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Source : www.thehindu.com Date : 2018-09-02

THE LOWDOWN ON CURRENT ACCOUNT DEFICIT
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign capital, Foreign Trade
& BoP

The current account measures the flow of goods, services and investments into and out of the
country. We run into a deficit if the value of the goods and services we import exceeds the value
of those we export. The current account includes net income, including interest and dividends,
and transfers, like foreign aid.

India’s current account deficit (CAD) is pegged at $13 billion or 1.9% of the GDP in Q4 of 2017-
18, which increased from $2.6 billion or 0.4% of the GDP in Q4 of 2016-17. However, the CAD
moderated marginally from $13.7 billion (2.1% of GDP) in the preceding quarter.

For the quarter, the Reserve Bank of India attributed the widening of the CAD to a higher trade
deficit ($41.6 billion) brought about by a larger increase in merchandise imports related to
exports. For the full financial year, the CAD increased to 1.9% of the GDP in 2017-18 from 0.6%
in 2016-17 on the back of a widening of the trade deficit. India’s trade deficit increased to $160
billion in 2017-18 from $112.4 billion in 2016-17.

The central bank wants to see the current account gap within 2.5% of the GDP, which is seen as
crucial for currency stability. For example, the CAD touched a high of 4.8% of the GDP in 2012-
13 on rising gold and oil imports, which also impacted the rupee that depreciated rapidly. High
current account deficit forced the government to impose import restrictions on non-essential
items like gold.

As the rupee is under pressure — it hit the 71-mark against the dollar on Friday — and oil prices
are inching up, it will impact the current account. While the present depreciation is mainly due to
external factors with the dollar strengthening against all emerging market currencies, the rising
trade deficit is adding to the worry about the currency. The rupee is the worst performing
currency among the emerging market economies in Asia, and depreciated over 9% against the
dollar in the current financial year. The central bank is also not seen intervening aggressively,
according to currency dealers. As a result, the rupee, in a short span of time, travelled from the
mid-68 levels to 71 a dollar. The foreign exchange reserves, also seen as an important factor for
currency stability, have depleted by $26 billion since April, due to sporadic interventions by the
central bank to control the pace of fall in the currency.

The July trade deficit numbers have had an impact on the currency. According to data released
by the government, a sharp surge in imports led to worsening of the trade deficit to $18.02 billion
against a deficit of $11.45 billion during July 2017. Imports during July were $43.79 billion,
representing a growth of 28.81%, compared to $33.99 billion a year ago.

The government attributed the increase to a sharp increase in crude oil prices — global Brent
crude prices increased 53.16% in July, compared to the same period the previous year. The oil
import bill, which saw a 57% increase, and a 41% jump in gold imports to $2.96 billion in July
are seen as the main reasons for the high trade deficit.

Since a higher trade deficit will widen the current account deficit, the rupee could be under
pressure from domestic factors also, economists have said. A huge current account gap could
make the rupee depreciate further in the absence of meaningful intervention from the central
bank.
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Source : www.pib.nic.in Date : 2018-09-02

PM LAUNCHES INDIA POST PAYMENTS BANK – A
MAJOR INITIATIVE TOWARDS FINANCIAL INCLUSION
Relevant for: Indian Economy | Topic: Inclusive growth, Inclusion and Poverty

Prime Minister's Office

PM launches India Post Payments Bank – a major initiative
towards financial inclusion

Posted On: 01 SEP 2018 5:56PM by PIB Delhi

The Prime Minister, Shri Narendra Modi, today launched the India Post Payments Bank (IPPB)
at Talkatora Stadium in New Delhi. The function was witnessed at over 3000 locations across
the country, which were connected to the main event in Delhi.

Speaking on the occasion, the Prime Minister said that through the India Post Payments Bank,
banking services will conveniently reach the remotest places in the country, and the people
living there.

He recalled that the Union Government had earlier rolled out the Jan Dhan Yojana to establish
financial inclusion. He said that today’s launch of IPPB is one more step to achieve this
objective. He said IPPB branches have opened across 650 districts today.

The Prime Minister said that the postman has long been a respected and accepted person in the
villages. He said the trust on the postman remains, despite the advent of modern technology. He
said that the Government’s approach is to reform existing frameworks and structures, and
hence, transform them in accordance with the changing times. He said that there are over 1.5
lakh post offices and over three lakh postmen or “grameen dak sevaks” who are connected to
the people of the country. Now they shall be empowered with smartphones and digital devices to
provide financial services.

Enumerating the benefits of IPPB, he said it will enable money transfer, transfer of government
benefits, bill payments and other services such as investment and insurance. He added that
postmen would deliver these services at the doorstep. He said that IPPB will also facilitate digital
transactions, and help deliver the benefits of schemes such as Pradhan Mantri Fasal Bima
Yojana, which provide assistance to farmers.

The Prime Minister said that since 2014, the Union Government has been dealing firmly with the
distortions and problems that had arisen in India’s banking sector due to indiscriminate loan
advances. He said existing loans have been reviewed and a professional approach has been
taken with regard to the banking sector. He mentioned other measures such as the Fugitive
Economic Offenders Bill, which have been taken to ensure that the guilty are punished.

The Prime Minister said that now Mudra loans worth over 13 lakh crore rupees have been given
to the poor and middle class, for creating self-employment opportunities. He said that today, as
India achieves its best ever Asian Games performance, and the economy shows excellent
growth numbers, the entire country is full of new self-confidence. He said this is the result of the
collective efforts of the people. He said today India is not just the fastest growing economy in the
world, but also the country that is eradicating poverty the fastest.
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The Prime Minister said that 3 lakh “dak sevaks” would be the key to provide financial services
to every home, every farmer and every small enterprise in the villages. He mentioned that in
recent months, several steps have been taken for the welfare of “dak sevaks” and to meet their
long pending demand. These have led to a substantial increase in their salary, he added. He
expressed confidence that IPPB shall reach over 1.5 lakh post offices across the country within
the next few months.
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Source : www.thehindu.com Date : 2018-09-03

‘MAURITIUS TOPS INDIA’S FDI CHARTS AGAIN’
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign capital, Foreign Trade
& BoP

Mauritius remained the top source of foreign direct investment (FDI) into India in 2017-18
followed by Singapore, whereas total FDI stood at $37.36 billion in the financial year, a marginal
rise over the $36.31 billion recorded in the previous fiscal, according to RBI data.
While FDI from Mauritius totalled $13.41 billion as against $13.38 billion in the previous year,
inflows from Singapore rose to $9.27 billion from $6.52 billion. FDI from the Netherlands
declined marginally to $2.67 billion as against $3.23 billion a year earlier.
Provisional data for the fiscal ended March revealed that FDI into the manufacturing sector
witnessed a substantial decline to $7.06 billion, as against $11.97 billion a year earlier.
However, FDI into communication services rose to $8.8 billion in FY18 from $5.8 billion. The
inflows into retail and wholesale trade also shot up to $4.47 billion as against $2.77 billion, while
financial services too saw a rise to $4.07 billion from $3.73 billion in the previous year. “The fact
that these sectors accounted for more than 50% of total FDI of $37.36 billion in 2017-18 reflects
the global interest in new areas, including online marketplaces and financial technologies,” said
Assocham in a statement.
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Source : www.thehindu.com Date : 2018-09-04

RESERVE BANK TIGHTENS OMBUDSMAN SCHEME
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

The Reserve Bank of India has tightened the banking ombudsman scheme with the objective to
strengthen the grievance redressal mechanism for customers.
The banking regulator has asked all commercial banks having 10 or more banking outlets to
have an independent internal ombudsman (IO) to review customer complaints that are either
partly or fully rejected by the banks.
“The IO shall, inter alia, examine customer complaints which are in the nature of deficiency in
service on the part of the bank, that are partly or wholly rejected by the bank,” RBI said in a
statement. The instructions are not applicable for Regional Rural Banks sponsored by
commercial banks.
As banks should internally escalate complaints that are not fully redressed to their respective
IOs before conveying the final decision to the complainant, customers need not approach the IO
directly, the RBI said.
Fixed term
According to bankers, the Internal Ombudsman Scheme of 2018 mandates banks to grant a
fixed term of three to five years, which cannot be renewed, to the IO. The IO can be removed
only with prior approval from RBI. The remuneration would have to be decided by the customer
sub-committee of the board.
Sign up to receive our newsletter in your inbox every day!
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Source : www.pib.nic.in Date : 2018-09-05

INDIA TO GENERATE 100 GW SOLAR ENERGY BY
2022: SURESH PRABHU
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

Ministry of Commerce & Industry
India to generate 100 GW solar energy by 2022: Suresh Prabhu
Posted On: 04 SEP 2018 5:16PM by PIB Delhi
Union Minister of Commerce & Industry and Civil Aviation, Suresh Prabhu said that demand for
energy will increase due to rapid development taking place in India and fossil fuel is not going to
last forever and therefore there is need for renewable energy. He was speaking at afunction of
International Solar Alliance (ISA) Innovation and Investment Forum in New Delhi today. Suresh
Prabhu said that fossil fuel is not going to last for ever even if its resources are managed in the
best possible manner. He said that the use of shale gas and oil is limited and it adversely
impacts the environment. The threat of climate change has become a reality and it has affected
bio-diversity of the planet. Imbalanced use of energy is the root cause of many environmental
problems in different parts of the world. It is causing unprecedented heat wave conditions in
Europe, intensity and frequency of typhoons have also increased.
Referring to variations in Monsoon rainfall in India, the Minister said that India is in no way
responsible for what is happening in the atmosphere over Indian Ocean, but it has to bear the
consequences of ocean warming. He said that the time has come when we will have to switch
over to the clean form of energy like solar power.
The Minister stated that the idea of solar alliance was conceived by Prime Minister, Narendra
Modi, in 2015 as a treaty based international intergovernmental organization. ISA stands for co-
operation among 121 solar rich countries lying fully or partially between the tropics in order to
promote massive deployment of solar energy and make solar energy affordable.
He said ISA provides an opportunity to all countries to bring prosperity, energy security and
sustainable development to their peoples. He said that once the generation of solar energy goes
up, its prices will come down. Suresh Prabhu stressed on joint efforts required to reduce the cost
of finance and technology for massive production of solar energy. He said many firms of
Australia and Japan are keen to invest in India in solar energy sector. The Minister emphasized
on the need for sending market signals so that more funds are invested in R&D in solar energy.
India has set a target to generate100 GW solar energy by 2022 for increasing share of carbon
free energy in the energy mix.

