innovation and customer protection measures, which are the main objectives under
the proposed new law. It has also argued that considering that banks are regulated by it, a
holistic oversight by the central bank would be far more effective besides ensuring lower
compliance costs. The RBI has gone a step further, saying that there was no case for a separate
regulator for payments and settlements given that there is no evidence of any inefficiency in
India’s payments systems and globally, the country was gaining recognition as a leader in
payments systems with some other central banks having adopted the bank’s systems.

The payments and settlements systems, according to it, are a sub-sect of currency which is
regulated by the RBI and the impact of monetary policy provides support for the regulation of
payments systems. The inter-ministerial committee’s recommendation to carve out the RBI’s
oversight functions may be on weak grounds looking at the global financial infrastructure
landscape. The US Federal Reserve’s Board and the dozen federal Reserve Banks around that
country have a distinct responsibility with regard to the payments system. So is the case in
Australia and Canada and some other jurisdictions — with such arrangements having been put
in place to support the implementation of monetary policy. That’s because supervising this
segment, clearing and settling of financial transactions electronically, is critical to the financial
stability of any economy. The RBI wants the proposed new board to be headed by its governor
with a casting vote to boot. In short, the underlying message it has sought to send out is that
there is no need to fix a system which isn’t broke.

Conflict of views between the government and central bank on policy issues isn’t something to
fret about. But what should worry many is the growing divide between the two at a time when
there ought to be a closer engagement given the macro economic challenges and external
sector risks. Managing that should be the priority rather than jousting over what is emerging as a
new cottage industry — the proliferation of regulators.
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Source : www.livemint.com Date : 2018-10-22

OPINION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Inflation & Monetary Policy

In the last instalment of this column, I warned that recent appointments by the Narendra Modi-
led government to the board of the Reserve Bank of India (RBI) might ultimately be aimed at
watering down, or ditching altogether, the monetary policy framework agreement between the
RBI and the Union ministry of finance. The agreement enshrines, for the present, an inflation
targeting policy mandate for the central bank, to be determined by an independent monetary
policy committee, and free from government interference.

Those who do not like inflation targeting may well say good riddance if that were to happen. But
that would be a short-sighted reaction indeed. As I have noted on numerous occasions in this
space, critics of conventional monetary policy frameworks, such as monetary targeting or
inflation targeting (which includes me on occasion), have the daunting challenge of coming up
with an alternative framework that would be demonstrably superior.

Unless one is proposing a return to a gold or some other commodity standard, or to a revamped
version of a Bretton Woods-style hybrid system for the global economy (which seems far-
fetched), it is hard to find viable alternatives to inflation targeting for India or other emerging
economies. The only option is classical exchange rate targeting—in other words, fixing the
exchange rate to a major currency, such as the US dollar.

Now, for those complaining about a weakening rupee, how would things have operated for India
with an exchange rate pegged to the dollar at (say) 60 or 65 rupees? According to the
celebrated “impossible trinity” or “trilemma” of Nobel economist Robert Mundell, an economy
cannot simultaneously fix the exchange rate and control its domestic monetary policy (read:
policy interest rate as instrument, or price level as target) in the presence of an open capital
market.

Well, in the presence of incipient rupee depreciation, the result would have involved the central
bank purchasing rupees and selling dollars to maintain its announced parity, according to
received textbook theory. The impact on the domestic Indian economy would have been
disinflation, or, more likely, economic contraction.

Or, to put it another way, in the absence of rupee depreciation to absorb the impact of external
shocks, something else would have to give in a world of sticky prices, which would have been
domestic aggregate demand. Would all of those decrying a falling rupee and the RBI’s legally
mandated fixation on inflation be so happy if the price of a stable rupee were a recession? I
suspect not.

The truth is, that in the absence of a new global monetary compact to replace the long-defunct
Bretton Woods system, it makes little sense for a large emerging economy such as India to
adopt a fixed exchange rate against the US dollar and thereby sacrifice the insulation properties
of a flexible monetary policy regime—in particular, inflation targeting.

To use an analogy, in the absence of a world government, the best that each country can do is
to have its own national government. Holding out for a world government and living with anarchy
at home in the meanwhile is not a sensible alternative. Thus, in the absence of a rules-based
global monetary system (call it Bretton Woods 2), the best that any large economy such as India
can do is to stabilize its own domestic inflation rate via inflation targeting, and allow the
exchange rate to follow its own market-determined path.
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Orthodox macroeconomic theory tells us that such a policy stance is best to minimize deviations
of output from its long-run or “natural” rate as well as minimize deviations of the inflation rate
from its (policy-determined) target.

Interested readers may wish to consult Richard Clarida, “Monetary Policy in Open Economies:
Practical Perspectives for Pragmatic Central Bankers”, Journal of Economic Dynamics &
Control, 2014. As an aside: Clarida, who is one of the originators of the academic consensus on
inflation targeting, is now a central banker himself (presumably a pragmatic one). He was
nominated by US President Donald Trump and recently confirmed by the US Senate as vice-
chairman of the US Federal Reserve System.

For what it is worth: my own view is that early evidence suggests that inflation targeting has
been working in India in the few years since the inception of the new policy framework. (See
Niranjan Rajadhyaksha, “The great Indian inflation puzzle”, Mint, 17 October, for a nuanced and
erudite take on this debate.) There is good reason to believe, in my judgement, that the RBI’s
inflation target has managed to anchor the public’s inflation expectations around the target, so
that the public is able to look beyond transitory shocks that have an impact on inflation in the
short run, as they believe in the credibility of the RBI’s inflation target.

If that is the case, as I hope it to be, we should be sanguine about the future prospects for
inflation in India in the near to medium term, and there is every reason to credit the inflation
targeting regime for this success.

Despite all the hoopla by the Modi government and all the gripes by the critics, the monetary
policy framework agreement is one of the Modi government’s signal accomplishments and a
genuinely important, major reform. It would be a tragedy if short-run political calculations were to
put this at risk.

Vivek Dehejia is resident senior fellow at the IDFC Institute, Mumbai. Read Vivek’s Mint columns
at livemint.com/vivekdehejia.
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Source : www.livemint.com Date : 2018-10-22

OPINION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

The Union ministry of finance has constituted a panel of experts to review the Competition
Act/rules/regulations. This is timely; indeed, an urgent requirement. Change was in the offing
ever since the size of the Competition Commission was reduced from seven to four followed by
rumours of limiting the Commission’s jurisdiction.

Periodic reviews of the Competition Act are important. There has been no review of the current
Act (2002) since its enactment. The Raghavan Committee that formulated the need for a
proactive competition law in lieu of the Monopolies and Restrictive Trade Practices Act (MRTP),
1969, is of 1999 vintage. In fact, the review is overdue if the Act has to remain relevant.

Network economies, platforms, virtual markets, the internet of things, the increasing importance
of non-tangible capital like patents—these call for a modern regulatory framework “in view of
changing business environment” as the press release points out. A few illustrations of the
constraints imposed by the Act would help show how the prevailing legal framework can be a
barrier when it comes to applying the economics of modern business to antitrust abuse. It is a
major concern for the kind of globalized knowledge-based economy that India wishes to be.

At the outset, the clarity in objectives that necessitated the replacement of the MRTP by the
Competition Act has been diluted. While the Raghavan Committee had highlighted competition
and consumer welfare as the twin objectives of the Act, the preamble, in asserting competition
and consumer interest, includes the rider, ‘keeping in view the economic development of the
country”.

Innocuous as the statement is, it is open to interpretation in a way that protects domestic
producers. This is strengthened by the definition of consumer in section 2(f) of the Act. The
section includes both producer and the end consumer in the category of ‘consumer’ when a
purchase is “either for commercial use or for personal use”. Consequently, most cases of
antitrust abuse—roughly over 50%, in fact—have been filed by producers. To claim that these
filings are on behalf of the end consumer is stretching the definition.

A wide definition of consumer has had two outcomes. Firstly, it has encouraged producers to
‘fire from the shoulders of the Commission’ as a strategy for meeting competition. Secondly, it
has led to the emergence of perverse situations where ‘maximization of producer welfare’ is
equated with maximization of total welfare. This is against the well-established tenet of
competition economics, maximization of consumer welfare. As a result, pricing schemes, be
they predatory or unfair pricing, (MCX-SX Vs NSE), are viewed from the perspective of a
producer rather than that of the benefits/harm accruing to end consumers.

The optimal pricing solution is best arrived at by the interaction of demand and supply. The
revenue model for an aggregator is from advertising. Intervention in market pricing structures by
the authority may end up protecting the competitor at the cost of competition.

The gains from network economies for advertisers in search of sustainable business models
depend on innovation, including innovative pricing mechanism. This also calls for redefining
dominance, which is now measured by standard metrics of market share. To associate market
power with dominance rather than look for the presence of entry barriers is a sure way to kill the
emergence of business on platforms. Domination need not be associated with anti-competitive
behaviour given the rapidly changing nature of technology where new innovation may disrupt the
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entire existing ecosystem. Thus, the prevailing debate is on networks and lock-in effects, looking
at new entry barriers such as access to data—and on the sustainability of these barriers in a
competitive environment.

The Act defines dominance and market power in terms of the “ability to operate independently of
competitive forces prevailing in the relevant market” (section 4 explanation) while section 19 (4)
lists 13 factors that define dominance, including any other factor the Commission wishes to
consider. Seen with section 4, the operative section for ‘Abuse of Dominance’ the conditionality
for market power is reduced to one of mere dominance.

If an enterprise is dominant, market power is considered inevitable. This is dangerous for
investment flows to digital markets where dominance is the norm.

Arguments of dominance ultimately depend on defining the ‘relevant market’ of antitrust abuse.
The relevant market (product) is with reference to substitutability or inter-changeability in terms
of characteristics, their prices and intended use (section 2(t)).

My concern is slightly different. The definition has no reference to the concept of the market as a
place or mode for transacting business. As a result, there have been decision of antitrust
violation in a ‘non-market’. The classic example is the Bharat Matrimony, CUTS v Google case.
Google is a search engine. It is not in the business of travel trade, the market where abuse was
found on the “probability of possibilities”.

The agenda before the expert committee is vast and complex, as the examples mentioned here
show. And here is a provocative question: is a detailed Act necessary when business conditions
are so fluid?

Geeta Gouri is a former member of the Competition Commission of India.
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Source : www.thehindu.com Date : 2018-10-23

DIRECT TAX BASE WIDENS SHARPLY OVER 4 YEARS,
COMPLIANCE RISES

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Taxation & Black Money

The direct tax base has significantly widened in the last few years, according to new back series
data released by the government.

The data showed a growth of more than 80% in the number of returns filed in the last four
financial years from 3.79 crore in financial year (FY) 2013-14 to 6.85 crore (these figures include
revised returns) in FY 2017-18.

Further, the number of persons filing income tax returns also increased by about 65% during this
period from 3.31 crore in FY 2013-14 to 5.44 crore in FY 2017-18.

“Continuing the practice of placing key statistics relating to direct tax collections and
administration in public domain, the Central Board of Direct Taxes (CBDT) has further released
time-series data as updated up to FY 2017-18 and income-distribution data for assessment year
(AY) 2016-17 and AY 2017-18,” the government said.

“There has been continuous increase in the amount of income declared in the returns filed by all
categories of taxpayers over the last three assessment years,” the release added. “For AY 2014-
15, corresponding to FY 2013-14 (base year), the return filers had declared gross total income
of Rs. 26.92 lakh crore, which has increased by 67% to Rs. 44.88 lakh crore for AY 2017-18,
showing higher level of compliance resulting from various legislative and administrative
measures taken by the government, including effective enforcement measures against tax
evasion.

“There may be four reasons for increase in the number of tax returns,” S.P. Singh, partner at
Deloitte India said. “One, the effect of demonetisation, two, the increase in the use of information
being collected digitally and being used by the tax department. Three, the movement towards
digital assessment and decrease in the number of cases being picked up for scrutiny, and four,
the ease of getting refund, majorly by small and medium taxpayers.

“The last two have reduced fear of the tax department among these sections of taxpayers,” Mr.
Singh added. The data also showed that the direct tax-GDP ratio rose to 5.98% in FY 2017-18,
the highest it has been in the last 10 years.

Further, the statement said that the overall number of taxpayers (including corporates, firms, and
Hindu Undivided Families) declaring an income above Rs. 1 crore a year also saw a sharp
growth over the three years under consideration.

“While 88,649 taxpayers disclosed income above Rs. 1 crore in AY 2014-15, the figure was
1,40,139 for AY 2017-18 (growth of about 60%),” the government said.

Income over Rs. 1 crore

“Similarly, the number of individual taxpayers disclosing income above Rs. 1 crore increased
during the period under reference from 48,416 to 81,344, which translates into a growth of 68%.”
The data also shows an improvement in the compliance of salaried taxpayers. During the four-
year period under reference, the number of salaried taxpayers increased from 1.70 crore for AY
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2014-15 to 2.33 crore for AY 2017-18, an increase of 37%. The average income declared by
these salaried taxpayers has also gone up by 19% from Rs. 5.76 lakh to Rs. 6.84 lakh.