***
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Source : www.thehindu.com Date : 2018-09-06

STEPS TO STOP THE ROT: ON DANGERS OF STORING
FOODGRAINS IN THE OPEN
Relevant for: Indian Economy | Topic: Issues of Buffer stocks and Food Security

In India, the height of the rainy season is a time that one prays will pass — flooded roads, wet
clothes, masses of insects and mould. No place is safe from the growth of fungi that spring up
overnight. With the humidity in the air and the warmth of summer, all that fungi need is
something to feed on. To prevent fungal attack. we store food items at home in airtight
containers with well-fitting lids or in sealed plastic bags.
 
If I were to suggest that instead of all the airtight containers and waterproof bags, you build a
cement plinth on the roof of your house or in your yard and pile up your flour, bread, biscuits,
rice and other cereals and pulses there in bags and then cover all this with a tarpaulin, assuring
you that it would be perfectly safe through the rainy season, you would probably lose all faith in
me and my suggestions. This would be based on your practical experience.
Most grain in India, which is procured from farmers by the government, is stored using the CAP,
or cover and plinth method. Very cheap and easy to make, it is described in the preceding
paragraph. India stores about 30.52 million tonnes of rice, wheat, maize, gram and sorghum in
such structures at Food Corporation of India godowns and hired spaces.
In other parts of the world, grain is stored in silos. Here, stored grain is kept dry and aired so as
to prevent fungal and insect attacks. When the North American mid-west came under the plough
during the 19th and 20th centuries, the first thing that was done was to build large grain silos
and a railway system to export the grain. Today, the U.S. has a permanent storage capacity
nearly equivalent to its annual grain production. But in India, the government has considered
only four silos to be sufficient for the nation’s needs — one each in Kolkata, Chennai, Mumbai
and Hapur-Ghaziabad. The last one, in Uttar Pradesh, is the most modern with a storage
capacity of 500 tonnes, according to a recent paper.
The remainder of government-procured grain is stored in conditions so shoddy that it is
estimated that there is a 10% loss of harvested grain, of which 6% (around 1,800,000 tonnes) is
lost in storage. This means that the grain is so damp and fungus-ridden that it cannot be ground
and passed on to the public for consumption.
In order to export basmati rice, Punjab has, in a public-private partnership, built modern,
temperature-controlled grain silos with a storage capacity of 50,000 tonnes — but this is not for
the Indian market.
Eating mouldy grain causes a variety of illnesses. According to a World Health Organisation
paper, titled “Mycotoxins”, mycotoxins, which are found in mouldy grain/foods, are associated
with human disease and produce aflatoxins (cancer-causing), trichothecenes, ochratoxins,
citrinin and other toxins. The paper says: “Aflatoxicosis causes abdominal pain, vomiting,
hepatitis and (sometimes) death after acute exposure to high concentrations in food. Chronic
low dose exposure to aflatoxin can result in impaired growth in children.”
This is why traditional wisdom ensured that mouldy food was discarded. Today, our grain,
especially wheat and paddy, is stored outdoors under tarpaulins through the rainy season. After
this, grain is converted to flour or flour-based products or de-husked, which we store in airtight
containers and bins to prevent mould. However, this is shutting the stable door after the horse
has bolted. The mycotoxins which we seek to prevent by keeping food dry are already present
from the time the flour was stored in the form of grain.
The government is aware of the deadly consequences of grain with mycotoxins. Although there
are regulations in place to prevent the purchase of mouldy grain from farmers, there do not
seem to be any published studies on the extent of mould infection in grain stored using the CAP
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method. However, one does not need these studies. All one has to do is purchase flour from the
market, make rotis, bread or biscuits and compare the taste with similar products from
developed countries. The “nutty taste” of wheat is missing in what is available in the Indian
market. If you get wheat from farmers and get it ground, you will find the “nutty taste”.
One needs to ask a pertinent question. When there is an abundance of steel, cement and other
building materials, money and the technological know-how, why is the government not moving
on a war footing to store food grains in the proper manner?
Given the weather conditions during the monsoon months, how is it acceptable that our
foodgrains, which the public pays to procure, are stored in the open under tarpaulins?
How can we gloat about a growing economy when 30 million tonnes of foodgrain is stored
outside under tarpaulins? Even though foodgrain production has been encouraged and
increased, why is there no effort being made to ensure that grain being procured annually is
stored properly? Are our planners unaware of what is going on even in their own kitchens?
Peter Smetacek runs the Butterfly Research Centre at Bhimtal, Uttarakhand
Sign up to receive our newsletter in your inbox every day!
Please enter a valid email address.
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Source : www.pib.nic.in Date : 2018-09-06

4TH CEMENT TERMINAL AT COCHIN PORT STARTS
OPERATIONS
Relevant for: Indian Economy | Topic: Infrastructure: Ports & Waterways

Ministry of Shipping
4th Cement Terminal at Cochin Port Starts Operations

More cement to be transpoted through coastal shipping

This will reduce cement cost, help in rebuilding the state after the floods
Posted On: 05 SEP 2018 8:15PM by PIB Delhi

 The arrival of first vessel ‘PennaSuraksha’ carrying 25,000 tonnes of cement from
Krishnapatnam marks the beginning of operations of the 4th cement terminal at Cochin
Port. This modal shift in transport of cement from road/rail to sea is another step towards
promoting coastal shipping as cost-effective & environment-friendly means of
transportation as envisaged under the SagarmalaProgramme of Ministry of Shipping. 
Cement being a high-volume, low-value product, lower-cost sea transport is very
important as a game changer in logistics.
 
With huge destruction that has occurred in the recent floods, the requirement of cement in
re-building the state of Kerala is expected to increase. Coastal shipping of building
material like cement is economic & will help rebuild Kerala after recent floods in a cost
effective manner with lower logistic costs.
 
 Presently, three Cement Terminals-  Ambuja, UltraTech and Zuari are in operation and
handle 7,83,000 tonnes of cement annually. The Bagging Terminal of Penna Cement Ltd.
is the fourth such terminal in Cochin Port. The terminal has been set up in 1.14 ha of land
leased by Cochin Port Trust and is expected to handle 3 lakh tonnes of cement annually.
 
The Terminal has been designed to connect to Q6 berth at Ernakulam Wharf, where 
ships carrying cement from Krishnapatnam Plant will be berthed for transfer of the cargo
to the silos through pneumatic suction. The Terminal has four silos of total capacity of
20,000 MT, and has the designed capacity of 0.50 MMTPA in cement bagging. The
Cochin Packing Terminal has an annual throughput of 0.30 MMT, to begin with.
 
 Cochin Port has facilitated the installation of automated cement bagging units by allotting
land adjacent to berths to cement companies.  Cement is brought in bulk through ships,
and is   transferred to silos on the adjacent land through pipelines.
The Port is expected to handle 1.5 million metric tonnes of cement by 2020. Malabar
Cements, a Govt. of Kerala Co. has also been allotted land at Cochin Port for setting up a
bagging terminal.

****
 
 
            NP/MS
 
 



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

 

(Release ID: 1545049) Visitor Counter : 126

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 : 2018-09-07

MOVE: INDIA’S FIRST GLOBAL MOBILITY SUMMIT 2018
TO BE INAUGURATED BY THE PRIME MINISTER ON
7TH SEPTEMBER

Relevant for: Indian Economy | Topic: Infrastructure: Roads

NITI Aayog

MOVE: India’s First Global Mobility Summit 2018 to be
inaugurated by the Prime Minister on 7th September

With disruptions in the mobility sector, we will be able to
generate more employment & enhance the ease of living for
citizens in India: VC NITI Aayog

Posted On: 06 SEP 2018 3:05PM by PIB Delhi

Prime Minister Narendra Modi will inaugurate MOVE: India’s ever first Global Mobility
Summit organized by NITI Aayog at Vigyan Bhawan in the capital on 7th and 8th

September. The focus of the summit is on raising awareness about various aspects
of Mobility and bringing various stakeholders involved in enhancing mobility across
different platforms. Representative from various Intergovernmental Organizations,
Academia, Policy Think tanks from India and abroad, Global leaders from across the
mobility sector such as OEMs, Battery Manufacturers, Charging Infrastructure
Providers, technology Solution Providers will be sharing their views on enhancing
mobility over the next two days during the summit. 

 

NITI AayogVice Chairman Dr. Rajiv Kumar, and Chief Executive Officer Shri. Amitabh
Kant, held a curtain-raiser press conference ahead of the summit in the capital today.
Secretaries from the Ministry of Road Transport and Highways, Ministry of Power,
Ministry of Electronics and Information Technology, and representatives from the
Department of Heavy Industries also present on this occasion. Vice Chairman NITI
Aayog Dr. Rajiv Kumar said that with disruptions in the mobility sector, we will be able
to generate more employment & enhance the ease of living for citizens in India:CEO
NITI Aayog, Amitabh Kant told that our main aim through the Global Mobility Summit
is to revolutionise the way people travel in India, along with making mobility more
connected, shared and seamless. Secretary, Ministry of Road Transport & Highways,
Shri Yudhvir Malik said that optimal utilisation of road space, along with giving priority
to road safety is how we envision the future of mobility in India. Secretary Power, Ajay
Kumar Bhalla talked about initiatives to support the charging infrastructure and shed
light on steps required to support electric mobility in India. Secretary, Ministry of
Electronics & Information Technology, Ajay Prakash Sawhney emphasized that cyber
security & development of intelligent transportation systems will be key components
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for electrically led mobility in India.

 

The Global Mobility Summit is the first of its kind, with over 2200 participants
expected from across the world including leaders from the government, industry,
research organizations, academia, think tanks and civil society. Components of the
Summit include: the core conclave, digital exhibition, Mobility Week with Featured
Events and a variety of stakeholder consultations.

 

State and Regional Consultations

 

In the months leading up the Conclave, consultations were held across States, with
visiting teams from NITI Aayog, in State Task Forces. State-specific issues will also
be discussed, to evolve a shared, connected, zero emission and inclusive mobility
agenda for the future. A Compendium of State Strategies, a Summary Compendium
and a Compendium of Global Best Practices will be released on 7th September,
outlining the results of this consultative process.

Other Consultations

 

15 webinars were held with participants from around the world between July 30th and
August 3rd. Further, MoveHack, the global hackathon saw around 35,000
registrations from around the globe for coding solutions to mobility problems.
Together, these will help drive the government’s goals for vehicle electrification,
renewable energy integration and job growth and also speed up India’s transition to a
clean energy economy.
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Featured Events: Mobility Week

 

The Mobility Week kicked off last reached a total number of 18 featured events
organized in partnership with 25+ organizations and a collective reach of 20,000
people. Winners from Pitch to Move and Move Hack will be felicitated at the Inaugural
Ceremony by the Prime Minister.
 

Digital Exhibition: Movementum 2018

 

With partners including Mahindra Electric, Hero Cycles, Tata Motors, Tata Power,
Ola, Maruti Suzuki, Honda, Toyota, Bosch, Sun Mobility and more, the Digital
Exhibition Will showcase installations including models, screens, vehicles and more
at the cutting edge of mobility technology. It will also include a 360 degree immersive
experience, highlighting the quantum mobility jump that India is poised for.

 

Sessions and Speakers:

 

The Summit will be inaugurated by the Prime Minister. The Inaugural session will
include remarks by 11 global CEOs, with 12 more key CEOs in a panel discussions.
Union Ministers speaking at various sessions include:Shri Nitin Gadkari,  Minister for
Road Transport & Highways, Shipping and Water Resources, River Development &
Ganga Rejuvenation , Shri PiyushGoyal,  Minister of Railways and Coal, Shri Ravi
Shankar Prasad, Minister of Law and Justice and Electronics and Information
Technology,Shri Dharmendra Pradhan, Minister of Petroleum & Natural Gas and Skill
Development & Entrepreneurship, Shri Hardeep Singh Puri, Minister of State
(Independent Charge), Ministry of Housing and Urban Affairs&Shri Jayant Sinha,
Minister of State for Civil Aviation.

 

Chief Minister of Maharashtra, Shri DevendraFadnavis is expected to speak on Day
2, along with Lt. Governor, N.C.T of Delhi, Shri Anil Baijal are also expected to
address the gathering..

 

Details of thematic sessions are as follows:
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1. Maximising Asset Utilisation

 

Asset Utilization and Services track will focus on use of shared mobility, service
provision and innovation in the mobility sector to dramatically increase the utilization
of the infrastructure and vehicle assets to carry passengers and cargo.

 

2. Comprehensive Electrification And Alternative Fuels

 

This track will take forward the existing public discourse on comprehensive
electrification agenda and energy security. It will discuss changing dynamics of
energy needs for transport and will explore viability of electric and other new energy
solutions, taking an ecosystem view, including supply chain, mining & manufacturing,
timeline, research priorities, emissions mandates, and policy opportunities. 

 

3. Reinventing Public Transport

 

The session on Reinventing Public Transport will focus on emerging concepts and
technology applications that can create cost and context appropriate solutions for
public transit. This will include transit planning, intermodal connectivity and lessons
learned from private sector innovations.

 

4. Goods Transport And Logistics

 

Enhancing the efficiency of transporting goods will also lower the costs of doing
business for agriculture and rural economies. With the expansion of commerce,
goods movement is ripe for transformation – from optimized trucking, inter-modal
transfer, concurrent passenger/freight traffic, to business model innovations like
freight/driver swaps, and technology opportunities such as autonomous trucks,
delivery robots, and drone delivery models. This session will look at the footprint of
freight, including pollution patterns, urban entry patterns, multi-use vehicles and other
aspects to maximize efficiency of goods movement.
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5. Data Analytics And Mobility

 

The vast amount of data generated in mobility, pertaining to public transit use, mobile
phone usage, navigation systems, connected devices, autonomous vehicles, among
others, reflects an unprecedented potential for improving decision-making and
fostering innovation. The rising volume of data also raises new questions about
information ownership, data sharing and cyber-security. This session will look at the
generation, use and potential for data and related innovations to facilitate improved
outcomes for innovators, users and other stakeholders.

 

Participants:

 

30+ global CEOs, 100+ state officials, 100+ foreign delegates and 200+ Indian CEOs
will be participating in the event. International representation from embassies and the
private sector will include United States of America, Japan, Singapore, South Africa,
South Korea, New Zealand, Austria, Germany, Brazil and more.

Click here for PPT on Global Mobility Summit 

 

                                                                      *****
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Source : www.pib.nic.in Date : 2018-09-07

BOOST TO PRO-PEOPLE AND PRO-POOR INITIATIVES
Relevant for: Indian Economy | Topic: Inclusive growth, Inclusion and Poverty

Cabinet

Boost to pro-people and pro-poor initiatives

Cabinet approves continuation of Pradhan Mantri JanDhan
Yojana

National Mission for Financial Inclusion (PMJDY) beyond
14.8.2018

Focus on  opening accounts from “Every Household to
Every Adult”

Existing Over Draft limit of Rs 5,000 raised to Rs 10,000.

No conditions for Overdraft upto Rs 2,000

Age limit for availing Over Draft facility revised from 18-60
years to 18-65 years

Expanded accidental insurance cover for new RuPay card
holders raised from Rs 1 lakh to Rs 2 lakh for new PMJDY
accounts opened after 28.8.18

Posted On: 05 SEP 2018 9:15PM by PIB Delhi

In a major boost to pro-people and pro-poor initiatives, the Union Cabinet chaired by
Prime Minister Shri Narendra Modi in its meeting held on 5.9.2018 has approved the
continuation of National Mission for Financial Inclusion - Pradhan Mantri JanDhan
Yojana (PMJDY) with the following changes:-

 

The National Mission for Financial Inclusion (PMJDY) to continue beyond
14.8.2018

●
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Existing Over Draft (OD) limit of Rs 5,000 to be raised to Rs 10,000.●

 

There will not be any conditions attached for OD upto Rs 2,000.●

 

Age limit for availing OD facility to be revised from 18-60 years to 18-65
years.

●

 

Under the expanded coverage from "every household to every adult",
accidental insurance cover for new RuPay card holders to be raised from Rs
1 lakh to Rs 2 lakh to new PMJDY accounts opened after 28.8.18.

●

 

Impact:

 

          The continuation of the Mission would enable all adults/households of the
country to have atleast a basic bank account with access to other financial services,
social security schemes and overdraft upto Rs. 10,000.  It will, thus, bring them into
the mainstream of financial services and will facilitate transfer of benefits of various
subsidy schemes of the Government more efficiently.

 

Achievements under PMJDY:

 

Approx. 32.41 crore Jan Dhan accounts have been opened with more than
Rs 81,200 crore of deposit balance.

●

 

53% women Jan Dhan account holders and 59% Jan Dhan accounts are in
rural and semi urban areas. More than 83% operative Jan Dhan accounts
(except states of Assam,Meghalaya, J&K) are Aadhaar seeded, with
issuance of approx 24.4 crore RuPay cards to these account holders.

●

 

More than 7.5 crore JanDhan accounts receiving DBTs.●

 

Banking Correspondents (BCs) have been deployed in 1.26 lakh Sub
Service Areas (rural areas), each catering to 1000-1500 households.  Nearly

●
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13.16 crore Aadhaar Enabled Payment System (AePS) transactions have
taken place through BCs during the month of July, 2018.

 

13.98 crore subscribers under Pradhan Mantri Suraksha Bima Yojana
(PMSBY) with 19,436 claims, involving an amount of Rs, 388.72 crore
settled so far.

●

 

Similarly, 5.47 crore subscribers under Pradhan Mantri Jeevan Jyoti Bima
Yojana (PMJJBY) with 1.10 lakh claims, involving an amount of Rs. 2206.28
crore settled so far.

●

 

1.11 crore persons have subscribed for Atal Pension Yojana (APY).●

 

A pipeline has been created for the implementation of PMJDY through which
JanDhan accounts and mobile banking have been linked to Aadhaar (JAM). This
pipeline is not only facilitating savings, disbursal of credit, social security, etc. but
more importantly channelizing direct benefits of various government schemes to poor
people of the country through DBT.

 

It has been decided to continue the flagship financial inclusion program (PMJDY),
with focus on opening accounts from "every household to every adult". The
pipeline of JanDhan-Aadhaar-Mobile (JAM) will continue to provide the necessary
backbone for coverage of these activities and thereby accelerating the pace of
digitized, financially included & insured society.

 

Background:

 

          With a view to increase banking penetration, promote financial inclusion
and to provide at least one bank account per household across the country, a
National Mission on Financial Inclusion known as Pradhan Mantri JanDhan
Yojana (PMJDY) was announced by the Prime Minister Shri Narendra Modi in
his Independence Day Speech on 15th August, 2014.  The scheme was formally
launched on 28th August, 2014 at National level by the Prime Minister

**************

AKT/SH
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Source : www.thehindu.com Date : 2018-09-08

CAN INDIA TAKE SAHI ROAD TO URBAN MOBILITY?
Relevant for: Indian Economy | Topic: Infrastructure: Roads

Green choice:E-rickshaws at Delhi Vishwavidyalaya Metro Station waiting for passengers.Sushil
Kumar VermaThe Hindu  

What should the future of mobility be for India? “Safe, Adequate, Holistic Infrastructure or SAHI.”
That is the recommendation of a report presented to Prime Minister Narendra Modi at the Global
Mobility Summit, Move, in New Delhi on Friday.

‘Transforming India’s Mobility: A Perspective’ prepared by the NITI Aayog and Boston
Consulting Group (BCG) calls for efficient and convenient public transport to answer the twin
problems of pollution and congestion. The report quickly attracted attention amid daily increases
in fuel prices.

Mr. Modi reiterated the ‘mantra’ in his speech at the Summit. “Public transport must be the
cornerstone of our mobility initiatives,” he said. The audience included CEOs of global car
makers, including the Chairman of Japanese major Suzuki, Osamu Suzuki, Vice Chairman of
Hyundai Motor, Chung Euisun, Toyota CEO Takeshi Uchiyamada, and Chen Zhixin, President
of largest Chinese car maker SAIC.

Mr. Modi elaborated on his ‘7Cs’ for the future of mobility: it stands for common, connected,
convenient, congestion-free, charged, clean and cutting-edge.

Familiar travails

The Prime Minister touched upon the familiar travails that cities face: motorised personal
vehicles requiring more roads, parking, and traffic. “While mobility is critical to preserving our
planet, road transport accounts for one-fifth of global CO2 emissions. This threatens to choke
cities and raise global temperatures,” he said.