“During the same period, there has been a growth of 19% in the number of non-salaried
individual taxpayers from 1.95 crore to 2.33 crore and the average non-salary income declared
rose by 27% from Rs. 4.11 lakh in AY 2014-15 to Rs. 5.23 lakh in AY 2017-18,” said the
government.
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Source : www.thehindu.com Date : 2018-10-23

PANEL FOR ADOPTING UN MODEL ON CROSS-
BORDER INSOLVENCY

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

The Insolvency Law Committee (ILC), tasked with suggesting amendments to the Insolvency
and Bankruptcy Code of India, has recommended that India adopt the United Nations’ model to
handle cross-border insolvency cases.

“The ILC has recommended the adoption of the United Nations Commission on International
Trade Law (UNCITRAL) Model Law of Cross Border Insolvency, 1997, as it provides for a
comprehensive framework to deal with cross-border insolvency issues,” the government said in
a statement. “The committee has also recommended a few carve-outs to ensure that there is no
inconsistency between the domestic insolvency framework and the proposed cross border
insolvency framework.”

The UNCITRAL Model Law has been adopted in 44 countries and, therefore, forms part of
international best practices in dealing with cross border insolvency issues, the government said.

Public interest

“The advantages of the model law are the precedence given to domestic proceedings and
protection of public interest,” the statement added.

“The necessity of having a cross-border insolvency framework under the Insolvency and
Bankruptcy Code arises from the fact that many Indian companies have a global footprint and
many foreign companies have a presence in multiple countries, including India,” the government
said.
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Source : www.livemint.com Date : 2018-10-23

RICHEST 10% OF INDIANS OWN OVER 3/4TH OF
WEALTH IN INDIA

Relevant for: Indian Economy | Topic: Inclusive growth, Inclusion and Poverty

The richest 10% of Indians own 77.4% of the country’s wealth, says Credit Suisse in their 2018
Global Wealth Report. The bottom 60%, the majority of the population, own 4.7%. The richest
1% own 51.5% (chart 1 above). And it’s not some bleeding-heart NGO that’s arrived at these
figures, but a blue-blooded Swiss bank.

The exact numbers are not important. In the 2016 Credit Suisse report, the share of the richest
1% was higher and in 2017 it was lower. Estimating wealth is not quantum physics and year-to-
year changes in wealth shares are dependent upon asset prices and exchange rates. What is
remarkable is that, in a democracy, the top 1% has been able to keep its share very high, while
the majority meekly accept destitution.

Such a high level of disparity raises several questions, not the least of which is the extent to
which it subverts democracy. While everybody talks about development these days, a legitimate
question from the Credit Suisse data is: whose development are we talking about? Is it
development for the top 1%, or for the top 10%, or the poorest 60%?

The cornering of the fruits of development by the wealthy and the stark disparity in wealth
shares provide fuel for social unrest and rising crime. It increases disaffection and threatens to
tear apart the fabric of the nation—it puts enormous strain on nation-building if the share of the
majority in the nation’s wealth is less than 5%.

But is India an outlier in wealth distribution? Chart 2 compares India with some other countries. It
shows that India is among those countries where the rich own a much higher share of wealth.
But it also shows that economies vary widely in their levels of wealth inequality. Nations have
very different levels of inequality, implying that societies can choose the levels of inequality they
can tolerate and there’s no inevitability about it.

Has inequality gone up in India in recent years? The Gini coefficient is one way of measuring
inequality, with a reading of 100% denoting perfect inequality and zero indicating perfect
equality. According to Credit Suisse, the Gini wealth coefficient in India has gone up from 81.3%
in 2013 to 85.4% this year, which shows inequality has risen.

Another way of seeing who has benefited the most from economic growth is to consider the
difference between growth in median wealth and growth in mean wealth. Mean wealth is skewed
significantly by the wealth of the top 1%. The data show while mean wealth per adult increased
at a compounded annual growth rate (CAGR) of 8.3% between 2013 and 2018, the growth in
median wealth per adult was at a much more sober CAGR of 4.4%. So the rich have benefited
far more.

As the Credit Suisse report says: “While wealth has been rising in India, not everyone has
shared in this growth. There is still considerable wealth poverty, reflected in the fact that 91% of
the adult population has wealth below $10,000. At the other extreme, a small fraction of the
population (0.6% of adults) has a net worth over $100,000.”

Of course, wealth inequality between countries, too, is enormous. The report says median
wealth in North America is currently more than three times the level in Europe and China, 50
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times the level in India, and almost 200 times the level in Africa. Median wealth per adult is
$1,289 in India, $4,263 in Brazil, $16,133 in China, $61,667 in the US and $191,453 in Australia.

Manas Chakravarty looks at trends and issues in the financial markets. Respond to this column
at manas.c@livemint.com
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Source : www.thehindu.com Date : 2018-10-23

TURF BATTLE: ON INDEPENDENT PAYMENTS
REGULATOR

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

The Reserve Bank of India (RBI) and the Union government are once again at loggerheads over
the legitimate extent of their powers. In a rare gesture, the central bank last week made public
its reservations against the government’s plans to set up an independent payments regulator,
potentially setting the stage for a regulatory turf war. In a strongly worded dissent note against
the inter-ministerial committee for the finalisation of amendments to the Payment and Settlement
Systems Act, 2007, published on its website on Friday, the central bank observed that it would
prefer the Payments Regulatory Board to function under the purview of the RBI Governor.
“There is no case of having a regulator for payment systems outside the RBI,” the note read. In
support of its stance, the RBI stated that the activities of payments banks come well within the
purview of the traditional banking system, which the central bank oversees as the overarching
financial regulator. So, according to this logic, it might make better sense to have the RBI
oversee the activities of payments banks as well instead of creating a brand new regulator for
the growing industry. “Regulation of the banking systems and payment system by the same
regulator provides synergy,” it noted. The RBI, in essence, is pointing to the interconnection
between the payments industry and the banking system to back the extension of its regulatory
powers.

The RBI’s case makes good sense when seen from the perspective of the cost of regulatory
compliance. As stated above, there is definite overlapping between the current regulatory
powers of the RBI and the proposed regulations for the payments industry. A unified regulator
can thus help in lowering the compliance costs and enabling the seamless implementation of
rules. Further, there is the real risk that a brand new regulator may be unable to match the
expertise of the RBI in carrying out necessary regulatory duties. So it makes better sense to
have the RBI take charge of the rapidly growing payments industry which can ill-afford
regulatory errors at this point. The fact that the RBI has made public its dissent against the
Union government’s idea, suggests that the central bank has serious problems with the dilution
of its current powers over the financial sector. However, the RBI’s demand for the centralisation
of regulatory powers also brings with it the need for exercising a greater degree of responsibility.
At a time when there are increasing risks to the stability of the domestic financial system, both
the government and the RBI must look to work together to tackle these risks instead of battling
over regulatory powers.
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Source : www.livemint.com Date : 2018-10-23

THE ENORMITY OF JOB CHALLENGE THAT INDIA
FACES

Relevant for: Indian Economy | Topic: Issues relating to Employment

While there is no clarity on the extent of jobs created in the economy since 2011-12, there is no
disagreement that the economy has failed to create enough jobs.

The newly appointed chief statistician of India (CSI), Praveen Srivastava, has now officially
clarified that the data based on Employee Provident Fund Organisation (EPFO) membership is,
at best, a measure of formalization of the workforce and in no way represents the extent of job
creation. While this should bring to a close the debate on the EPFO data as employment data,
there is still no sign of the data from the Periodic Labour Force Surveys (PLFS).

But official employment data is not the only metrics for realizing that India is sitting on a job
crisis. The unrest among farmers driven by declining incomes is also a manifestation of the
problem of employment in a country with almost half of the total workforce working in agriculture.
The unrest among some of the agriculturally dominant communities such as Jats, Patels and
Marathas, and the demand for reservation in virtually non-existent government jobs, is another
manifestation of the crisis.

So what is the magnitude of the jobs challenge? The most conservative estimate is the sum of
10-12 million young entrants to the workforce every year along with 7-8 million workers moving
out of agriculture every year. The last robust estimate of the number of workers moving out of
agriculture every year is 7 million per year, based on the Employment-Unemployment Surveys
(EUS) of the National Sample Survey Office (NSSO) of 2004-05 and 2011-12.

The annual surveys of Labour Bureau after that (4th and 5th round) suggest that these
estimates are likely to increase rather than decline. But a more liberal estimate would also
include a large majority of workers in agriculture who continue to remain in agriculture, but are
forced to seek out jobs in the non-farm sector to supplement incomes.

Several village surveys have now confirmed that the extent of pluriactivity (the phenomenon of
households involved in multiple activities) is increasing in rural areas. Almost three-fourths of
households would have more than two occupations. Our own estimate based on surveys in
Palanpur village in Uttar Pradesh suggests that less than 10% households are engaged in pure
cultivation, that is, only cultivation with no other source of income. We have no estimate of these
households at the national level, which are partly in non-farm and partly in farm.

But take the case of the recently released results of Agricultural Census (AC 2015-16). Based
on AC 2015-16, there are 146 million operational holdings in the country with an average size of
1.08 hectares. About 86% of operational holdings are small and marginal holdings with less than
2 hectares. The average size of these holdings is 0.6 hectares, barely sufficient to provide
income throughout the year. Many of these will be forced to seek out employment elsewhere just
to survive. So is the case of almost 100 million in the non-farm informal sector juggling with
multiple employments to simply survive.

Clearly the enormity of the jobs challenge is so large that all claims of employment generated in
the economy appear insignificant. And mind you, those who do not get employment in one year
don’t cease to exist. They may become invisible for the time being getting employment
somewhere, but will continue to remain in the list of unemployed. It is this cumulative failure over
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the years which is now reflected in massive protests for reservation, farmers’ unrest and the
general rise in youth anger spilling over to the streets.

The challenge is not just to provide some employment to this vast army of youth aspiring to be
part of the growing economy, but a gainful and secure form of employment. Like the case of
farmers’ unrest, the response of the government has been either to ignore till it can no longer be
ignored, or to provide some form of temporary relief in the form of populist sops such as
reservations and doles.

Unfortunately, no government, including this one, is willing to acknowledge that the problem is
essentially one of the model of growth that we have followed in the last three decades, which
prioritizes profits over wages, non-farm over farm and capitalists over workers. Until then, the
employment challenge will only go from bad to worse.

Himanshu is associate professor at Jawaharlal Nehru University and visiting fellow at the Centre
de Sciences Humaines, New Delhi.
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Source : www.pib.nic.in Date : 2018-10-23

CBDT RELEASES DIRECT TAX STATISTICS 
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Taxation & Black Money

Ministry of Finance

CBDT releases Direct Tax Statistics 

Constant growth in direct tax-GDP ratio over last three
years

Growth of more than 80% in the number of returns filed in
the last four financial years
Number of persons filing return of income has also
increased by about 65% during this period from 3.31 crore
in FY 2013-14 to 5.44 crore in FY 2017-18

Posted On: 22 OCT 2018 3:35PM by PIB Delhi

Continuing the practice of placing key statistics relating to direct tax collections and
administration in public domain, the Central Board of Direct Taxes (CBDT) has
further released time-series data as updated up to FY 2017-18 and income-
distribution data for AY 2016-17 and AY 2017-18. The key highlights of these
statistics are as under:

There is a constant growth in direct tax-GDP ratio over last three years and
the ratio of 5.98% in FY 2017-18 is the best DT-GDP ratio in last 10 years.

i.

There is a growth of more than 80% in the number of returns filed in the
last four financial years from 3.79 crore in FY 2013-14 (base year) to 6.85
crore in FY 2017-18.

ii.

The number of persons filing return of income has also increased by
about 65% during this period from 3.31 crore in FY 2013-14 to 5.44 crore in
FY 2017-18.

iii.

There has been continuous increase in the amount of income declared in the
returns filed by all categories of taxpayers over the last three Assessment Years
(AYs). For AY 2014-15, corresponding to FY 2013-14 (base year), the return filers
had declared gross total income of Rs.26.92 lakh crore, which has increased by
67% to Rs.44.88 lakh crore for AY 2017-18, showing higher level of compliance
resulting from various legislative and administrative measures taken by the
Government, including effective enforcement measures against tax evasion.

The total number of taxpayers (including corporates, firms, HUFs, etc.) showing
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income of above Rs. 1 crore has also registered sharp increase over the three-year
horizon. While 88,649 taxpayers disclosed income above Rs. 1 crore in AY 2014-
15, the figure was 1,40,139 for AY 2017-18 (growth of about 60%). Similarly, the
number of individual taxpayers disclosing income above Rs. 1 crore increased
during the period under reference from 48,416 to 81,344, which translates into a
growth of 68%.

The average tax paid by corporate taxpayers has increased from Rs.32.28 lakh in
AY 2014-15 to Rs.49.95 lakh in AY 2017-18 (growth of 55%). There is also an
increase of 26% in the average tax paid by individual taxpayers from Rs.46,377/-
in AY 2014-15 to Rs.58,576/- in AY 2017-18.