The number of motor vehicles in India has grown 40-fold in 44 years, from 1981 to 2015, the
NITI Aayog-BCG report says. The reason: absence of a public transport system, leading to a
rapid rise in private vehicle ownership. The four big metros in the country lose “over $22 billion
annually,” on congestion, the report said.

Sign up to receive our newsletter in your inbox every day!
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Source : www.thehindu.com Date : 2018-09-08

POST OFFICE SOLUTIONS: THE CHALLENGES FACING
INDIA POST PAYMENTS BANK

Relevant for: Indian Economy | Topic: Inclusive growth, Inclusion and Poverty

 

Amidst some fanfare, Prime Minister Narendra Modi launched the India Post Payments Bank
(IPPB), a financial service provider that will operate under the country’s age-old postal
department. The government-owned payments bank will be able to accept deposits of up to 1
lakh from customers but without the rights to use these funds to advance risky loans at higher
interest rates. It, however, plans to offer a variety of other financial services to people, including
the holders of postal savings accounts that are worth over 85,000 crore. The primary rationale
behind the public payments bank idea is to help in the government’s goal of achieving financial
inclusion by providing savings, remittance, and payments services to the rural and unorganised
sectors of the economy. It is also hoped that the payments bank idea will help reinvigorate the
postal system, which has a wide network of branches across India. All the 155,000 post offices
in the country are expected to be linked to the IPPB system as early as in December this year.
The payments bank will also have a digital platform that is expected to make financial services
more accessible even from remote locations.

A big challenge facing the new public payments bank is whether it can manage to earn the
profits required to survive as a standalone business entity. Given the severe restrictions
imposed by the Reserve Bank of India on how payments banks in general can employ their
funds, the odds seem to be stacked against the IPPB at the moment. The first wave of new
payments banks that commenced business last year — Airtel, Paytm and Fino — have not
exactly set the market on fire. (The payments bank model, it should be noted, is still untested
even though prominent private companies such as Airtel and Paytm have shown interest in the
space.) Banks have traditionally stayed away from the business of pure deposit banking, unless
customers have been willing to pay for these services, for a good reason. The IPPB promises to
pay an interest rate of 4% to its savings account customers. To generate revenues, it plans to
charge fees on money transfers and other financial services while investing idle customer
deposits in safe government securities in order to earn interest. Whether this will be sufficient to
cover interest and operational costs remains to be seen. Meanwhile, the IPPB is also likely to
face stiff competition from private companies, which are generally more nimble in adapting to
business realities and far more customer-friendly compared to the government-owned
behemoths. And with increasing competition, the IPPB’s revenues and margins are also likely to
come under pressure. Yet, if it succeeds, the new payments bank could usher in a new era of
rapid financial inclusion across rural India.
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Please enter a valid email address.

Junk the precedent; taking aid from countries for disaster relief is no sign of weakness

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



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

Source : www.thehindu.com Date : 2018-09-08

GAME OF DRONES: ON INDIA’S NEW REGULATIONS
Relevant for: Indian Economy | Topic: Infrastructure: Airports

In recent years, unmanned aerial vehicles (UAVs) or Remotely Piloted Aircraft System (RPAS)
— often called drones — have exponentially grown in popularity.

Till as recently as three to four years ago, searching for drones on the Internet predominantly
resulted in images of weaponised, unmanned military aircraft. But with the rise in recreational
use, more people are choosing to document their holidays and weddings from up top. With the
multi-billion dollar industry projected to grow in the future, the Ministry of Civil Aviation’s
announcement late last month permitting the use of commercial drones (albeit with several
restrictions) was a welcome shift in policy.

Keen to use it in my journalistic work, I bought my first drone (a Parrot Bebop) in 2016. The first
time I flew it, I was terrified it would crash into a tree. I have since become a more adept
operator, and for the past two years, I have worked with the Sri Lankan Civil Aviation Authority to
promote the use of the device in journalism. We have captured many hours of footage to better
illustrate key stories on topics such as the environment, wildlife, urban development and large-
scale infrastructure. Our work proved that an aerial perspective adds to ground truths, offering a
new way way of seeing and framing them.

Navigating your way through drone regulations can be a complex task. But understanding where
these rules come from can help. The regulatory environment in drone usage is meant to protect
the safety of airborne crafts, including civilian aeroplanes. Those new to drones do not realise
that what they control is not a toy. Adverse weather and fading light conditions can lead to near
collisions, crashes or equipment failure.

Regulatory compliance is important, and India has leapfrogged many countries by going for an
all-digital platform, making the authorisation process (in theory at least) more seamless.

Come December 1, what can we expect to see? Definitely drone imagery in news broadcasts as
well as in commercial entertainment.

Nature and wildlife conservation, archaeology, research on maritime ecosystems, desertification
and urban development — all these efforts also stand to benefit.

Expect adrenaline lovers to use drones to capture feats of endurance and adventures. Entities
like Indian Railways may also use the devices to check infrastructure conditions or damage, and
over time, public-private partnerships can produce drone-based data to help with, for instance,
traffic flows and population movement.

Not unlike mobile phones today, drones will, sooner than we expect, become just another device
to capture the world around us. Citizens, buying them in the thousands, will use them in ways
that will collectively add to the perspectives in the public domain on social media platforms, as
well as create memories for family and friends with stunning views only possible with aerial
flight.

Leonardo da Vinci said “for once you have tasted flight you will walk the Earth with your eyes
turned skywards, for there you have been and there you will long to return”. Drones allow us, as
mere humans, to take flight and go where just a few years ago, only our imaginations would
have dared wander.
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Sanjana Hattotuwa is a Senior Researcher at the Centre for Policy Alternatives, Sri Lanka, and
the Founding Editor of Groundviews.org
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Source : www.pib.nic.in Date : 2018-09-08

SHRI NITIN GADKARI URGES AUTOMOBILE
COMPANIES TO DIVERSIFY TO ALTERNATE FUEL OR
ELECTRICITY BASED PUBLIC TRANSPORT

Relevant for: Indian Economy | Topic: Infrastructure: Roads

Ministry of Road Transport & Highways

Shri Nitin Gadkari urges Automobile Companies to
diversify to alternate fuel or electricity based public
transport

He also appealed to the industry to explore waterways as
alternate and cheaper means of transport

Posted On: 07 SEP 2018 5:39PM by PIB Delhi

The Union Minister for Road Transport and Highways, Shipping, Water Resources, River
Development & Ganga Rejuvenation Shri Nitin Gadkari has called the urgent attention of
automobile companies towards the need for an efficient public transport system in the country,
run on electricity or alternate fuels.   Addressing CEOs of Indian and global automobile
companies as part of MOVE: Global Mobility Summit 2018 in New Delhi today, Shri Gadkari
urged them to actively think about diversifying into the public transport sector, and focus their
research   and innovation efforts in this direction. Private vehicles are proliferating rapidly on
Indian roads he said, and highways expansion cannot feasibly keep pace with this growth.  We
therefore need to encourage people to shift to public transport, and for this we have to put in
place systems that are efficient and convenient, comfortable and safe. 

Shri Gadkari further emphasized the need to bring down the huge cost of petroleum imports that
the country bears, and reiterated his appeal to the automobile sector to shift to electricity or
alternate fuels like ethanol, methanol, bio-diesel or hybrid. He assured the companies that the
government was committed to developing all kinds of fuels – anything that brought import-
substitution, was cost effective, environment friendly and indigenous.

The minister also appealed to the industry to explore inland waterways and coastal shipping as
alternate and cheaper means of transportation. He said the ongoing Jal Marg Vikas project on
River Ganga was readying the river for transport, and this route, which will link further to
Brahmaputra, will make it possible to transport goods from India right up to Bangladesh and
Myanmar through waterways.  He called upon  automobile companies to use this route for
transporting their vehicles.

CEOs/ MDs / Representatives from various Indian and global companies including  TATA
Motors, TATA Power, Mercedes Benz (India) , Maruti Suzuki, Hero MotoCorp, Honda India,
Ford and Spicejet attended the Session with CEOs at the summit  today. They deliberated on
the challenges and opportunities that their companies faced with regard to the mobility sector in
India and especially in context of the Prime Minister’s call earlier today to focus on the three C’s
of Common, Connected, Convenient, Congestion-free, Charged and Cutting -edge when
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talking of the mobility solutions in the country.

Shri Gadkari also chaired the session on Reinventing Public Transport at the Summit today,
where he appealed to stakeholders to give highest emphasis on introducing cost effective and
pollution free public transport systems based on new technology. He invited the industry to
invest in water transport especially for ferrying pilgrims between Allahabad and Varanasi during
Kumbh.

Road Transport and Highways Secretary Shri Yudhvir Singh Malik underlined the need to shift
concentration towards developing more public transport in intercity travel. He said, we need to 
substitute personal vehicles with public transport. For this public transport  requires reliability,
timeliness and comfort. Indicating that while highways are carrying about 40 per cent of total
traffic, and highway construction has picked up speed, last mile connectivity still remains a
matter of concern. He said, there is over 10 times growth in number of vehicles in the last 25
years. Number of two-wheelers has exploded, share of cars is lesser, and that of the buses is
down hugely. This has necessitated re-inventing public transport system in the country.

The two day Global Mobility Summit has been organized by Niti Ayog in New Delhi as a platform
to rethink and deliberate upon ways to move people and goods more efficiently.
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Source : www.pib.nic.in Date : 2018-09-08

INDIAN RAILWAYS UNDERTAKES VARIOUS IT
INITIATIVES TO IMPROVE TRAIN OPERATIONS AND
PROVIDE BETTER PASSENGER EXPERIENCE

Relevant for: Indian Economy | Topic: Infrastructure: Railways

Ministry of Railways

Indian Railways undertakes various IT initiatives to improve
train operations and provide better passenger experience

Posted On: 07 SEP 2018 4:30PM by PIB Delhi

Indian Railways has always focussed on adoption of new technologies to improve train
operations and provide better passenger experience to its customers. In this series, Indian
Railways has introduced various IT initiatives. Following are the major initiatives taken by Indian
Railways in this regard.

Tracking of trains using newer technologies:

Railways have experimented with tracking of trains using GPS devices with these GPS devices
located in the locomotive.  For a sustainable solution, a Real Time Train Information System
(RTIS) is being implemented, whereby GPS tracking devices would communicate using satellite
communications.  The trials have been successful. Apart from this, data logger systems already
available in track circuited stations are being used at major interchange points to capture
arrival/departure information on trains. 