During the three-year period under reference, the number of salaried taxpayers
has increased from 1.70 crore for AY 2014-15 to 2.33 crore for AY 2017-18 (up by
37%). The average income declared by the salaried taxpayers has gone up by 19%
from Rs.5.76 lakh to Rs.6.84 lakh.

During the same period, there has also been a growth of 19% in the number of
non-salaried individual taxpayers from 1.95 crore to 2.33 crore and the average
non-salary income declared has increased by 27% from Rs. 4.11 lakh in AY 2014-
15 to Rs. 5.23 lakh in AY 2017-18.

The availability of the time-series data and the income-distribution data of fairly long
periods in the public domain will be found to be useful by the academicians,
scholars, researchers, economists and the public at large in studying long-term
trends of various indices of the effectiveness and efficiency of direct tax
administration in India.

The new re leases are  ava i lab le  a longwi th  o lder  pub l ica t ions  a t
www.incometaxindia.gov.in.

   

  DSM/RM   
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Source : www.pib.nic.in Date : 2018-10-23

INSOLVENCY LAW COMMITTEE SUBMITS ITS 2ND
REPORT ON CROSS BORDER INSOLVENCY

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

Ministry of Corporate Affairs

Insolvency Law Committee submits its 2nd Report on
Cross Border Insolvency

Recommends adoption of the UNCITRAL Model Law of
Cross Border Insolvency, 1997

Posted On: 22 OCT 2018 2:12PM by PIB Delhi

            The Insolvency Law Committee (ILC) constituted by the Ministry of Corporate Affairs to
recommend amendments to Insolvency and Bankruptcy Code of India, 2016,  has submitted its
2nd Report to the Government, which deals with cross border insolvency.  The  Report 
was  handed  over today to Shri Arun Jaitley, Minister of Finance and Corporate Affairs by 
Corporate Affairs Secretary, Shri Injeti Srinivas.

The ILC has recommended the adoption of  the UNCITRAL Model Law of Cross Border
Insolvency, 1997, as it provides for  a comprehensive framework to deal with cross 
border insolvency issues.  The Committee has also recommended a few carve outs to
ensure that there is no inconsistency between the domestic insolvency framework and
the proposed Cross Border Insolvency Framework.

The UNCITRAL Model Law has been adopted in as many as 44 countries and, therefore, forms
part of international best practices in dealing with cross border insolvency issues.  The
advantages of the model law are the precedence given to domestic proceedings and protection
of public interest. The other advantages include greater confidence generation among foreign
investors, adequate flexibility for seamless integration with the domestic Insolvency Law and a
robust mechanism for international cooperation.

The model law deals with four major  principles of cross-border insolvency, namely  direct
access to foreign insolvency professionals and foreign creditors to participate in or commence
domestic insolvency proceedings against a defaulting debtor; recognition of foreign proceedings
& provision of remedies; cooperation between domestic and foreign courts & domestic and
foreign insolvency practioners; and coordination between two or more concurrent insolvency
proceedings in different countries.  The main proceeding is determined by the concept of centre
of main interest (“COMI”).

The necessity of having Cross Border Insolvency Framework  under the Insolvency and
Bankruptcy Code arises from the fact that many Indian companies have a global footprint and
many foreign companies have presence in multiple  countries including India.  Although the
proposed Framework for Cross Border Insolvency will enable us to deal with Indian companies
having foreign assets and vice versa, it still does not provide for  a framework for dealing with
enterprise groups, which is still work in progress with UNCITRAL and other international bodies. 
The inclusion of the Cross Border Insolvency Chapter in the Insolvency and Bankruptcy Code of
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India, 2016, will be a major step forward and will bring Indian Insolvency Law  on a par with that
of matured jurisdictions.

 

DSM/RM

 

 

(Release ID: 1550197) Visitor Counter : 848

Read this release in: Urdu , Marathi
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Source : www.hindustantimes.com Date : 2018-10-23

RBI SHOULD BE ALLOWED TO TAKE THE PCA
MECHANISM TO ITS LOGICAL END

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

It’s hard to find a silver lining in Indian banking, with headlines dominated by statistics of bad
loans, frauds being perpetrated on banks, even scandals involving chief executives. Yet, as
pointed out by Reserve Bank of India deputy governor Viral Acharya recently, the banking
regulator’s prompt corrective action (PCA) on 12 banks, 11 of which are state-owned, is one.
The 11 state-owned banks under Prompt Corrective Action (PCA) are Dena Bank, Allahabad
Bank, United Bank of India,Corporation Bank, IDBI Bank, UCO Bank, Bank of India, Central
Bank of India, Indian Overseas Bank, Oriental Bank of Commerce, and Bank of Maharashtra.
The only private bank under PCA is Dhanalaxmi Bank. It is only over the past year, since
revising guidelines for PCA, that RBI has become aggressive about placing banks under PCA —
nine of the 12 cases have happened since. When a bank is placed under PCA, is a function of
the quantum of its bad loans, profitability and capital adequacy. And once it is placed under it, a
bank cannot pay dividends, set up new branches, hire , or issue fresh loans. With almost half the
state-owned banking universe under PCA, there was apprehension that credit growth could
suffer. That doesn’t seem to be the case; the latest available credit growth(non-food), for August,
is a respectable 12.4%. Indeed, it has been over 10% for the past few months.

The banks themselves aren’t happy with PCA, though. In September, in a meeting with the
finance ministry (effectively their biggest shareholder), the state-owned banks sought a
relaxation. There have been reports that the ministry agrees with them. That would be
premature. As Acharya pointed out, the fact that overall credit growth hasn’t suffered suggests
that the bigger and stronger banks have stepped in to meet credit needs. More than anything
else, PCA ensures that future non- performing assets (NPAs) are not being created. The
importance of that, in the context of a banking system struggling with NPAs, cannot be
overstated.

First Published: Oct 22, 2018 13:23 IST
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Source : www.thehindu.com Date : 2018-10-24

CAG QUESTIONS RBI’S ROLE AS NPA CRISIS WAS
BREWING

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

Rajiv Mehrishi  

Comptroller and Auditor General of India Rajiv Mehrishi on Tuesday questioned the role of the
Reserve Bank of India (RBI) during the time when the banks were “going berserk with their
lending”, leading to the high levels of NPAs, saying that there was no public discourse on the
role of the central bank during this period.

“In the present banking crisis, we all have a narrative about how it can be sorted out,” Mr.
Mehrishi said while speaking at the launch of the Indian School of Public Policy in Delhi. “But
nobody is asking the real question that what actually the regulator [the Reserve Bank of India]
was doing. What is its role, what is its responsibility?”

“If the banks were going berserk with their lending, then what was the regulator doing,” the CAG
added.

“And if it is accountable for this crisis or not, that is also a narrative nobody is talking about.”

Lack of debate

Mr. Mehrishi also highlighted that there was a lack of any public policy debate about the root
causes of the bank non-performing assets problem.

As of the end of March 31, 2018, the banking sector had NPAs worth over Rs. 9.61 lakh crore,
according to government data.
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Source : www.livemint.com Date : 2018-10-24

SEBI IS ON THE WAR PATH TO LOWER MUTUAL FUND
COSTS

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

Starting soon your mutual fund will cost less. The capital market regulator, the Securities and
Exchange Board of India (Sebi), has put out rules that further tighten the mutual fund industry
norms to take care of the loopholes found and misused by the industry. You can read the
circular here. There are four changes that impact you.

One, for costs related to the scheme, mutual funds will now pay only out of the scheme account
and not from any other source or account. What was happening was this: some of the bigger
fund houses were using their profits to pay commissions to distributors to kick up sales.
Remember that after a certain scale, it does not cost much more to run a fund house; so as the
fund size grows, costs should actually come down.

But the total expense ratio for equity mutual funds have remained at the maximum limits allowed
by the regulator. The costs came down for plans like the liquid and bond funds that are used
primarily by institutions and high net worth investors, that is for those with higher bargaining
power. But they stayed high for retail investors. It does look as if the retail is subsidizing the
corporate and HNI. The higher profits could have led to lowering of costs, but were instead used
to pay distributors upfront commissions totally ignoring the industry association (Association of
Mutual Funds in India, or Amfi) norm to keep upfronting of commissions at 1% only.

Some fund houses were paying as much as 5-6% as upfronts dipping into their profits. By
specifying that commissions can only be paid from the scheme and no other head, Sebi is
plugging a loophole that was causing misselling and churning.

But funds can keep all the profit, no? No, because in addition to this, the costs will come down
because of the new cost structure that was announced last month which shaves the total
expense ratio down across the various slabs of assets. You can read more on this here.

Two, Sebi is banning all upfronts except for a small carve out for the systematic investment
plans (SIPs). Front commissions incentivise sharp sales of financial products. There is enough
evidence globally of this practice and Sebi’s step to ban all incentives for making the first sale,
other than a transaction cost (that already exists), is a step in the right direction.

Three, the circular says that all fees and expenses in a direct plan under various heads,
including the investment and advisory fees, should not be higher than the same expenses in a
regular plan. What this means is this: those investing directly into mutual funds will benefit from
lower costs.

Remember mutual fund direct plans are the route taken by do-it-yourself investors or fee paying
investors who go direct to save on the commission costs. Direct plans should be cheaper than
regular plans by the amount of the trail commission being paid. But certain fund houses did
some clever interpretation of the rules and began to pad up direct plan costs, narrowing the gap
between the costs of a regular and a direct plan. Sebi’s intervention will force direct plans to cost
less. One difference between a direct and regular plan is the commission, now the direct plans
will have to reflect this difference.

Four, it seems that Sebi found that the additional cost of 30 basis points being allowed for the
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smaller towns and cities (called B30, or beyond the top 30 cities) ,was being misused by
institutional and high net worth investors. Routing an application through the suburb that fell in
the category for higher cost would allow the distributor to earn more and then share a part of that
with the investor. Sebi is curbing this practice by removing all upfronts from the B30 costs and
the commissions will be trail only. Sebi is prohibiting corporate and institutions from buying via
the B30 route. The B30 higher cost was being paid by all investors. The closing of this loophole
will mean lower costs finally for an average investor.

These changes come into effect immediately and the lower cost circular should be out once the
regulations are amended.

It does look like a cat and mouse game: firms continue to find loopholes and the regulator
continues to modify. I have been following the mutual fund related-regulatory changes in Sebi for
over a decade. All I can say is that the effort and intelligence that some fund houses spend on
gaming the system could be spent on better fund management. It is a pity that it is the largest
fund houses that twist the rules. There is a new Sebi out there right now that is focused on the
rule book. Good news for investors and what is good for the consumer cannot be bad for the
industry and the intermediaries finally.

Monika Halan is Consulting Editor at Mint and writes on household finance, policy and
regulation.
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Source : www.thehindu.com Date : 2018-10-24

IN THE NET: ON DIRECT TAX BASE
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Taxation & Black Money

The steps taken by the Union government over the last few years to widen its tax base may
finally be yielding some rewards. The total number of tax returns filed in the country increased
by over 80% over the last four financial years, according to data released by the Central Board
of Direct Taxes on Monday: from 3.79 crores in 2013-14 to 6.85 crores in 2017-18. Further, the
direct tax to GDP ratio rose to 5.98% in 2017-18, the highest it has been in the last 10 years.
The average income reported by individual and corporate taxpayers also witnessed a significant
rise in the last three years. With tax growth rate surpassing the growth in GDP, the tax buoyancy
factor rose to 1.81. This rise in tax compliance has been attributed to the various measures
taken by the Union government to increase compliance, including better gathering of information
about sources of income, ease of getting refunds, and lowering of various other tax compliance
costs. The total direct tax collection is estimated to be over 10 lakh crore in 2017-18, an increase
of about 18% from the previous year.

The widening of the tax base is clearly good news for a government which, from the very
beginning of its tenure, has declared its intent to improve tax collections. But the contribution of
direct taxes to the total amount of taxes collected by the government, which is currently 52.29%,
is still below what it was when Narendra Modi became Prime Minister. In fact, the share of direct
taxes has fallen every single year since 2013-14, except this year. It is also far too low when
compared to its peak of over 60% in 2009-10. In other words, most of the rise in the total tax
collection in the last few years has come from indirect tax collections. This year, direct tax
collection increased at a higher rate compared to the collection of indirect taxes. Going forward,
a further increase in the share of direct taxes will help the government to lower regressive
indirect taxes that impose a significant burden on the poor. Direct taxes are also a better choice
from the standpoint of economic efficiency as they help avoid the severe distortionary effects of
indirect taxes such as the Goods and Services Tax. Amidst increasing global tax competition,
India is likely to face pressure to bring down corporate tax rates if it wants to maintain its stature
as an attractive investment destination. Efforts to draft a new direct tax code, however, are yet to
yield fruit due to bureaucratic delays. The government will do well to address this issue.
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Source : www.livemint.com Date : 2018-10-24

OPINION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

Last week’s Reserve Bank of India (RBI) guidelines on interoperability of prepaid payment
instruments (PPIs) was a much-awaited step under the revised PPI road map announced in
December 2017. Individuals can now freely move money from a know-your-customer (KYC)-
compliant digital wallet offered by one company to those run by another and, eventually, to bank
accounts.

This move will strongly benefit consumers, allowing them to seamlessly transfer money between
different instruments, rather than be locked into a particular provider. It will also expand the
digitization of small-value person-to-merchant transactions such as taxi rides and grocery
purchases. However, we also need to carefully consider the long-term implications of the move.

Firstly, interoperability will accelerate wallet companies’ move towards alternative sources of
revenue. Some wallets have started focussing on revenues from multiple sources such as e-
commerce, bill payments, insurance, wealth management and lending. Payments has, therefore,
become the trojan horse that brings in customers and data, but not necessarily revenue.

Secondly, it can increase customer loyalty to a particular service provider. Interoperability
reduces the wallet players’ ability to rely on network effects for user retention.

However, it can make the wallet ‘sticky’ by reducing a consumer’s incentive to switch to another
provider. Over time, the wallet can become the one-stop shop for a wide range of digital
transactions. This can be used to build a detailed profile of the individual and advertise other
services such as merchandise, tickets, loans, etc. Payment interoperability, without data
portability, can therefore strengthen the larger players.

Thirdly, it will bring millions of new customers online. Economically speaking, the growth efforts
of various digital payments players will now be ‘strategic complements’ – i.e. growth by any one
firm will benefit the others as well. The industry will move towards a low-margin environment,
directly benefitting millions of customers. However, under-investment in service quality, and
potentially data security, are possible unintended consequences of such competition. The
National Payments Corp. of India (NPCI) will constantly need to evolve and grow the unified
payments interface (UPI) platform in response to India’s burgeoning digital payments demand.

Finally, more digital transactions will create increasing amounts of data. Digital payments firms
will seek to capture the data to create accurate profiles of individuals. An individual’s financial
data is among her most sensitive information, since it can be used to deduce her income, tastes
and activities. Therefore, regulation around the collection and usage of data is urgently required
to protect individuals.

None of this takes away from the timeliness and benefits of the new guidelines. Regulators need
to monitor the long-term consequences, so that individuals are protected and empowered in the
days to come.

RBI will need to work closely with NPCI and the proposed data protection authority to achieve
this.

Subhashish Bhadra is an investment principal at Omidyar Network.
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Source : www.thehindu.com Date : 2018-10-24

ONLY 32% OF INDIA IS RESILIENT TO DROUGHT
Relevant for: Indian Economy | Topic: Different types of Irrigation & Irrigation systems storage

The state of a pond in Chittoor taluk,   | Photo Credit: C. Ratheesh Kumar

The increasing variations in rainfall, frequent drought and heat waves along with changes in
evapotranspiration tend to alter the hydrological balance. This is turn affects the ecosystem
productivity. A study was therefore carried out in India to assess the resilience of terrestrial
ecosystem to drought at the district and State level.

Based on data from 2000 to 2014, only 241 of 634 (about 38%) districts were found to be
resilient to drought or dry conditions. The remaining 62% of districts were non-resilient to varying
degrees — slight (180 districts), moderate (80 districts) and severe (133 districts). While the
resilient districts covered nearly 32% of the area of India, the remaining 68% was non-resilient,
with the severely non-resilient districts alone covering nearly 30% of India. And only 10 of the 29
States and Union Territories had more than 50% resilient area.

In a paper published in Journal of Hydrology, researchers looked at biomass and
evapotranspiration to understand how efficiently water was used by vegetation. Based on this, a
two-member team led by Dr. Manish Kumar Goyal from the Indian Institute of Technology (IIT)
Indore found a large spatial variation in ecosystem’s ability to sustain drought.

In general, districts with predominant forest cover had better resilience than those districts were
cropland dominated. The study found about 75 districts had forest cover that was greater than
40% of the district area, and more than half of such districts were resilient. In contrast, about
65% of the districts with less than 20% forest cover were non-resilient.

“A resilient ecosystem is one which can absorb drought by increasing or maintaining its
efficiency to use water to sustain its productivity,” Dr. Goyal said.

Since forests, in general, have greater resilience, most of the districts in the forest-dominated
northeast and north India were either resilient or slightly non-resilient. In contrast, the western
part of India dominated by arid and semi-arid regions were non-resilient; some parts of eastern
States were also non-resilient. Only 35% of cropland-dominated districts were found to be
resilient.

At 42%, districts with temperate climate had a higher tendency to be resilient than the ones with
tropical (32%) and dry (38%) climate. About 48% of the country’s districts have temperate
climate followed by tropical (30%) and dry (20%).

Despite the dense forest cover in the Western Ghats, Kerala had only about 19% resilience
while Sikkim had 100%. At 17%, Karnataka had even lesser resilience than Kerala. “Solar
radiation has much more controlling factor in the Western Ghats. Also, the evapotranspiration is
higher in the Western Ghats than in northeast,” Prof. Goyal said.

In general, States in the lower Himalayan regions had higher resilient areas. Besides, Sikkim,
Punjab (88%), Haryana (76%), Uttarakhand (75%), Himachal Pradesh (73%), and Arunachal
Pradesh (64%) had more areas that were resilient. In the South, Tamil Nadu led the table with
nearly 57% resilience followed by Andhra Pradesh (53%) and Telangana (49%).
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Source : www.thehindu.com Date : 2018-10-25

NOD FOR PANEL ON SUSTAINABLE DEVELOPMENT
GOALS

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Demographic Economics &
various Indexes

The Union Cabinet on Wednesday approved the setting up of a high-level steering committee
chaired by the Chief Statistician of India and Secretary to the Ministry of Statistics and
Programme Implementation (MoSPI) to review if India was on track to achieving the United
Nations Sustainable Development Goals (SDG). The panel would also decide if there was a
need to “refine” indicators by reviewing the National Indicator Framework (NIF) periodically,
according to a press release announcing the Cabinet decision.

The SDGs are a list of 17 goals, which include the elimination of poverty, ending hunger,
ensuring provision of quality education, clean water and sanitation, that countries, including
India, must achieve by 2030.

The steering committee would recommend measures to “mainstream” SDGs into ongoing
national policies, programmes and strategic action plans to address the developmental
challenges.
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Source : www.thehindu.com Date : 2018-10-25

CENTRE’S NOD FOR RS. 7,522 CR. FISHERIES FUND
Relevant for: Indian Economy | Topic: Economics of Animal-Rearing incl. White, Blue & Pink Revolutions

The Centre has set up a Rs. 7,522-crore fund to create infrastructure facilities for the fisheries
sector and help boost annual fish production to 20 million tonnes by 2022-23 from the current
production of 11.4 million tonnes.

The establishment of the Fisheries and Aquaculture Infrastructure Development Fund was
approved by the Cabinet Committee on Economic Affairs on Wednesday, said an official
statement. Loan lending will be over a period of five years till 2022-23 and maximum repayment
will be over a period of 12 years, inclusive of a moratorium of two years on repayment of
principal.
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Source : www.pib.nic.in Date : 2018-10-25

THE ENTIRE FARMING SECTOR NEEDS A NEW
ORIENTATION: VICE PRESIDENT

Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

Vice President's Secretariat

The entire farming sector needs a new orientation: Vice
President

“Technology must spread quickly to enable farmers to
harness its potential”

Posted On: 24 OCT 2018 3:43PM by PIB Mumbai

“The entire farming sector needs a new orientation.  We need precision in targeting our efforts”,
said Vice President Shri M. Venkaiah Naidu today in Mumbai. He was addressing an
International Conference of Asia Pacific Federation for Information Technology in Agriculture
(AFITA) and World Congress on Computers in Agriculture (WCCA), organized at Indian Institute
of Technology Bombay. The theme of the conference was “Research Frontiers in Precision
Agriculture”.

“Precision Agriculture or site-specific crop management is the key to optimally manage
resources for better yields, reducing pollution and saving environment”, said the Vice President.

He also stated that the huge rural-urban divide cannot be sustained any longer. Technology
must spread quickly to the rural population so as to enable farmers to harness its potential.

He further said that state-of-the-art technology must be adopted to make agriculture sustainable
and profitable.

This will help in sustaining food security and enhancing livelihood opportunities. He stressed the
need for diversification in farming sector, into areas such as fisheries, dairy and poultry to
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supplement on-farm incomes.

By using the power of technology, farmers’ welfare, which is essential for the overall growth of
the Indian economy, has to be ensured. “The Indian farmer should be able to use new tools,
new gadgets and make farming more cost-effective; technological tools can help in providing
farmers with vital information relating to weather and marketing, which are the two most
important factors in ensuring enhanced incomes to farmers”, the Vice President added.

There is a need to increase output per hectare in India as it is low compared to other countries.
Shri Naidu said that access to modern technology, judicious use of water, energy and efficient
use of various inputs like seedsare needed to enhance productivity. He said it is important to link
the forward leap in agricultural productivity with digital applications and technological
innovations.

He also stated that the Government has initiated several programmes to make agriculture
sustainable and profitable. He said that schemes like PMKSY’s Per Drop More Crop involve
precision agriculture practices.

Governor of Maharashtra, Shri Ch. Vidyasagar Rao and Minister for Higher & Technical
Education, Government of Maharashtra, Shri Vinod Tawde were also present on the occasion
as Guests of Honour.

***

DJM/NS/IJ

(Release ID: 1550522) Visitor Counter : 70

Read this release in: Marathi
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Source : www.pib.nic.in Date : 2018-10-25

CREATION OF FISHERIES AND AQUACULTURE
INFRASTRUCTURE DEVELOPMENT FUND (FIDF)

Relevant for: Indian Economy | Topic: Economics of Animal-Rearing incl. White, Blue & Pink Revolutions

Cabinet Committee on Economic Affairs (CCEA)

Creation of Fisheries and Aquaculture Infrastructure
Development Fund (FIDF)

Posted On: 24 OCT 2018 1:22PM by PIB Delhi

The Cabinet Committee on Economic Affairs chaired by the Prime Minister Shri Narendra Modi
has given its approval for creation of special  Fisheries and Aquaculture Infrastructure
Development Fund (FIDF).

 

The approval entails an estimated fund size of Rs.7,522 crore, comprising Rs.5,266.40 crore to
be raised by the Nodal Loaning Entities (NLEs), Rs. 1,316.6 crore beneficiaries contribution
and Rs.939.48 crore budgetary support from the Government of India.  National Bank for
Agriculture and Rural Development (NABARD), National Cooperatives Development
Corporation (NCDC) and all scheduled Banks (hereinafter referred as Banks) shall be the nodal
Loaning Entities.

 

Benefits:

Creation of fisheries infrastructure facilities both in marine and Inland fisheries sectors.●

To augment fish production to achieve its target of 15 million tonne by 2020 set under the
Blue Revolution; and to achieve a sustainable growth of 8% -9% thereafter to reach the fish
production to the level of about 20 MMT by 2022-23.

●

Employment opportunities to over 9.40 lakh fishers/fishermen/fisherfolk and other
entrepreneurs in fishing and allied activities.

●

To attract private investment in creation and management of fisheries infrastructure
facilities.

●

Adoption of new technologies.●

 

FIDF would provide concessional finance to State Governments / UTs and State entities,
cooperatives, individuals and entrepreneurs etc., for taking up of the identified investment
activities of fisheries development.  Under FIDF, loan lending will be over a period of five years
from 2018-19 to 2022-23 and maximum repayment will be over a period of 12 years inclusive of
moratorium of two years on repayment of principal.

*************

NW/AKT/SH
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Source : www.pib.nic.in Date : 2018-10-25

CABINET APPROVES APPOINTMENT OF
ADJUDICATING AUTHORITY AND ESTABLISHMENT OF
APPELLATE TRIBUNAL UNDER PROHIBITION OF
BENAMI PROPERTY TRANSACTIONS ACT, 1988

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Taxation & Black Money

Cabinet

Cabinet approves appointment of Adjudicating Authority
and establishment of Appellate Tribunal under Prohibition
of Benami Property Transactions Act, 1988

Posted On: 24 OCT 2018 1:20PM by PIB Delhi

The Union Cabinet chaired by Prime Minister Shri Narendra Modi has approved the
appointment of Adjudicating Authority and establishment of Appellate Tribunal under
Prohibition of Benami Property Transactions Act(PBPT), 1988.

 

Salient Features:

 

Appointment of an Adjudicating Authority, along with the three additional Benches
and to establish the Appellate Tribunal under the PBPT Act;

i.

To provide the officers and employees to Adjudicating Authority, Benches of the
Adjudicating Authority and Appellate Tribunal by diverting the existing posts at
the same level/rank from the Income Tax Deptt./Central Board of Direct Taxes
(CBDT);

ii.

The Adjudicating Authority and Appellate Tribunal shall sit in the National Capital
Territory of Delhi (NCTD). Benches of Adjudicating Authority may sit in Kolkata,
Mumbai and Chennai, and the necessary notification in this regard shall be
issued after making consultation with the Chairperson of the proposed
Adjudicating Authority.

iii.