In an effort to computerise the transactions of the station master, a Computerised Train Signal
Register is going live at 650 stations and this enables arrival/departure information to be
transmitted to the Control Office Application (COA) and the National train Enquiry System
(NTES) directly from the station master’s desk.

Handheld Devices on trains:

Handheld Terminals (HHTs) are being provided to the Train Ticket Examiners (TTEs) to be able
to check the reserved coaches, allot the vacant berths and transmit information on available
berths to the subsequent stations.  The HHT can also access the ticketing application and collect
excess fares as per rules. The terminal can potentially connect to a Point of Sale (POS) machine
and charges can be collected digitally.

Modernisation of Ticketing Website (IRCTC):

Over the last four years, the capacity of the website has increased to 20,000 tickets per minute
starting from 2000 tickets per minute in 2014, a ten-fold increase.  Apart from the capacity, the
entire user experience has been improved substantially with the launch a new interface with
easier navigation and standard views that enable the passengers to transact smoothly. New
features have been added that enable better planning of journeys aiding the passenger to obtain
confirmed tickets.

Paperless Unreserved Ticketing through Mobile Phones:
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Paperless Unreserved ticketing on mobile phones was launched on 25.12.2014 at Mumbai and
has since been expanded to suburban sections of Mumbai, Chennai, Kolkata and Secunderabad
and New Delhi-Palwal section of Northern Railway. This has eliminated the need for passengers
to stand in queue for getting tickets for journey in unreserved compartments of trains.  The ticket
is delivered on the Mobile Phone and is embedded with QR Code.   This service has added to
passenger convenience.  About 4 lakh passengers per day are booking tickets on Mobile
phones.

 

Time Period
Average per day Unreserved Tickets booked
on Mobile

2014-18

2014-15 :   195 tickets per day
2015-16 : 1929 tickets per day
2016-17 : 7257 tickets per day
2017-18 : 16223 tickets per day

2018-19 67000 tickets per day

 

Indian Railway e-Procurement System (IREPS):

Complete tendering activity of Indian Railways for procurement of goods, services & works and
e-auction of scrap sale is on IREPS.   IREPS system is largest such G to B portal in India.  It has
helped in achieving objectives of transparency, efficiency and improving of ease of doing
business.   During 2017-18, 4,44,000 e-tenders valuing more than Rs.1,50,000 crore  were
issued on IREPS.  Online scrap sale of Rs.2800 crores was also done last year through e-
auction.  90,000 vendors have registered themselves on IREPS website. Central Vigilance
Commission has recognized and awarded the system under “Vigilance Excellence Award –
2017” for outstanding contribution in the category of “IT initiatives for transparency in the
organization”.

*****
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Source : www.pib.nic.in Date : 2018-09-08

TEXT OF PM’S ADDRESS AT THE GLOBAL MOBILITY
SUMMIT-MOVE

Relevant for: Indian Economy | Topic: Infrastructure: Roads

Prime Minister's Office

Text of PM’s address at the Global Mobility Summit-MOVE

Posted On: 07 SEP 2018 3:28PM by PIB Delhi

The Prime Minister, Shri. Narendra Modi, today, inaugurated the Global Mobility Summit in New
Delhi.  

Addressing the summit, Prime Minister said that India is on the move, in terms of its economy,
infrastructure, youth and many other areas. He said that mobility is a key driver of the economy;
it can boost economic growth and create employment opportunities. 

Prime Minister also outlined the vision for the future of mobility in India based on 7 C’s.
The 7 C’s are Common, Connected, Convenient, Congestion-free, Charged, Clean and
Cutting-edge. 

 

Following is the full text of PM’s address: 

“Excellencies, 

Distinguished Delegates from across the World, 

Ladies and Gentlemen. 

 I welcome you all to the Global Mobility Summit.  

Move - The name of this Summit captures the spirit of India today. Indeed, India is on the Move: 

Our economy is on the Move. We are the world’s fastest growing major economy. 

Our cities and towns are on the Move. We are building one hundred smart cities. 

Our infrastructure is on the Move. We are building roads, airports, rail lines and ports at a quick
pace. 

Our goods are on the Move. The Goods and Services Tax has helped us rationalize supply
chains and warehouse networks. 

 Our reforms are on the Move. We have made India an easier place to do business.  

Our lives are on the Move. Families are getting homes, toilets, smoke-free LPG cylinders, bank
accounts and loans. 
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Our youth are on the Move. We are fast emerging as the start-up hub of the world. India is
moving ahead with new energy, urgency and purpose   

 

Friends,

 

We all know that, mobility has been key to the progress of humanity. 

The world is now in the middle of a new mobility revolution. It is, therefore, important to
understand mobility as a wider construct.  

Mobility is a key driver of the economy. Better mobility reduces the burden of travel and
transportation and can boost economic growth.  It is already a major employer and can create
the next generation of jobs.  

 Mobility is central to urbanization. Motorized personal vehicles require ever-growing road,
parking, and traffic infrastructure.  

Mobility is a key element of ‘ease of living’. It occupies the minds of virtually every person: in
time spent to get to school and work, in frustration with traffic, in the cost of visiting family or
moving goods, in access to public transport, in the quality of air our children breathe in concerns
around the safety of travel.  

Mobility is critical to preserving our planet. Road transport accounts for one fifth of global Carbon
dioxide emissions. This threatens to choke cities and raise global temperatures.  

Creating a mobility eco-system that is in sync with nature is the need of the hour.  

Mobility is the next frontier in our fight against Climate Change. Better mobility can provide for
better jobs, smarter infrastructure, and improve the quality of life. It can also reduce costs,
expand economic activity and protect the planet. Thus, the mobility sector impacts larger public
outcomes.  

 Mobility, especially the digitization of mobility, is disruptive. It has big potential for innovation
and it has been setting a searing pace!

Already, people are calling taxis on their phones, sharing bicycles in cities; buses are running on
clean energy, cars are going electric. 

 In India, we have been laying emphasis on mobility. We have doubled our pace of construction
of highways.  

We have re-energized our rural road-building programme. We are promoting fuel efficient and
cleaner fuel vehicles. We have developed low-cost air connectivity in under-served regions. We
are also starting operations on hundreds of new air routes. 

We are pushing waterways in addition to traditional modes like rail and road. 

We are reducing travel distances in our cities by efficient location of homes, schools and offices.
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We have also started data-driven interventions such as intelligent traffic management systems. 

However, we also need to encourage pedestrians and cycling by taking steps ensure their safety
and priority.

 

Friends,

 

 In a rapidly transforming mobility paradigm, India has some inherent strengths and comparative
advantages. Our starting point is fresh. We have little of the legacy of resource-blind mobility.  

We have fewer vehicles per capita than other major economies. Thus, we do not carry much of
the baggage of other economies that were built on the back of private car ownership! This gives
us the window of opportunity to create an all-new, seamless mobility eco-system. 

On the technology front, our strengths lie in information technology, big data, digital payments,
and the internet-enabled shared economy. These elements are increasingly becoming the
drivers of the global future of mobility.

 Our unique identity program, Aadhaar, and its India-stack eco-system, has laid down a
comprehensive public digital infrastructure. It has digitally empowered 850 million of our citizens.
India can demonstrate how such digital infrastructure can be combined with new mobility
business models. 

Our renewable energy push will ensure that the environmental benefits of electric mobility can
be fully realized. We plan to draw 175 GigaWatts of energy from renewables by 2022. We are
already the fifth largest producer of solar energy in the world. We are also the sixth largest
producer of renewable energy. We have also championed the cause of solar energy globally
through the International Solar Alliance.  

We have a fast growing manufacturing base, especially in the automotive sector.  

We also have a large, digitally literate, young population. This provides millions of educated
minds, skilled hands and aspirational dreams for powering the future.  

Therefore, I am convinced that India is best placed globally, to be an early mover in the ‘Mobility
Economy’.  

My vision for the future of mobility in India is based on 7 C’s – Common, Connected,
Convenient, Congestion-free, Charged, Clean and Cutting-edge. 

1.     Common: Public Transport must be the cornerstone of our mobility initiatives. New
business models driven by digitization, are re-inventing the current paradigm. Big Data is
enabling smarter decision-making by better understanding our patterns and needs.  

Our focus must also go beyond cars, to other vehicles such as scooters and rickshaws.
Large segments of the developing world depend on these vehicles for mobility. 

2.     Connected mobility implies integration of geographies as well as modes of
transport. The internet-enabled Connected Sharing Economy is emerging as the fulcrum
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of mobility.  

We must leverage the full potential for vehicle pooling and other innovative technical solutions to
improve private vehicle utilization. People from villages should be able to bring their produce to
the cities with ease and efficiency.  

3.     Convenient mobility means safe, affordable and accessible for all sections of the
society. This includes the elderly, the women and the specially abled. We need to ensure
that public transport is preferred to private modes of travel. 

4.     Congestion free mobility is critical to check the economic and environment costs of
congestion. Hence, there should be emphasis on ending bottlenecks of networks. This
would result in fewer traffic jams and lower levels of stress for people travelling.   It
would also lead to greater efficiency in logistics and freight. 

5.     Charged mobility is the way forward. We want to drive investments across the value
chain from batteries to smart charging to Electric Vehicle manufacturing. India’s
business leaders and manufacturers are now poised to develop and deploy break-
through battery technology.  

The India Space Research Organization uses one of the best battery systems to run satellites in
space. Other institutions can partner with ISRO to develop cost effective and efficient battery
systems for electric cars. We want to build India as a driver in Electric Vehicles.  

We will soon put in place a stable policy-regime around electric and other alternative fuel
vehicles. Policies will be designed as a win-win for all, and enable huge opportunities in the
automotive sector.  

6.     Clean Mobility powered by Clean Energy is our most powerful weapon in our fight
against Climate Change! This means a pollution-free clean drive, leading to clean air and
better living standards for our people.  

We should champion the idea of ‘clean kilometres’. This could be achieved through bio-fuels
electric or solar charging. Electric Vehicles in particular can complement our investments in
renewable energy.  

We will do whatever it takes, because this is our commitment to our heritage, and our promise to
future generations. 

7.     Cutting-edge: Mobility is like the Internet in its early days. It is Cutting-edge.  It is the
next big innovation sector. The ‘Move Hack’ and ‘Pitch to Move’ events organized over
the past week show how young minds are coming up with creative solutions.