 

Benefits:

 

 The approval will result in effective and better administration of cases referred to the
Adjudicating Authority and speedy disposal of appeals filed against the order of the
Adjudicating Authority before the Appellate Tribunal.



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

 

Appointment of the Adjudicating Authority would provide first stage review of
administrative action under the PBPT Act. Establishment of the proposed Appellate
Tribunal would provide an appellate mechanism for the order passed by the
Adjudicating Authority under the PBPT Act.

 

*************
 

NW/AKT/SH

(Release ID: 1550449) Visitor Counter : 404

Read this release in: Malayalam , Marathi , Gujarati , Tamil
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Source : www.pib.nic.in Date : 2018-10-25

CABINET APPROVES NATIONAL MONITORING
FRAMEWORK ON SUSTAINABLE DEVELOPMENT
GOALS

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Demographic Economics &
various Indexes

Cabinet

Cabinet approves National Monitoring Framework on
Sustainable Development Goals

Posted On: 24 OCT 2018 1:06PM by PIB Delhi

The Union Cabinet chaired by the Prime Minister Shri Narendra Modi has approved
the constitution of a High Level Steering Committeefor periodically reviewing and
refining the National Indicator Framework (NIF) for monitoring of Sustainable
Development Goals (SDGs) with associated targets.

 

The High Level Steering Committee will be chaired by Chief Statistician of India and
Secretary, Ministry of Statistics and Programme Implementation (MoSPI), with the
Secretaries of data source Ministriesand NITI Aayogas members and Secretaries of
other related Ministries as special invitees, with function of reviewing of National
Indicator Framework including refinement of the indicators from time to time.

 

Targets:

 

Measures to mainstream SDGs into on-going national policies, programmes and
strategic action plans to address the developmental challenges.

a.

Statistical indicators of NIF will be the backbone of monitoring of SDGs at the
national and state level and will scientifically measure the outcomes of the
policies to achieve the targets under different SDGs.

b.

Based on statistical indicator, the MoSPI will bring out national reports on
implementation of SDGs. The Report will facilitate assessment of progress,
identify challenges and give recommendations for follow up at the national level.

c.

High Level Steering Committee will review the National Indicator Framework on
regular basis for its improvement.

d.

Data source Ministries / Departments will be responsible for providing regular
information to MoSPI on these indicators at required intervals and
disaggregation for national and sub-national reporting of SDGs.

e.
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Advanced IT tools will be used for close and effective monitoring.f.
 

Major impact:

 

SDGs integrate economic, social and environmental dimensions of development.
It intends eradicating poverty and promoting prosperity in a changing world with
basic motto of 'SabkaSaathSabkaVikash'.

a.

SDGs with 17 Goals and 169 Targets intend for promotion of sustainable,
inclusive and equitable economic growth, creating greater opportunities for all,
reducing inequalities, raising basic standards of living, fostering equitable social
development and inclusion, promoting integrated and sustainable management
of natural resources and ecosystems.

b.

NIF will help in outcome-based monitoring & reportingon progress on SDGs at
National level.

c.

 

There is no direct financial implication on implementation of the National Indicator
Framework.  However, the respective Ministries will need to re-align and strengthen
their data systemsto facilitate monitoring of the SDG indicators.

 

SDGs are expected to bring change in the lives of people and the monitoring of
progress of implementation of SDGs will benefit the entire nation.

 

Background:

 

At the Millennium Summit held in 2000 at the UN Headquarters in New York, eight
development goals known as the 'Millennium Development Goals' (MDGs) were
adopted, which formed the blueprint for countries to pursue their national
development strategies from 2000 to 2015. The MDGscomprised eight Goals and
addressed various development issues. The MDGs targets were unevenly achieved
across the countries and a need was felt to start fresh discussions to assess the
usefulness of the MDGs and to explore possible successor to guide development
cooperation in the world beyond 2015.

 

The UN General Assemblyin its 70thSession considered and adopted the Sustainable
Development Goals(SDGs) for the next 15 years. The 17 SDGs came into force with
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effect from 1stJanuary, 2016.Though not legally binding, the SDGs have become de
facto international obligations and have potential to reorient domestic spending
priorities of the countries during the next fifteen years. Countries are expected to take
ownership and establish a national framework for achieving these Goals.
Implementation and success will rely on countries' own sustainable development
policies, plans and programmes. Countries would be responsible for follow-up and
review at the national level, with regard to the progress made in implementing the
Goals and targets. Actions at the national level to monitor progress under SDGs will
require quality, accessible and timely data.

 

*************
 

NW/AKT/SH

(Release ID: 1550434) Visitor Counter : 750

Read this release in: Marathi , Gujarati , Tamil
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Source : www.indianexpress.com Date : 2018-10-26

GLAD TIDINGS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Taxation & Black Money

Help my 8-year-old daughter fight Thalassemia with a Bone Marrow Transplant

Data released by the Income Tax Department for three assessment years — 2013-14 to 2016-
17 — shows a surge in the number of taxpayers and tax returns filed and in the number of
taxpayers who declared an income of over Rs 1 crore. During the three-year period, the number
of salaried taxpayers rose from 1.70 crore in 2013-14 to 2.33 crore in FY 17, a growth of 37 per
cent, while the number of non-salaried taxpayers grew at 19 per cent from 1.95 crore in 2013-14
to 2.33 crore in 2016-17. The average income declared by salaried taxpayers was up 19 per
cent from Rs 5.76 lakh to Rs 6.84 lakh while that of the non-salaried grew more modestly at 27
per cent from Rs 4.11 lakh to 5.23 lakh during this review period. The tax department data also
shows a rise in the number of taxpayers who declared an income of over Rs 1 crore in their tax
returns for FY 17 — at 1.4 lakh — a 60 per cent jump over three years while the number of
taxpayers reporting an income of over Rs 1 crore rose 68 per cent to 81,344, an indication of the
widening of the tax base.

Better compliance, especially among the salaried class, and a more robust audit trail over the
last few years appear to have helped, with the Central Board of Direct Taxes (CBDT) saying that
the improved numbers owed to non-intrusive administrative and enforcement measures taken by
the Income Tax Department. Some of it could be because of the department’s Operation Clean
Money to identify black money after November 2016 using data related to cash deposits in
banks. The tax department reckons that some of these efforts have led to a deepening and
widening of the tax base and reflected in higher revenues. However, any celebration may be a
bit premature. The fact is that the direct tax to GDP ratio after peaking at 6.67 per cent in 2007-
08 at the height of the boom years has since then been hovering at close to 5.8 per cent. And it
is not yet clear whether it will stabilise at this level or the gains are permanent in nature. That will
hinge on an upturn in growth and improved corporate profits. Other structural weaknesses, such
as the coverage of smaller firms in the tax net and the elimination of a range of exemptions, will
have to be addressed for raising the tax to GDP ratio.

Over the next few years, it should also be clear whether the implementation of GST has a
knock-on impact on direct tax collections. There have been welcome measures like electronic
assessment, with the government extending the scheme to more cities in the country. To ensure
that the current trend is an enduring one, the government will have to focus more on investment
activity and on reigniting the animal spirits of entrepreneurs. A higher tax base and revenues are
critical to meeting the deficit targets and to ensure fiscal consolidation.
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Source : www.livemint.com Date : 2018-10-26

OPINION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

In the last few weeks, Indian non-banking financial companies (NBFCs), especially housing
finance companies, have witnessed a fall in valuations and rising bond yields. Liquidity for
NBFCs has also significantly contracted across the board. Yields on AAA rated commercial
papers (CPs) of NBFCs have risen from less than 7.5% in the beginning of September to almost
8.3% now, an increase of 80 basis points. For the first time since 2014, corporate bond
issuances have turned negative for the quarter ended June 2018. The liability profile of large,
non-deposit taking NBFCs significantly comprises wholesale funding, with debentures
accounting for nearly half of it (Reserve Bank of India Report on Trends and Progress of
Banking in India, 2017). This is not a problem in itself, but for certain types of NBFCs, such as
housing finance and infrastructure financing companies, asset-liability mismatches can be
severe, especially given the near-absence of markets for long-tenure paper, and payments on
short-term borrowings come up sooner than repayments from loans originated. This, coupled
with the illiquidity in corporate bond markets, makes NBFCs particularly vulnerable to market
reactions, unlike banks, which has access to both retail deposits and the liquidity facility of the
Reserve Bank of India (RBI). Despite these challenges, the NBFC sector has been faring well on
three counts.

One, the banking sector is struggling to grow their lending book under the weight of persistent
non performing assets (NPAs), and NBFCs are beginning to meet the consequent unmet
demand for credit across a variety of sectors and ensuring continuing credit flows to the real
economy.

Two, NBFCs have been maintaining low net NPA ratios of 3.5% unlike their banking sector
counterparts, where net NPAs continue to remain stubbornly high at 6.1% (RBI Financial
Stability Report, June 2018).

Three, NBFCs have been found to be relatively more resilient to stress applied for credit risk as
observed by the RBI in its financial stability reports of the past two years. NBFCs, even under
severe stress conditions, continued to remain stable, buoyed by high economic capital levels
hovering above 20% against a regulatory requirement of 15%. Banks, under stress scenarios,
did not have such a cushion to fall back on.

Given the above context, there have been some calls, and rightly so, for providing the RBI’s
lender of last resort (LOLR) facilities to NBFCs. However, we need to keep in mind that merely
providing LOLR facilities to NBFCs, such as the liquidity adjustment facility and the marginal
standing facility, would lead to behaviour consistent with moral hazard, because without demand
liabilities, an LOLR disincentivises efficient liquidity management. This also creates
inconsistency in regulatory treatment between banks and NBFCs, which unlike banks, do not
have restrictions like statutory liquidity ratio. We, therefore, need a solution that is more holistic,
long term and non-distortionary.

In this regard, it is worth bringing back to the table and considering wholesale bank licensing for
India, an idea first floated by the the RBI Committee for Comprehensive Financial Services for
Small Businesses and Low Income Households in 2014.

The committee envisaged these licensees to be like universal banks on their asset side with
freedoms to originate a variety of assets, but with important differences for their liabilities side.
Without permissions to access retail deposits, liabilities would comprise wholesale demand
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deposits (of minimum 5 crore, which is large enough to keep retail depositors at bay, but small
enough to ensure a diversified depositor base) and other wholesale funding instruments. This
obviates the need to apply micro prudential tools, which are needed when public retail deposits
are accessed.

For instance, the high net owned funds (NOF) requirement of 500 crore can now be brought
down to 50-100 crore. Under such a construct, the wholesale bank licensee would have access
to RBI’s LOLR facility. The committee identified two categories within the wholesale banks,
namely wholesale consumer banks and wholesale investment banks, which differed from each
other in the nature of assets originated. While the former would originate retail loans, the latter
would originate infrastructure and/or corporate loans. The limited construct of the wholesale
investment bank was later taken up by the RBI and put forward in the form of the wholesale
lending and term financing (WLTF) banks, in its discussion paper in April 2017.

However, the current construct envisaged by the RBI is extremely limiting with NOF
requirements that are double that of universal banks, and restrictions that disallow origination
beyond infrastructure and corporate sectors.

NBFCs have been able to complement the credit intermediation by banks by serving regions,
sectors and customer segments that banks have either been unable or unwilling to serve
profitably. Yet, as the recent episode revealed, these entities are particularly vulnerable to
wholesale funding constraints in the form of high and volatile borrowing costs even when there is
no concomitant deterioration in asset quality.

The regulator would do well to revive the wholesale bank idea and provide a pathway for some
of the larger and better-run NBFCs to transform into wholesale banks with a cleaner design of
wholesale demand liabilities supported with LOLR and business strategy driven choice of
lending book. Such a transition would ensure that these important institutions now have a more
permanent and stable way of dealing with their funding problems. With this, the RBI can get a
better grip over potential contagion risks while supporting the banking system on its slow path to
recovery.

Deepti George and Madhu Srinivas are, respectively, head of policy and policy analyst at Dvara
Research.
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Source : www.pib.nic.in Date : 2018-10-26

INDIA AND BANGLADESH SIGN AGREEMENTS FOR
ENHANCING INLAND AND COASTAL WATERWAYS
CONNECTIVITY

Relevant for: Indian Economy | Topic: Infrastructure: Ports & Waterways

Ministry of Shipping

India and Bangladesh Sign Agreements for Enhancing
Inland and Coastal Waterways Connectivity

Posted On: 25 OCT 2018 6:36PM by PIB Delhi

India and Bangladesh signed several milestone agreements today, for enhancing inland and
coastal waterways connectivity between the two countries for trade and cruise movements.
Briefing media persons in New Delhi this evening, Shipping Secretary Shri Gopal Krishna, and
his Bangladesh counterpart Shri Md. AbdusSamadinformed that the two countries have signed
an agreement to use Chattogram and Mongla Ports in Bangladesh for movement of goods to
and from India. A Standard Operating Procedure (SOP) has also been signed for movement of
passenger and cruise services. In addition to this, an addendum to ‘Protocol on Inland Water
Transit and Trade’ (PIWTT) between India and Bangladesh has been signed for inclusion of
Dhubriin India and Pangaonin Bangladesh as new Ports of Call.  These agreements will facilitate
easier   movement of goods and passengers between the two countries, giving an impetus to
trade and tourism.

The two sides agreed to consider inclusion of Rupnarayanriver (National Waterway-86) from
Geonkhali to Kolaghat in the protocol route and to declare Kolaghatin West Bengal as new Port
of Call. Chilmari was agreed to as a port of call in Bangladesh. The new arrangement will
facilitate movement of flyash, cement, construction materials etc from India to Bangladesh
through IWT on Rupnarayanriver. Further, both sides agreed to declare Badarpur on river Barak
(NW 16)    as an Extended Port of Call of Karimganj in Assam and Ghorasal of Ashuganj  in
Bangladesh on reciprocal basis.  The Indian side proposed for extension of the protocol routes
from Kolkata uptoSilchar in Assam.  Currently 3.5 MMT cargo is transported on protocol routes
through inland waterways which is expected to increase substantially after the declaration of
additional Ports of Call and extension of protocol routes. The North Eastern states would get
connected to directly to the ports of Kolkata and Haldia in India and Mongla in Bangladesh
through waterways which would facilitate movement EXIM cargo and would also reduce the
logistic costs.

In another important understanding reached at between the two countries, the Standard
Operating Procedure (SOP) for movement of passengers and cruise vessels on Inland Protocol
route and coastal shipping routes have been finalised. These river cruise services are likely to
commence between Kolkata – Dhaka - Guwahati – Jorhat and back.

It was also agreed that a Joint Technical Committee will explore the technical feasibility of
operationalisation of Dhulian-Rajshahi protocol route uptoAricha. and the reconstruction and
opening up of Jangipur navigational lock on river Bhagirathi subject to the provisions of the
Treaty between India and Bangladesh on Sharing of Ganga Waters at Farakka,1996. This move
has the potential to reduce the distance to Assam by more than 450 kms on the protocol routes.
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It was also decided that a Project Management Consultant for supervision and monitoring of
dredging of Ashuganj-Zakiganj and Sirajganj-Daikhowa stretches of Indo-Bangladesh Protocol
Route in Bangladesh will be engaged with 80 % financial contribution from India and rest by
Bangladesh. A Joint Monitoring Committee has also been constituted for overall monitoring of
the dredging works.

To bring about significant reduction in logistics cost and faster delivery of Bangladesh export
cargo, Indian side raised the point regarding permitting ‘Third country’ EXIM Trade under
Coastal Shipping Agreementand PIWTT by allowing transhipment through ports on the East
Cost of India.   Bangladesh agreed to hold stakeholder consultations and revert on the matter.

 

Both sides have also agreed for development of Jogighopa as a hub/trans-shipment terminal for
movement of cargo to Assam, Arunachal Pradesh, Nagaland and Bhutan and notifying
Munsiganj River terminal by Bangladesh Customs for routing third party Exim cargo through
Kolkata Port.

Discussions were also held to make Nakugaon Land Port in Bangladesh and Dalu ICP (India)
operational and to connect Gelephu (Bhutan) as tripartite cross-border route.

Permission for the transportation of third country cargo on protocol routes and coastal shipping
routes were also discussed. Inclusion of Dhamra Port, V.O. Chidambaranar Port (formerly
Tuticorin Port) and Kamarajar Port under Coastal Shipping Agreement was also deliberated
upon. These will be further discussed in Joint Shipping Committee meeting scheduled in
December, 2018.

Prior to the Secretary Shipping level talks held today, the 19th edition of the Standing Committee
meeting under ‘Protocol on Inland Water Transit and Trade’ (PIWTT) between high level
delegations of the two countries were held yesterday. The daylong meeting was attended by
representatives of Ministries of Shipping, External Affairs, Home, Finance, DONER and Inland
Waterways Authority of India (IWAI) and officials from Bangladesh belonging to Ministry of
Shipping, Board of Revenue, DG (Shipping) and Bangladesh Inland Water Transport Authority
(BIWTA).

*****

NP/MS

(Release ID: 1550795) Visitor Counter : 355

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

Source : www.pib.nic.in Date : 2018-10-27

TO ACHIEVE THE GOAL OF DOUBLING FARMERS’
INCOME, THE AGRICULTURE BUDGET HAS BEEN
ENHANCED BY 74.5%: RADHA MOHAN SINGH

Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

Ministry of Agriculture & Farmers Welfare

To achieve the goal of doubling farmers’ income, the
agriculture budget has been enhanced by 74.5%: Radha
Mohan Singh

Paramparagat Krishi Vikas Yojana (PKVY) is being
implemented with a view to promote organic farming in the
country

Posted On: 26 OCT 2018 5:22PM by PIB Delhi

Union Agriculture & Farmers Welfare Minister Shri Radha Mohan Singh has said  that with an
aim to double farmers’ income, the budget outlay of the agriculture sector has been enhanced
by 74.5% to Rs 2,11,694 crore during 2014-2019 as compared to Rs 1,21,082 crore during
2009-2014. On the occasion of inauguration ceremony of Krishi Kumbh 2018 organised in
Lucknow, Uttar Pradesh today he said that the Government is implementing various schemes to
ensure higher gains for farmers. The Soil Health Card (SHC) ensures judicious use of fertilizer
application thus saving money for farmers. Neem-coated urea is being promoted as it enhances
availability of nitrogen to the crop and reduces cost of fertilizer application. Paramparagat  Krishi
Vikas Yojana (PKVY) is being implemented with a view to promote organic farming in the
country.  This will improve soil health and organic matter content, and by receiving premium
prices, net income of farmer will also increase. Realizing the possibility of organic farming in the
northeast, Mission Organic Value Chain Development for North Eastern Region (MOVCD-NER)
has been initiated.
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He added that the National Agriculture Market scheme (e-NAM) has revolutionized agri-markets
by ensuring better price discovery, bringing in transparency and competition in order to enable
farmers to get better remuneration for their produce thereby moving towards ‘One Nation One
Market.’ The Gramin Agricultural Markets (GrAMs), electronically linked to e-NAM portal and
exempted from regulations of Agriculture Produce Marketing Committees (APMCs), provides
farmers facility to make direct sale to consumers and bulk purchasers. Giving further boost to
farmers’ income, the government also increased MSP of all Kharif and Rabi crops for 2018-19
season by at least 150% of the cost of production.

The Minister said that Pradhan Mantri Fasal Bima Yojana (PMFBY) &  Restructured Weather
Based Crop Insurance Scheme (RWCIS) provide insurance cover at all stages of the crop cycle
including post-harvest risks to farmers at very low rates of premium. The government provides
total interest subvention up to 5% (inclusive of 3% prompt repayment incentive) on short-term
crop loans up to Rs 3 lakh. Thus, loan is available to farmers at a reduced rate of 4% per annum
on prompt repayment.

*****
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Source : www.pib.nic.in Date : 2018-10-27

HEALTH OF TOP SOIL, WATER USAGE AND CLIMATE
CHANGE ARE CHALLENGES FACING INDIAN
AGRICULTURE: SURESH PRABHU

Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

Ministry of Commerce & Industry

Health of Top Soil, Water Usage and Climate Change are
Challenges Facing Indian Agriculture: Suresh Prabhu

Posted On: 26 OCT 2018 4:36PM by PIB Delhi

Suresh Prabhuspeaking at the World Agriculture Prize function in New Delhi

         

The majority of the population of India still depends on agriculture, therefore the ills plaguing
Indian agriculture have to be dealt with urgently. Restoration of health of top soil, optimum use of
water and climate change are the three major challenges facing the agriculture sector, said
Suresh Prabhu, Union Minister of Commerce & Industry and Civil Aviation, in New Delhi today.
He was speaking at a function organized to honour Indian geneticist, international administrator
and Father of the Green Revolution in India, Dr. M.S. Swaminathan.

Recalling the contribution of Dr. Swaminathan to increase production of food grains in the
country, the Commerce Minister said that as a consequence of the Green Revolution, India
became self-reliant in food production in about 15 years. The Minister further said that
today India produces 600 MT of agricultural produce and has the capacity to export the excess
production to the world. The Commerce Ministry is ready with an Agriculture Export Policy so
that farmer’s income can be doubled by 2022. He further said that the various schemes
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introduced by the Government like Krishi Sinchai Yojana, Fasal Bima Yojana, Paramparagat
Krishi Vikas Yojana, Soil Health Card, Kisan Credit Card and eNAM will make agriculture a
profitable venture.

The very first, World Agriculture Prize, was given to Dr. M.S. Swaminathan by Vice President of
India, M. Venkaiah Naidu at the function today. Governor of Kerala, Justice P. Sathasivam,
Agriculture Minister of Haryana, O. P. Dhankar and DG, ICAR, Dr. Trilochan Mohapatra, were
also present on this occasion.

***
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Source : www.pib.nic.in Date : 2018-10-27

PROF. M.S. SWAMINATHAN IS A VISHWAGURU IN
AGRICULTURE: VICE PRESIDENT

Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

Vice President's Secretariat

Prof. M.S. Swaminathan is a Vishwaguru in Agriculture:
Vice President

Accord the most favoured status to agriculture and give
priority in resource allocation;

Develop climate resilient crops that can withstand extreme
weather conditions;

Agricultural renaissance needed to address hidden hunger
and nutritional deficiencies;

Presents the 1st World Agriculture Prize to eminent
scientist Prof. M.S. Swaminathan

Posted On: 26 OCT 2018 4:16PM by PIB Delhi

The Vice President of India, Shri M. Venkaiah Naidu has called the eminent Agricultural
Scientist, Prof. M.S. Swaminathan is a Vishwa Guru in Agriculture, a teacher and a scholar who
continues to leave his inspirational, ideational thought prints on the world. He was addressing
the gathering after presenting the first World Agriculture Prize to Prof. M.S. Swaminathan,
instituted by the Indian Council of Food and Agriculture, here today.

The Vice President said that Prof. Swaminathan ushered in green revolution and laid a firm
foundation for India’s food security. His vision and lucidity of expression have captivated more
than a whole generation of agricultural scientists, he said.

The Vice President called up on the policy makers to accord highest priority to agriculture as it
provides employment to more than 50% of the population. He urged them to have positive bias
towards agriculture and rural areas while allocating resources. 

We need to accord the most favoured status for agriculture to give impetus to the farmers and
provide infrastructure, irrigation, investment, insurance and credit, the Vice President said.

Stressing the need to re-think the development paradigm and see how we can make agriculture
more economically viable and attractive, Shri Naidu called for regular and effective coordination
between scientists, policy makers and farmers to make it sustainable.
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Concerned over the decrease in number of people engaged in agriculture, the Vice President
called for concerted, coordinated action to address a number of issues that impact the growth of
agriculture sector and the quality of life of people who depend primarily on this sector. 

Talking on the ill effects of climate Change, Shri Naidu said that it is impacting every aspect of
life including agriculture and said asked scientists and policy makers to evolve strategies to cope
with the changing climate, depleting resource base and increasing food demand.

“This calls for policy changes in agriculture sector. We should focus on developing climate
resilient crops. We need to develop crops that can withstand extreme weather conditions,” he
said.

The Vice President said that hidden hunger and nutritional deficiencies are major challenges
before the world. He said that nothing short of an agricultural renaissance and an evergreen
revolution with nutrition as the main component can make us realize this ambitious goal.

The World Agriculture Prize has been instituted by Indian Council of Food and Agriculture to
recognise the contribution of eminent people who served the mankind though agriculture and
allied services.

The Minister for Commerce and Industry, Shri Suresh Prabhu, the Governor of Kerala, Justice
P. Sathasivam, the Minister for Agriculture, Haryana, Shri Om Prakash Dhankar and
representatives of Indian Council of Agriculture and Research & Indian Council of Food and
Agriculture and more than 200 farmers were present on this occasion.

Following is the text of Vice President's address:

"I am extremely happy to participate in this event organized by Indian Council of Food and
Agriculture to award the first World Agriculture Prize to Dr. M.S. Swaminathan, one of world’s
most distinguished agricultural scientists.

I am glad that the World Agriculture Prize has been instituted to recognize outstanding
achievements in the field of agriculture and related sectors.

It is indeed a great honour for me to present this award to the most well known agricultural
scientist of modern India who ushered in green revolution and laid a firm foundation for India’s
food security.  It is indeed our good fortune that Dr. Swaminathan, cast in the mould of ancient
seers of India, continues to guide the country and the world towards an evergreen revolution and
a world without hunger. 

His vision and his voice have inspired many scientists, policy planners and students to quest for
excellence. 

His clarity of thought and lucidity of expression have captivated more than a whole generation of
agricultural scientists.

He is truly in many ways,  a Vishwaguru, a teacher and a scholar who continues to leave his
inspirational, ideational thought prints on the world.

I compliment the jury for selecting him for the first World Agriculture Prize.