 Entrepreneurs should see mobility as a sector with immense opportunity for innovation and
growth. It is a sector where innovation can help solve problems for public good.

Friends,

 

I am convinced that the ‘Mobility Revolution’ is an enabler of our growth and development. When
India transforms mobility, it benefits one fifth of mankind. It also becomes a scaled success
story, for others to replicate. 



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

Let us build a template, for the world to adopt. 

 In conclusion, let me particularly appeal to the youth of India.  

My young, dynamic friends, this is your opportunity to lead a new era of innovation.  This is the
future. This is the sector that will absorb everything from those with doctors to engineers to
drivers to mechanics. We should embrace this revolution early, and leverage our strengths to
lead the mobility innovation ecosystem both for ourselves and for others.  

The Talent and Technology assembled here today, has the capability of making a transformative
mobility shift for India and the World.  

This shift will be based on ‘Caring for our World’, and ‘Sharing with Others’.  

 To quote from our ancient scriptures:

 

   

  

  

    

 

Which means:

May we all be Protected.

May we all be Nourished

May we work together with great energy

May our intellect be Sharpened

 

Friends!

 

 I look forward to see what we can do together.  

This summit is just the beginning. Let us Move ahead. 

Thank you.

Thank You Very Much!
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Source : www.thehindu.com Date : 2018-09-09

FACIAL RECOGNITION TECH AT AIRPORTS TO EASE
CONGESTION

Relevant for: Indian Economy | Topic: Infrastructure: Airports

Face pass: A woman going through facial recognition system at Dulles International Airport in
Dulles on September 6.   | Photo Credit: AFP

As facial recognition technology use generates intense scrutiny, a new system unveiled at
Washington’s Dulles airport is being touted as a “user friendly” way to help ease congestion for
air travellers.

Two new face recognition systems have been installed at the airport — one to meet legal
requirements for biometric entry-exit records, and a second to help speed processing of
travellers arriving on international flights by matching their real-time images with stored photos.

The growing use of facial recognition has ignited debate over surveillance and privacy around
the world, but officials told media this system was a way to help reducing annoying lines and
wait times without compromising security.

“The technology works,” U.S. Customs and Border Protection Commissioner Kevin McAleenan
told reporters at an airport unveiling.

“It’s fast, it’s user-friendly, it’s flexible and it’s cost-effective. And we believe it will change the
face of international travel.”

Over time, officials say the biometric recognition system will allow a traveller’s face to eliminate
the need for a boarding pass.

“No more fumbling with your boarding pass when you have two carry-ons, maybe a kid, no more
trying to find a QR code or trying the refresh your screen,” Mr. McAleenan said.

In one test for the system, he said the boarding 350 passengers for an Airbus A380 aircraft was
completed in 20 minutes, or half the normal time.

Officials showed how the new systems, operated with iPads mounted on poles, identified and
matched the image of travellers during the boarding process.
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Source : www.thehindu.com Date : 2018-09-10

WIND, SOLAR FARMS COULD BRING RAINS TO
SAHARA DESERT

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

Camels drink water in the Sahara desert around 100 kilometers from the town of Zouerat,
Mauritania,   | Photo Credit: AP

A massive wind and solar installation in the Sahara Desert would increase precipitation and
vegetation in the world’s largest hot desert.

The study, published in the journal Science, is among the first to model the climate effects of
wind and solar installations while taking into account how vegetation responds to changes in
heat and precipitation.

“Previous modeling studies have shown that large-scale wind and solar farms can produce
significant climate change at continental scales,” said Yan Li, a postdoctoral researcher at the
University of Illinois in the US. “But the lack of vegetation feedbacks could make the modelled
climate impacts very different from their actual behaviour.”

“We chose it [Sahara] because it is the largest desert in the world; it is sparsely inhabited; it is
highly sensitive to land changes; and it is in Africa and close to Europe and the Middle East, all
of which have large and growing energy demands,” he said.

The wind and solar farms simulated in the study would cover more than nine million square
kilometers and generate, on average, about three terawatts and 79 terawatts of electrical power,
respectively. “In 2017, the global energy demand was only 18 terawatts, so this is obviously
much more energy than is currently needed worldwide,” Li said.

The model revealed that wind farms caused regional warming of near-surface air temperature,
with greater changes in minimum temperatures than maximum temperatures. “The greater
nighttime warming takes place because wind turbines can enhance the vertical mixing and bring
down warmer air from above,” researchers said. Precipitation also increased as much as 0.25
millimetres per day on average in regions with wind farm installations.

“This was a doubling of precipitation over that seen in the control experiments,” Li said. In the
neighbouring Sahel, average rainfall increased 1.12 millimetres per day where wind farms were
present. “This increase in precipitation, in turn, leads to an increase in vegetation cover, creating
a positive feedback loop,” Li said.

Solar farms had a similar positive effect on temperature and precipitation, the team found. Unlike
the wind farms, the solar arrays had very little effect on wind speed.

“We found that the large-scale installation of solar and wind farms can bring more rainfall and
promote vegetation growth in these regions,” said Eugenia Kalnay, from University of Maryland
in the US. “The rainfall increase is a consequence of complex land-atmosphere interactions that
occur because solar panels and wind turbines create rougher and darker land surfaces.”

“The increase in rainfall and vegetation, combined with clean electricity as a result of solar and
wind energy, could help agriculture, economic development and social well-being in the Sahara,
Sahel, Middle East and other nearby regions,” said Safa Motesharrei from University of
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Source : www.thehindu.com Date : 2018-09-11

SEVEN COUNTRIES AT RISK OF EXCHANGE RATE
CRISES: NOMURA

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

Seven countries, including Sri Lanka, Pakistan and Turkey, are at risk of exchange rate crises
as investors re-assess their risks following the contagion in Argentina and Turkey, a new index
by Nomura says. According to the global financial services major, emerging markets are under
pressure as investors reassess the risks amid monetary policy normalisation in developed
markets, trade protectionism and China’s economic slowdown.

Damocles — the new gauge

The new gauge, Damocles, that assessed the risk of exchange rate crises for 30 emerging
market economies, noted that seven countries are at risk of exchange rate crises with scores
over 100: Sri Lanka, South Africa, Argentina, Pakistan, Egypt, Turkey and Ukraine.

A score above 100 suggests a country is vulnerable to an exchange rate crisis in the next 12
months, while a reading above 150 signals a crisis could erupt at any time. As per the index Sri
Lanka has a score of 175, followed by South Africa (143), Argentina (140), Pakistan (136), Egypt
(111), Turkey (104) and Ukraine (100).

Meanwhile, India’s Damocles score stood at 25.

On India, the report said CPI inflation had moderated (to around 4.5% in 2018 from 9.7% in
2012), as has the current account deficit (around 2.5% of GDP versus 5%). Moreover, the
central bank has a sufficient forex reserve buffer, as a result, India’s Damocles score has fallen
to 25 in July-September quarter of 2018. “Given India runs a current account deficit, it remains
vulnerable to bouts of global risk aversion,” Nomura said, adding that “higher oil prices and
portfolio outflows are its key external vulnerabilities.”

The other risk factors for the Indian economy stem from the government turning more populist
ahead of the 2019 general elections and a sharper-than-expected domestic growth slowdown,
which in turn will trigger equity outflows, it added.

The Indian rupee has depreciated 13% so far in 2018 and on Monday touched a historic intraday
low of Rs. 72.67 to a dollar.
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Source : www.thehindu.com Date : 2018-09-11

CAUSE FOR CAUTION: ON INDIA'S GDP GROWTH
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Demographic Economics &

various Indexes

A question being raised about the GDP estimates for the first quarter of this year (April-June) is:
How should 8.2% GDP growth be interpreted in, or reconciled with, the overall context of some
of the pronounced trends in the economy? These include the depreciating rupee, rising bank
bad loans, or non-performing assets (NPAs), a trade deficit that has shot up to a five-year high,
and retail fuel prices that are inching up every day.

One of the explanations being offered for the missing feel-good sentiment is that the faster
growth has come on a low base which has produced a statistical effect, making growth appear
faster. This is partly correct. The low base does explain a part of the growth estimated, but not
all of it.

The full picture emerges from sectoral estimates, which show that while some parts of the
economy grew faster, a few others did not. Agricultural GDP growth quickened as two
successive years of good rains improved farm produce. Manufacturing and construction, both
industries that were dealt a severe shock by demonetisation, recovered, as the cash shortage
moderated. Policy support — such as simplification of the messy Goods and Services Tax
collection systems — can strengthen this revival. If nurtured, it can be employment-positive.

Services growth slowed. Industries such as trade, hotels and transport, and the financial, real
estate and professional services fall in this segment, as do public administration and defence
services. Services growth is relatively more representative of the economic sentiment of the
vocal among urban and semi-urban Indians. The performance of services probably explains the
sense of disconnect with the growth estimate being expressed in some quarters.

Despite slowing as compared to a year ago, the services sector grew faster than the agricultural
GDP. It is too early to conclude if rural distress — to address which the Narendra Modi
government announced budgetary support — has ended or reduced significantly. Rural wage
growth has remained stagnant for the past four years.

Surprisingly, the slower services sector growth has not been a drag on consumption. Private
consumption expenditure growth has quickened, relative to the preceding quarter, as well as
compared to the same quarter last year. The strong, sustained growth, despite the high base,
suggests that a consumption boom is in the making. Government salary and pension hikes
including at the State level are feeding this consumption spree that is funded by taxpayer money
and has remained unaffected by the sharp surge in retail fuel prices. Consumer industries are
also reporting robust rural sales growth. Pockets of the rural economy — land-owning large
farmers, for instance — appear flush with disposable income.

The cause for caution is that the GDP growth continues to be powered by consumption, not
investments. Consumption-led growth is sustainable up to a point, especially if it is financed by
expanding the government (Centre plus States’ cumulative fiscal) deficit. The high growth in the
years preceding the global financial crisis was driven by savings and investments. After the
global economic downturn disrupted that trend, an investments famine followed.

A big expectation was that with Mr. Modi in the driver’s seat, investments would revive, but, as
the quarterly estimates remind us, the economy is still not out of the investments slowdown. The
share of investments in GDP dropped from 32.2% in January-March to 31.6% in April-June this
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year (although it is slightly better than the 31% in April-June 2017) — a direct consequence of
the worsening NPA crisis.