Awards and Prizes are not new to Dr. Swaminathan.  He has won countless prizes and a
number of awards.  The institutions that confer awards consider it a privilege he bestows on
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them that he accepts these awards.  Since he is an embodiment of knowledge and humility,
these honours sit lightly on him. 

As you all are aware, Shri Swaminathan has pioneered the introduction of high-yielding varieties
of wheat and rice seedlings in the fields of poor farmers, which led to steep increase in the food
production in the country and paved the way to feed millions of people. 

His continuous efforts to introduce innovative lab-to-land agricultural practices have given us rich
dividends. He played a key role in drawing the attention of the policymakers and agriculture
scientists to protection and conservation of plant genetic resources that are crucial to maintain
biodiversity. 

I fondly remember his statement at a conference in Washington where he had stated that the
future belongs to the countries with grains, not guns. Shri Swaminthan has worked tirelessly to
ensure that quality and affordable food is available to the poor and marginalized sections of the
society.

Dear delegates,

In honouring Dr. Swaminathan, you are focusing on an important theme that is of great
relevance to the world today.

When Dr. Swaminathan was asked as to what the motivation was for the green revolution, he
said, “the motivation was a hunger free India – an India which will not go with the begging bowl,
an India which will not go on with a ship to mouth existence.”

This award, therefore, is a recognition of his dedicated work in making India self-reliant in food
production.

Today’s program is an occasion to reflect on the current challenges in sustaining agriculture
production and move towards an “evergreen revolution”, as Dr. Swaminathan says, in which
productivity is improved without ecological harm.

The agriculture sector needs a big push in India and in other parts of the world. It is obvious that
a concerted, coordinated action is needed on a number of issues that impact the growth of
agriculture sector and the quality of life of people who depend primarily on this sector.

In India, agriculture has traditionally played a vital role in economic development and continues
to do so even till this day. Agriculture, along with fisheries and forestry, is one of the largest
contributors to the Gross Domestic Product (GDP).

The current challenge is to make it more profitable and ecologically sustainable. Being the
second largest country in the world in terms of agricultural output, India is poised to take the lead
in reforming the sector.

Farming or Agriculture contributes about 16% of total GDP and employs nearly 50% of the total
workforce in India. 

Given the nutritional deficiency in the population there is an increasing recognition today that
food production has to be modified to achieve nutrition security. We should reshape the agri-
food system to focus on nutrition as well.

Of late, agriculture has not been a vocation of choice, especially for the youth. The number of
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people engaged in agriculture as a percentage of total employment has been steadily going
down all over the world. From 43% in 1991, it is now a mere 26% in 2017.  In India also, while
nearly 64% of the total workforce was engaged in agriculture in 1991, it was down to 44% in
2017.

We need to re-think the development paradigm and see how we can make agriculture more
economically viable and attractive.  I would like to quote Dr. Swaminathan who had said, in
2001, “Agricultural progress will determine India’s economic and political future.  We can shape
this future in a desirable direction through synergy among technology, public policy and farmers’
cooperative action.  Unless farming becomes both intellectually stimulating through the pathway
of I.T. based precision farming, and economically rewarding through value-addition to primary
produce, it will be difficult to attract or retain youth in farming”.

Irrigation, infrastructure, investment and Insurance sectors need to be strengthened to support
farmers.  We must achieve agricultural intensification and diversification.  Given the small size of
land holdings, it is imperative that we should enhance our productivity and focus on
“intensification”. Increased productivity is possible if farmers have greater access to knowledge,
technology and credit.

It is important to establish coordination among agricultural research institutions, scientists and
Krishi Vigyan Kendras to train and educate farmers. Techniques of precision farming, Zero
budget farming must be made available to farmers.

Steps must be taken to effectively implement the 'National Agriculture Export Policy' formulated
in line with the vision to double the farmers' income and increase the share of agricultural
exports from the present level of about USD 30 billion to over USD 60 billion by 2022.

Here I would like to highlight the need to diversify our food production by moving away from
mono cropping of major cereals to a system that integrates a variety of crops including small
millets, pulses, fruits and vegetables.

Pulses cultivation will not only help in improving nutrient rich food production but also in restoring
nutrient value to the soil.  On the economic side, it will reduce our import burden as nearly six
million tonnes of pulses are being imported.

Dear friends,

We need a multi-pronged approach to address the complex interrelated issues in current
agriculture scenario.

As I consider this the most crucial sector of India economy, I have initiated a National
consultation on crucial issues.

We have successfully completed National consultation on making agriculture sustainable and
profitable. A number of good ideas have emerged.  It is clear that the government will have to
take the lead, as it is doing now, to take concerted action along with other partners and
stakeholders to build a facilitative eco-system to revitalize this sector. Creating adequate
warehousing, cold storage and food processing facilities, enhancing access to timely affordable
credit, dependable power and water resources, good quality seeds and farm equipment can
make a world of a difference. 

However, a major leap forward is possible only with diffusion of knowledge and skills, through
technology – mediated agricultural practices.  This is going to be the game changer in the next
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few years.  More so in the context of climate change and environmental degradation.

Dear friends, Climate change is real and is impacting every aspect of our life. Its impact on bio
diversity is visible. Changes in rainfall patterns, melting glaciers, heating up of soil and rising sea
levels are having a profound impact on farming as well. 

We need to evolve strategies to cope with the changing climate, depleting resource base and
increasing food demand.

This calls for policy changes in agriculture sector. We should focus on developing climate
resilient crops. We need to develop crops that can withstand extreme weather conditions.

Water scarcity and falling water tables have been a key concern in recent years. Niti Aayog's
recent analysis of water use and ranking of the states on a composite water management index
(CWMI) highlights the need to adopt agricultural practices that make optimum use of water.

Although, successive Governments have accorded priority to agriculture right from
independence, there are quite a few challenges that need urgent attention and action. It is time
for all us to get our act together. The Parliament, all political parties, media and scientists should
focus on an integrated approach to agriculture sector and look at productivity as well as the
returns on investment. .

I believe, you have a dedicated session today to discuss the aspects and impacts of climate
change and food security. I hope this august gathering will come out with new ideas to create a
new momentum towards sustainable and profitable agriculture.

Of course, concomitantly, one has to look at other factors that impact agriculture like unchecked
population growth and unsustainable consumption of scarce natural resources.

The world community has committed to 17 sustainable development goals to be achieved by
2030. Goal 2 is to “End hunger, achieve food security and improved nutrition and promote
sustainable agriculture.

Nothing short of an agricultural renaissance and an evergreen revolution with nutrition as the
main component can make us realize this ambitious goal.

Nourishing the 815 million people who are hungry today and many millions of children who are
stunted due to malnutrition are real challenges before all of us.

I am sure visionary activists like Dr. Swaminathan will provide the illumination of possible
pathways we can achieve the zero-hunger goal.

I wish you all have a productive session in which you share ideas that could transform our world
and the world of our farmers for the better.

Jai Hind!"

***

AKT/BK/MS/RK
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Source : www.livemint.com Date : 2018-10-28

OPINION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

Reserve Bank of India (RBI) deputy governor Viral Acharya’s A.D. Shroff Memorial Lecture last
week was the second occasion within a month when he chose to deliver a strong message. This
time, it was on the importance of the central bank’s independence. His earlier remarks at the
Indian Institute of Technology, Bombay, were focused on the prompt corrective action (PCA)
framework. If this is an indication of a shift in the communication strategy, it would be a welcome
change. Communication has not been the biggest strength of the present RBI leadership. As a
sign of tension between the central bank and the government, however, it sounds a cautionary
note.

Acharya’s comments on the importance of the independence of central banks are timely. The
issue is being widely debated globally. US President Donald Trump has often criticized the
Federal Reserve for raising interest rates. European Central Bank president Mario Draghi
recently raised the issue of the threat to central banks’ independence from governments. The
most recent example of what can happen when the government obstructs the central bank is
Turkey. Government interference led to significant overheating in the economy and now requires
painful adjustments.

The basic difference between the approach of a government and central bank is that the latter is
not bound by short-term targets. The government will always want the economy to grow at a
faster rate. But it’s the job of the central bank to have the “punch bowl” removed when the party
starts warming up so that the economy remains on a sustainable growth path. Use of its powers
of money creation and setting the cost of money for short-term benefits can be disastrous for the
economy. Therefore, it is important that central banks have the institutional wherewithal to take
independent decisions in order to be able to maintain price and financial stability.

It is also in the interest of the government that the central bank is seen as taking independent
decisions; sending the right signal here helps maintain macroeconomic stability. In this context,
Acharya rightly noted: “Far-sighted government leaders may be able to reap benefits of
convincing voters about the importance of investing in macroeconomic stability; for instance, by
claiming credit for the long-term nature of financial sector outcomes attained by allowing the
central bank autonomy in decision-making and delivery of its core functions.”

As Acharya highlighted, it is only after deregulation and reforms in the 1990s that monetary
policy in India attained modern features. Over the years, there have been instances of friction
between RBI and government, but analysts should not allow such cases to cloud the bigger
picture. Successive governments deserve credit for appointing outstanding governors. The
present government got the legislation passed to make RBI an inflation targeting central bank
with a monetary policy committee (MPC). This is a confidence booster for markets, given that it
will be more difficult to influence the decision of a committee.

Although these are still early days, the experience so far of adopting the flexible inflation
targeting framework is encouraging. If the MPC manages to keep inflation around the 4% mark
in the medium term, it will significantly benefit the economy. It will not only strengthen
macroeconomic stability but will also lower borrowing cost with a reduction in inflation risk
premium.

That said, the increasingly visible difference of opinion between the government and RBI on
different matters is troubling. In such situations, it would be advisable for the government to



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

avoid forcing decisions that could be seen as undermining the central bank. The central bank
should also explain its position to the government and public at large so that issues can be
debated more widely. The need for better communication cannot be overstated. RBI also needs
to assert its autonomy when required. For example, the MPC took the right call by refusing to
meet finance ministry officials to discuss interest rate policy last year. It would have set a wrong
precedent and would have affected market confidence. RBI has also done well by not diluting
the mechanism for resolution of stressed assets and the PCA framework.

At the global level as well, central banks will have to work hard to maintain their independence.
Since they have become more powerful, and their decisions have wider implications for the
public at large, central banks should be prepared to answer more questions. For example,
doubts are being raised in the advanced economies as to why central banks are not able to
attain their inflation targets. They will have to constantly explain their position and convince
financial markets that what they are doing is right for the economy, especially at a time when the
basic premise of conducting monetary policy is being questioned.

How can central banks preserve their independence? Tell us at views@livemint.com
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Source : www.economictimes.indiatimes.com Date : 2018-10-28

GOVERNMENT EXPECTS RECOVERIES TO EXCEED RS
1.80 LAKH CRORE IN FY19

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

NEW DELHI: Enthused by the impact of new insolvency and bankruptcy law, the government
expects bad loan recoveries to exceed Rs 1.80 lakh crore target for the current financial year, an
official said.

Some big accounts are in the process of getting resolved while some more are lined up for
resolution under the Insolvency and Bankruptcy Code ( IBC), a senior Finance Ministry official
told PTI.

"Going by the success rate, we hope that the recovery would exceed our own target of Rs 1.80
lakh crore through the IBC and other means," the official said citing some of the ongoing
resolution of Essar Steel and Bhushan Power and Steel Ltd.

Banks hopes to write back more than Rs 1 lakh crore alone from the resolution of 12 NPA cases
referred to insolvency proceedings by the RBI in its first list.

Banks recovered Rs 36,551 crore in the first quarter of 2018-19. During 2017-18, banks
recovered Rs 74,562 crore.

Satisfied with the progress of IBC, Finance Minister Arun Jaitley had said "now people have
become broadly aware that the rules of the game in India have changed. The banks won't chase
you anymore, you will have to chase them."

As a result of this, recoveries have picked up, he had said, adding, recoveries are not just
because resolutions have taken place in the NCLT but they have also picked up because of fear
that if they cross redline they will be condemned to IBC process.

"The unintended consequence was that potential defaulters started realising that the moment
you cross the redline, at least you will go out, and never get back. And if you have seen the last
quarter or two, potential defaulters are begging, borrowing and stealing and paying back. And
that's why the banks have started getting monies even outside the NCLT system from potential
defaulters not wanting to cross the redline," he had said.

From the first list, two big cases Essar Steel and Bhushan Power and Steel Ltd are at the final
stages of resolution, while Binani Cement and Jaypee Infratech are also under the process.

Lenders are expecting to recover almost 86 per cent of the Rs 49,000 crore loan in case of
Essar Steel. ArcelorMittal has agreed to pay a total of Rs 50,000 crore, including a Rs 8,000
crore capital infusion, to acquire the firm.

In the initial round of bidding, Bhushan Power and Steel had got bids of Rs 11,000 crore from
JSW Steel, Rs 17,000 crore from Tata Steel and Rs 18,500 crore from Liberty House. JSW
Steel had subsequently revised its bid to Rs 19,700 crore.