A recapitalisation of banks was undertaken. It has not measured up to the problem. The
insolvency mechanism has just about started functioning after dithering and delays. The
government, in spite of its majority in Parliament, has made little progress in reforming public
sector banks. Even the Nirav Modi scam could not shake it out of inaction.

With the government upbeat over the 8.2% growth, the risk is that in all the excitement, the
message from the quarterly estimates (on the sustainable drivers of growth) might be lost.

The estimates for the subsequent quarters of this year will not enjoy the benefit of the low-base
effect. First quarter estimates are early indicators and not necessarily representative of the
remaining nine months of a year.

To sustain the 8%-plus growth rate beyond the first quarter, through the rest of the year, will
require a far more pro-active policy push than appears probable in an election year that is also
fraught with global economic challenges and mounting macroeconomic pressures. Ranging from
rising international crude prices to the risk of inter-country trade wars, these are likely to keep
the current account deficit — and therefore the rupee — under stress. A depreciating rupee will
inflate retail fuel prices, unless the Central and State governments cut the taxes on them. But tax
cuts will increase the fiscal deficit. The Reserve Bank of India can hike interest rates to arrest
the rupee’s depreciation. But that will further increase the cost of borrowing, including the
government’s debt.

Reforms, by removing bottlenecks, could have promoted growth even in an environment of
rising macroeconomic vulnerability. But Mr. Modi’s Independence Day speech has not spelt out
any reform measures to be expected in the run-up to the general election. As of now, there are
no signs that the full-year growth will beat the forecasts, most of which are about 7.4%.

Puja Mehra is a Delhi-based journalist
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Source : www.pib.nic.in Date : 2018-09-11

THE GOVERNMENT IS PROVIDING SUBSIDY ON CROP
RESIDUE MANAGEMENT MACHINERY TO FARMERS

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

Ministry of Agriculture & Farmers Welfare

The government is providing subsidy on crop residue
management machinery to farmers

Crop residue management in the field helps soil become
more fertile thereby resulting in savings of Rs 2000/hectare
from the farmer’s manure cost.

Posted On: 11 SEP 2018 4:49PM by PIB Delhi

Minister of Agriculture and Farmers’ Welfare Shri Radha Mohan Singh has said hundreds of
millions of waste produced in India comes from agriculture and agricultural enterprises.
According to statistics, 70% of the waste is used in industrial sector and as domestic fuel. The
remaining waste can be converted into bio-components and bio fuels and can also be used in
the generation of energy. While addressing National Conference on “Potential of Waste in
Energy Generation and its Challenges” organized by the Ministry of Agriculture & Farmers’
Welfare and Indian Federation of Green Energy (IFGE) today he emphasized the need to
eliminate pollution caused by the burning of crop residues and said that the poisonous gas
generated by it affects human health and destroys soil nutrients. He informed that the
government is providing subsidy @50-80% for crop residue management machinery. These
machines help farmers in mixing crop residue with soil to make it more productive. Farmer
groups are being provided financial assistance @80% of the project cost for establishing Farm
Machinery Banks for Custom Hiring of crop residue management machinery. A provision of Rs
1151.80 crores for two years has been made under this scheme for states like Punjab, Haryana,
Uttar Pradesh and NCR.

He further informed that the management of crop residue in the field will help the soil become
more fertile thereby resulting in savings of Rs 2000 per hectare from the farmer’s manure cost.
By making palette from crop residue, it can be used for power generation. Under the sub
mission on agricultural mechanization, 40% subsidy is given on straw rake, straw baler, loader
etc. Through this, crop residue is collected and bales are made out of it so that it’s easy to carry
to crop residue palette to power generation plants.

The Minister said that the Agricultural Engineering Division of the ICAR has done remarkable
works in the area of bio-energy for biogas production from paddy straw biomass.

He appealed to the farmers not to burn crop residue thereby helping protect human health and
environment.
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Source : www.pib.nic.in Date : 2018-09-11

FIRST EVER AWARDS TO SECONDARY STEEL
SECTOR

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

Ministry of Steel

First ever awards to secondary Steel Sector

Posted On: 11 SEP 2018 12:21PM by PIB Delhi

For the first time, the Ministry of Steel will be giving away awards to the secondary steel sector
on 13th September 2018 at a function in New Delhi. The awards have been instituted in order to
encourage the secondary steel sector as it plays a key role as a growth engine for the national
economy and employment generation.

 

Strong performance of the secondary steel sector has added muscle to India’s steel production.
Encouraged by the overall potential, the Government of India has taken various initiatives to
improve the performance of this sector. A few such initiatives are - supporting energy efficiency
projects (Energy conservation and control of GHG emission) and R&D activities, strengthening
institutional support, protecting domestic producers from below-cost import from foreign
countries through antidumping measures, launching of an award scheme to recognize and
encourage progressive units for adopting energy-efficient technologies and innovative
measures.

 

Based on the present growth pattern, it is expected that India will rise to the second position
after China. The National Steel Policy 2017 has set a target of 300 million tonnes per annum of
production capacity by 2030. The production capacity in 2017-18 has already reached 137.97
million tonnes (MT).

 

One of the most significant aspects of the secondary steel sector is that it reaches out to millions
of people in the rural areas, meeting rural demand. Growing in conjunction with the primary steel
sector, the secondary steel sector holds enormous potential for growth and opportunities in the
country. This sector has certain specific advantages over the primary steel sector such as lower
capital and land requirements and the capability to produce special sections and customized
products. With these abilities, the sector is bound to play a major role in actualizing the growth
target of 300 million tonnes of steel production capacity by 2030.

The secondary steel sector comprises various sub-sectors such as sponge iron units, EAFs, IF
units, re-rolling mills, cold rolling mills, galvanizing units, wire drawing units, and tinplate
producers with annual production capacity of less than 1 million tonne and they meet the
country’s demand for value added steel products.
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From a modest beginning with a small steel rerolling mill (SRRM) unit in 1928 in the industrial
town of Kanpur, Uttar Pradesh, the industry grew impressively in different parts of country over
the years. By 1968, this sector grew to produce nearly 5 million tonnes of steel annually. Kolkata
in West Bengal, Mumbai in Maharashtra, and Mandi Gobindgarh in Punjab were the initial three
clusters of the secondary steel sector in the country. With the advent of induction furnace (IF)
melting units in the early eighties, the sector further expanded in the country in cluster mode
with a wider entrepreneurship base.

 

India has achieved 103.13 million tonnes in 2017-18 against the production of 97.94 in the year
2016-17. Per capita consumption of steel is also steadily increasing and has reached about 69
kg Per capita today

 

World crude steel production in 2017 registered a growth rate of about 5.3% as compared to the
previous year. The global production in 2017 stands at 1691.2 million tonnes. With about 6%
share in the total world crude steel production, India occupies the third position behind China
and Japan. The steel industry in India contributes nearly 2 per cent to the country’s gross
domestic product (GDP).
 

***

MM/ KA

 

 

(Release ID: 1545615) Visitor Counter : 327

Read this release in: Marathi , Hindi , Tamil

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

Source : www.thehindu.com Date : 2018-09-12

SC ORDERS STATUS QUO ON RBI’S FEBRUARY 12
CIRCULAR

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

The Supreme Court on Tuesday ordered status quo on the implementation of a February 12
circular of the Reserve Bank of India which mandates insolvency proceedings for a debt
servicing default beyond 180 days.

A Bench of Justices Rohinton F. Nariman and Indu Malhotra transferred the cases against the
RBI circular pending in various High Courts and agreed to hear them together in November.

Meanwhile, the apex court ordered that insolvency proceedings should not commence against
the defaulting power companies.

The circular, in a bid to efficiently realise bad loans, is part of a revised RBI framework. Power
firms have argued that the provision was unfair as their debt repayment capacity was directly
linked to revenue from power distribution companies and availability of coal, a natural resource
closely regulated by the State.

The circular had said the revised framework was meant for resolution of stressed assets in the
economy. “In view of the enactment of the Insolvency and Bankruptcy Code, 2016, it has been
decided to substitute the existing guidelines with a harmonised and simplified generic framework
for resolution of stressed assets,” the RBI had said.

If a resolution was not found by August 27, NPA accounts were to be sent to bankruptcy courts.
Banks have exposure of about Rs. 1.74 lakh crore to stressed power assets.
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Source : www.thehindu.com Date : 2018-09-12

BANKRUPTCY COURT SHOULD BE THE FINAL
OPTION: RAJAN

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

Former RBI Governor Raghuram Rajan is of the view that bankruptcy court should be the final
option and loan renegotiation should be done under its shadow, not in it.

“Banks and promoters have to strike deals outside of bankruptcy, or if promoters prove
uncooperative, bankers should have the ability to proceed without them,” he said in a note
prepared for the Parliament Estimates Committee at the request of its chairman Dr. Murli
Manohar Joshi.

Dr. Rajan’s statement assumes significance in the backdrop of the ongoing resolution of 20
power sector NPA accounts where there’s a tussle on between the RBI and banks.

In a different context, the former RBI governor blasted those who were saying that the RBI was
responsible for the slowdown in credit and the economy because of its push to recognise NPAs,
calling such claims “ludicrous”.

Cleanup not the problem

“Cleanup was part of the solution, not the problem,” he said, pointing out how public sector
banks had started soft-pedalling on loans to industry, agriculture and MSMEs since April 2014,
well before the cleanup process began in the second half of fiscal 2015. (see graphs). This was
even as they pushed hard on personal and housing loans, where the NPAs were low.

“The slowdown is best attributed to over-burdened public sector bank balance sheets and
growing risk aversion in public sector bankers,” he said, pointing out that private banks had not
slowed down on their lending to industry. Their aversion was also visible in the way they slowed
down on accepting deposits relative to their private sector peers.

Conceding that the RBI “should probably have raised more flags about the quality of lending in
the early days of banking exuberance,” Dr. Rajan said that with the benefit of hindsight, the RBI
should not have agreed to forbearance.

He also defended the much-criticised asset quality review initiated by him during his tenure,
saying that it was necessary because banks were simply not recognising bad loans, not
following uniform procedures for recognition, and not making adequate provision for loans that
had stayed as NPAs for a long time.