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 per cent of total NPAs of
banks.
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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 NCLT. These accounts together have a total outstanding
loan of Rs 1.75 lakh crore.
NEW DELHI: Enthused by the impact of new insolvency and bankruptcy law, the government
expects bad loan recoveries to exceed Rs 1.80 lakh crore target for the current financial year, an
official said.

Some big accounts are in the process of getting resolved while some more are lined up for
resolution under the Insolvency and Bankruptcy Code ( IBC), a senior Finance Ministry official
told PTI.

"Going by the success rate, we hope that the recovery would exceed our own target of Rs 1.80
lakh crore through the IBC and other means," the official said citing some of the ongoing
resolution of Essar Steel and Bhushan Power and Steel Ltd.

Banks hopes to write back more than Rs 1 lakh crore alone from the resolution of 12 NPA cases
referred to insolvency proceedings by the RBI in its first list.

Banks recovered Rs 36,551 crore in the first quarter of 2018-19. During 2017-18, banks
recovered Rs 74,562 crore.

Satisfied with the progress of IBC, Finance Minister Arun Jaitley had said "now people have
become broadly aware that the rules of the game in India have changed. The banks won't chase
you anymore, you will have to chase them."

As a result of this, recoveries have picked up, he had said, adding, recoveries are not just
because resolutions have taken place in the NCLT but they have also picked up because of fear
that if they cross redline they will be condemned to IBC process.

"The unintended consequence was that potential defaulters started realising that the moment
you cross the redline, at least you will go out, and never get back. And if you have seen the last
quarter or two, potential defaulters are begging, borrowing and stealing and paying back. And
that's why the banks have started getting monies even outside the NCLT system from potential
defaulters not wanting to cross the redline," he had said.

From the first list, two big cases Essar Steel and Bhushan Power and Steel Ltd are at the final
stages of resolution, while Binani Cement and Jaypee Infratech are also under the process.

Lenders are expecting to recover almost 86 per cent of the Rs 49,000 crore loan in case of
Essar Steel. ArcelorMittal has agreed to pay a total of Rs 50,000 crore, including a Rs 8,000
crore capital infusion, to acquire the firm.

In the initial round of bidding, Bhushan Power and Steel had got bids of Rs 11,000 crore from
JSW Steel, Rs 17,000 crore from Tata Steel and Rs 18,500 crore from Liberty House. JSW
Steel had subsequently revised its bid to Rs 19,700 crore.

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 per cent of total NPAs of
banks.
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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 NCLT. These accounts together have a total outstanding
loan of Rs 1.75 lakh crore.
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Source : www.thehindu.com Date : 2018-10-29

USING CASH HANDOUTS TO COMBAT POVERTY
Relevant for: Indian Economy | Topic: Inclusive growth, Inclusion and Poverty

A useful tool:Samson, a villager in Bondo region, who benefited from the universal basic income
experiment.AFPYASUYOSHI CHIBA  

In Kenya’s Siaya County, a cash handout known as “universal basic income” has been
introduced. It’s part of a large, intensive, multi-year study aimed at discovering a new way to end
poverty in Africa.

Molly, a villager, began receiving a no-strings, fixed monthly donation of 2,250 shillings ($22)
two years ago, and since then “everything has changed”, she says. “I was able to save to study
to be a nursery school teacher,” she says proudly.

With a paid internship at the village school, Molly has built on the foundation of universal basic
income to see her monthly income more than double to $50.

According to the World Bank, over a third of Kenya’s nearly 50 million citizens live below the
international poverty line of $1.90 a day.

Molly’s village is one of scores in the area chosen by the U.S. charity Give Directly to test the
universal basic income theory. The region was selected because of its poverty, but also its
stability and, crucially, the effectiveness of Kenya’s mobile money transfer system, M-Pesa.

Founded in 2010 and working in six African countries, Give Directly sends money straight to the
poor, allowing them to choose their own priorities, rather than outsiders “deciding instead of
them”, explains the non-profit’s spokeswoman Caroline Teti.

Questions asked

“When you give people money monthly, will they stop working? Will they take risks in the way
they invest knowing they will have an income whatever happens? How does that affect their
aspirations?” says Ms. Teti of some of the questions their programme is testing.

The study is the biggest in the world and will involve a total of 20,000 people in western Kenya.
Residents of 40 villages will receive $22 a month for 12 years, a further 80 villages will receive
the same amount for just two years, while another 76 villages will receive two lump sum
payments of $507 spaced two months apart.

Give Directly believes universal basic income is useful, but not a panacea. Nor, Ms. Teti says, is
it a substitute for the state’s obligations to provide basics such as schools and health care.

For villagers involved in the experiment, the money is an assist, not a solution. “2,250 shillings is
not enough to buy useless things,” says Judge Samson, 72, explaining why villagers are not
wasting their cash handouts. “It’s just enough to feed you and get out of poverty.”
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WHO PAYS TAXES AND WHO DOESN’T
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Taxation & Black Money

The Central Board of Direct Taxes has released the latest data on income tax collections.
Several interesting facts emerge from the data. The number of taxpayers has increased
drastically over the last four years. The number of tax returns filed has surged to 6.85 crore in
FY 2017-18, an 80% growth since FY 2013-14. Also, the number of taxpayers reporting income
greater than 1 crore has reached 1,40,139, an increase of 60% between assessment year (AY)
2014-15 and 2017-18.

However, the tax collections have not shown commensurate increase. Collections have grown
at a decent compound rate of about 13% per annum. More surprisingly, the average income
reported by rich Indians (those in the highest tax slab) has decreased. In fact, over the last five
years, the share of the richest top 1% in the total tax collected has decreased by almost four
percentage points. The same is the case with the top 5% income earners (graph 1). In contrast,
relatively low income groups are paying a larger proportion of the tax collected. How can this be,
given that the number of taxpayers has increased across all the tax slabs and more individuals
report income in crores than ever before (graph 2)?

While for the low tax slabs, the average reported income has also increased, this is not the case
with high income groups. After 2016, the average income reported by those in the highest tax
slab is 13% less than their average just before 2016. Apparently, a number of high-income
individuals (HIIs) grossly under-report their income. Clearly, the Income Declaration Scheme of
2016 and other official measures announced to stem tax evasion by the rich have failed to
achieve the desired results.

Direct tax collections grow 18.2%

The Global Wealth Report 2018, by Credit Suisse, provides estimates of wealthy Indians. Even
by a rather conservative approach towards the wealth-income ratio, it suggests that at least
3,400 Indians have an annual income of more than 50 crore each. But only 179 of them reported
this level of income to the taxman in AY 2017-18. Similarly, out of more than 1,500 Indians with
an expected annual income of more than 100 crore each, only 61 reported to the taxman.

Besides, the share of reported non-salary income in the gross income of individuals has
declined over the years, to 43% in 2017-18 from 48% in AY 2012-13. This suggests that the tax
base has not deepened among professionals such as lawyers, doctors, accountants and those
running private educational institutes, who continue to under-report their income.

Tax avoidance/ evasion by companies also remains an area of serious concern. In AY 2017-18,
a mere 7% of corporates reported profit before tax of more than 1 crore. Again, the problem of
under-reporting is serious with professional and the other service sector entities, which account
for more than one-third of all corporates. As a consequence, the share of direct taxes in the total
tax collection has remained low.

The tax collection figures for this year look better. Some of the apparent improvements will be
due to cooking of the books by companies, facilitated by schemes like the Presumptive Taxation
Scheme. This allows an assessee to take full benefit of past evasion and escape without
scrutiny, simply by paying a turnover tax. By increasing the threshold from 1 crore to 2 crore, the
government has made the scheme even more attractive. No wonder, the number of filers under
the scheme shot up to 1.17 crore on August 31, 2018, from 14.93 lakh on August 31, 2017 — a
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stupendous growth of 681%!

However, things are expected to improve with proper implementation of the Goods and Services
Tax (GST). This tax generates trails of transactions across value and income chains. Reports
emanating from leading business centres like Surat indicate a significant increase in tax
collections, for direct as well as indirect taxes. While implementation of the GST will surely help
stem tax evasion by semi-formal and mid-size companies by formalising their transactions, it
cannot address the main problem: tax evasion and avoidance by HIIs and big corporates.

Several reforms are needed in the tax law. The extant tax law does not require filing of returns if
the income is below the taxable threshold (2.5 lakh). This means that many professionals who
can easily manipulate their accounts never appear on the radar of the taxman. The law should
mandate filing of returns by all professionals and proprietorship businesses regardless of their
profit. This will increase compliance by enabling the taxman to scrutinise suspicious cases.
There is also a case for the wealth tax. Compared to income, the wealth level is harder to
manipulate; therefore, the tax is harder to evade.

For companies, the tax law allows offsetting of past losses against future profits. Besides,
definition of admissible expenditures are susceptible to easy manipulation. These provisions are
widely misused by corporates by claiming bogus expenses, to artificially reduce their profit and
hence their tax liability. Unsurprisingly, for AY 2017-18, as much as 46% of corporates reported
either losses or nil profit. Another 47% reported profit less than 1 crore. These provisions need
re-examining. As such, a large number of companies showing negligible or no profit points to a
continued prevalence of shell companies and other dubious structures which require systematic
investigation.

Moreover, the numerous tax exemptions also come in handy for tax avoidance. Big corporates
benefit more from these exemptions. Consequently, smaller companies face a higher effective
tax rate compared to larger corporates. This makes the tax regime regressive. Going by the
Budget papers 2018, the effective tax rate of companies with profit greater than 500 crore was
only 23.94%, while it was higher at 29.43% for companies with profits less than 1 crore.

There is also a need to enhance the deterrence power of the law, which depends on the
likelihood of punishing tax evaders along with imposing a fine. At present, the Income Tax
Department has a very poor win rate before the appellate tribunal and the higher judiciary. As a
result, the law does not bite enough to hurt the tax offender. The odds of punishing the offenders
can be increased by integrating the GST, the income tax and the Ministry of Corporate Affairs’
databases. These measures will go a long way in deepening the tax base among high-income
groups and professionals.

Ram Singh is Professor at the Delhi School of Economics
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SHRI NITIN GADKARI TO LAY THE FOUNDATION FOR
INDIA’S LARGEST DRY DOCK AT COCHIN SHIPYARD
TOMORROW

Relevant for: Indian Economy | Topic: Infrastructure: Ports & Waterways

Ministry of Shipping

Shri Nitin Gadkari to lay the foundation for India’s largest
Dry Dock at Cochin Shipyard tomorrow

With this Cochin Shipyard will be able to build specialized
and technologically advanced large vessels

He will also lay the foundation stone for three national
highways projects in Kerala, costing Rs 1557 Crore

Posted On: 29 OCT 2018 3:54PM by PIB Delhi

The Union Minister for Shipping, Road Transport & Highways, Water Resources, River
Development & Ganga Rejuvenation Shri Nitin Gadkari and Kerala Chief Minister Shri Pinarayi
Vijayan will lay the foundation for India’s largest Dry Dock at Cochin Shipyard in Kerala
tomorrow.  The Dry Dock will give an impetus to “Make in India” initiative under Sagarmala and
raise India’s share in global shipbuilding to 2 percent. India currently occupies 0.66 % share in
global shipbuilding market.

 The commercial ship building industry in India is worth Rs. 3,200 Croreand focuses primarily on
small-medium sized offshore vessels and cargo/bulk carriers. At present, Cochin Shipyard has
two dry docks, one predominantly used for ship building of size 255m x 43 x 9m and capacity
1,10,000 DWT and the other one for ship repair of size 270 x 45 x 12m and capacity 1,25,000
DWT.

The new Dry Dock is being constructed at a cost of Rs 1799 Crore. It will be 310 m long, 75m
wide, with a depth of 13 m and drought of 9.5m. The dock will be designed to handle both ship
building and repairs, and bear a load up to 600 T/m. It will be equipped with international safety
standards. The dock will also have a water treatment plant and Green Belt Development.
Equipped with this Dry Dock, Cochin Shipyard will be able to build specialized and
technologically advanced large vessels like LNG Carriers, drill ships, jack up rigs, large
dredgers, aircraft carriers for Indian Navy and high end research vessels.It will also help make
Cochin a one stop maritime hub for all repair needs in South East Asia.

The project is expected to be completed by May 2021 and generate employment opportunities
for about 2000 people.

Two 500 capacity passenger vessels built by CSL for Andaman and Nicobar Islands
administration will also be launched on the occasion. These vessels will help enhance intra
island connectivity.
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Shri Gadkari will also lay the foundation stone for three National Highways projects in Kerala,
costing Rs 1557 Crore at an event in Eranholi in Thalassery in Kannur district. These would
include the construction of the 18.6 km, 4 lane Thalassery – Mahe bypass (NH-66) at a cost of
Rs 1181 Crore ; construction of 0.78 km, 4-lane Railway Over Bridge near Neeleshwaram town
(NH-66) at a cost of Rs 82 Crore and widening of 46.72 km from Nattukal to ThanavuJn (NH-66)
to two lane with paved shoulder at a cost of Rs 294 Crore .
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