Looking ahead, Dr. Rajan said that governance of public sector banks had to be improved by
professionalising boards and depoliticising appointments by handing it over to the Banks Board
Bureau. He suggested introduction of outside talent into top management of PSBs given the
talent deficit they faced.
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Source : www.thehindu.com Date : 2018-09-12

AVOIDABLE SUSPENSE: ON INDIAN-ORIGIN FPIS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

Foreign investors in the Indian market are used to unexpected twists in the regulatory
landscape, but they seldom talk tough in the public domain. So it was unusual for a group of
foreign portfolio investors (FPIs) to openly appeal to the Prime Minister for an urgent intervention
last Monday. The Asset Managers Roundtable of India (AMRI) warned that India’s booming
stock markets will be in for a tight bear-hug and the embattled rupee could face even greater
pressure if an April 10 diktat from the Securities and Exchange Board of India is not scrapped.
The SEBI circular, they argued, disqualifies about $75 billion of portfolio investments into India
made by FPIs backed by domestic institutions, NRIs, Persons of Indian Origin and Overseas
Citizen of India card-holders. The total portfolio investments in India’s financial markets are
estimated at $450 billion. The circular, issued to enhance the Know Your Client norms for FPIs,
ended up imposing a blanket ban on certain types of investments where NRIs, PIOs or OCIs
were investors (beyond a threshold) or even served as senior managing officials of these funds.
The circular delegates the task of identifying high-risk jurisdictions, with tighter KYC norms, on
custodian banks.

Last week, SEBI called AMRI’s warning as “preposterous and highly irresponsible”. Yet, by the
weekend the H.R. Khan Committee set up by SEBI recommended changes that may be made to
the regulator’s directive, addressing most of the concerns raised by the FPIs. The panel’s report
clarified that NRIs, OCI card-holders and resident Indians can manage the investments of any
FPI registered with SEBI and, more importantly, hold up to 50% of an FPI’s assets under
management. This has removed any ambiguity and provided relief to foreign investors who were
left guessing how the term ‘majority’ — as stated in the April circular — would be determined by
SEBI while applying the beneficial ownership test. The committee said the deadline for
complying with the circular, which was already extended from August 31 to December 31, must
be extended further, and funds with investments breaching the final thresholds that the regulator
decides upon should be granted 180 days to unwind positions. SEBI has now announced public
consultations before it finalises these norms, and in the process created some breathing space
for such funds to remain invested on Dalal Street. No one should have a grouse with attempts to
curb round-tripping of illegal domestic wealth into the Indian market through the foreign
investments route. But treating all FPIs with Indian-origin managers as potential conduits of illicit
money is unwise. SEBI could have managed all of this as an independent regulator had it held a
timely dialogue with stakeholders before framing these norms, as it usually does. Such policy
uncertainty and sharp about-turns will do little to enhance India’s credibility among global
investors.
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Source : www.thehindu.com Date : 2018-09-13

PAYING AT THE PUMP: THE CAUSES AND
CONSEQUENCES OF SOARING FUEL PRICES

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

Petrol price was on Saturday raised by 39 paise a litre and diesel by 44 paise per litre, according
to price notification issued by state fuel retailers.   | Photo Credit: K. MURALI_KUMAR

In June 2017, India’s state-run oil marketing companies switched to a dynamic pricing approach
to set pump prices of petrol and diesel on a daily basis. The move was aimed at helping ensure
a market-driven approach to fuel pricing by enabling oil firms to factor in day-to-day fluctuations
in crude oil prices as well as movements in the exchange rate of the U.S. dollar to the rupee. As
a result, with both crude oil and the dollar becoming significantly dearer over the last six months,
petrol and diesel prices have remained on a steady upward trajectory countrywide since April 1.
According to the Indian Oil Corporation (IOC), petrol hit a record high of 88.26 per litre on
September 11 in Mumbai, where fuel prices are the highest among India’s four major metros. At
that level, the cost of petrol to consumers had climbed 8.4% in this fiscal year.

Besides the cost of crude oil and the exchange rate, the incidence of Excise Duty (levied by the
Centre) and VAT (charged by the respective States), along with a nominal dealer commission
that the oil companies pay to fuel pump owners, ends up approximately doubling the final price
consumers pay. To illustrate: the ‘price buildup’ information posted on IOC’s website shows that
on September 3, a consumer in Delhi paid 79.15 for a litre of petrol that was delivered to the
dealers in the city at a cost of 39.21.

Diesel is used to transport goods and commuters and therefore has a direct pass-through
impact on retail inflation. When consumers end up facing higher fuel bills for using their petrol-
powered two-wheelers or cars, and are also unsure of how the overall increase in the cost of
living is going to impact their monthly budgets, they are likely to curtail non-essential
consumption expenditure. Thus, even as inflation accelerates, consumer spending, a key driver
of economic growth, could start to soften.

Given the extent to which Central and State taxes inflate the final fuel prices paid by consumers,
the governments have the option of trimming excise duty and VAT, even if this would entail
foregoing some revenue in the short-term. In the longer term, policymakers must look at more
enduring structural solutions including ways to reduce the dependence on crude oil imports.
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Source : www.pib.nic.in Date : 2018-09-13

CABINET APPROVES MOU BETWEEN INDIA AND
EGYPT ON COOPERATION IN THE FIELD OF
AGRICULTURE & ALLIED SECTORS

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

Cabinet

Cabinet approves MoU between India and Egypt on
cooperation in the field of Agriculture & allied sectors

Posted On: 12 SEP 2018 4:27PM by PIB Delhi

The Union Cabinet chaired by Prime Minister Shri Narendra Modi has approved the signing of a
Memorandum of Understanding (MoU) between India and Egypt for cooperation in the field of
agriculture & allied sectors.

The MoU provides for cooperation in areas of agricultural crops (especially wheat and maize),
agricultural biotechnology, nanotechnology, irrigation and water management technology
including water harvesting and micro-irrigation technology, management of agriculture wastes
management for energy production; food security, safety and quality; horticulture; organic
agriculture; livestock husbandry, livestock breeding, dairying, fisheries, feed and fodder
production; animal products and value addition; sanitary and phyto-sanitary issues concerning
trade in plant and animal products; agriculture machinery in small scale; agri-business and
marketing; pre and post-harvest procedures; food technology and processing; integrated pest
management in agriculture; agricultural extension and rural development; agricultural trade &
investment; intellectual property rights issues; technical know-how and human resources in seed
sector; infrastructure development and capacity building in agriculture & allied sectors and other
related areas of interest that are mutually agreed upon by both Parties.

Cooperation will also be effected through exchange of research scientists and experts;
exchange of agricultural information and scientific publications (journals, books, bulletins,
statistical data on agriculture and allied sectors); exchange of germplasm & agriculture
technology; and conducting joint seminars, workshops, symposiums and other similar activities.

Under the MoU, a Joint Working Group (JWG) will be formed to enhance cooperation on matters
of mutual interest including consultations on bilateral issues. The JWG will meet at least
annually in the initial two years, alternately in India and Egypt to formulate joint work programs,
facilitation and consultation, including making additional supplementary engagements with
regard to specific issues.

*****
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Source : www.pib.nic.in Date : 2018-09-13

CABINET APPROVES NEW UMBRELLA SCHEME
“PRADHAN MANTRI ANNADATA AAY SANRAKSHAN
ABHIYAN” (PM-AASHA)

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

Cabinet

Cabinet approves New Umbrella Scheme “Pradhan Mantri
Annadata Aay SanraksHan Abhiyan” (PM-AASHA)

PM-AASHA will provide MSP assurance to farmers

A reflection of Government’s commitment to the
“Annadata”

Posted On: 12 SEP 2018 4:24PM by PIB Delhi

Giving a major boost to the pro-farmer initiatives of the Government and in keeping
with its commitment and dedication for the Annadata, the Union Cabinet chaired by
Prime Minister Shri Narendra Modi has approved a new Umbrella Scheme “Pradhan
Mantri Annadata Aay SanraksHan Abhiyan’ (PM-AASHA).  The Scheme is aimed at
ensuring remunerative prices to the farmers for their produce as announced in the
Union Budget for 2018. 

 

This is an unprecedented step taken by Govt. of India to protect the farmers’ income
which is expected to go a long way towards the welfare of farmers.  Government has
already increased the MSP of kharif crops by following the principle of 1.5 times the
cost of production. It is expected that the increase in MSP will be translated to
farmer’s income by way of robust procurement mechanism in coordination with the
State Governments. 

 

Components of PM-AASHA:

 

The new Umbrella Scheme includes the mechanism of ensuring remunerative prices
to the farmers and is comprised of

Price Support Scheme (PSS),●

Price Deficiency Payment Scheme (PDPS)●
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Pilot of Private Procurement & Stockist Scheme (PPPS).●

 

The other existing schemes of Department of Food and Public Distribution (DFPD) for
procurement of paddy, wheat and nutri-cereals/coarse grains and of Ministry of
Textile for cotton and jute will be continued for providing MSP to farmers for these
crops.

 

Cabinet has also decided that participation of private sector in procurement operation
needs to piloted so that on the basis of learnings the ambit of private participation in
procurement operations may be increased. Therefore in addition to PDPS.

 

It has been decided that for oilseeds, states have the option to roll out Private
Procurement Stockist Scheme (PPSS) on pilot basis in selected district/APMC(s) of
district involving the participation of private stockiest. The pilot district/selected
APMC(s) of district will cover one or more crop of oilseeds for which MSP is notified.
Since this is akin to PSS, in that in involves physical procurement of the notified
commodity, it shall substitute PSS/PDPS in the pilot districts. 

 

The selected private agency shall procure the commodity at MSP in the notified
markets during the notified period from the registered farmers in consonance with the
PPSS Guidelines, whenever the prices in the market fall below the notified MSP and
whenever authorized by the state/UT government to enter the market and maximum
service charges up to 15% of the notified MSP will be payable.

 

Expenditure:

 

The Cabinet has decided to give additional government guarantee of Rs.16,550 crore
making it Rs. 45,550 crore in total.

 

In addition to this, budget provision for procurement operations has also been
increased and Rs. 15,053 crore is sanctioned for PM-AASHA implementation. The
scheme henceforth is a reflection of Government’s commitment and dedication to our
‘Annadata’.
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Procurement over the years:

 

During financial years 2010-14 total procurement was Rs. 3500 crore only whereas
during financial years 2014-18, it has risen 10 times and reached to Rs. 34,000 crore.
For procurement of these agri-commodities during 2010-14, Government Guarantee
of Rs. 2500 crore was provided with expenditure of only Rs. 300 crore; while during
2014-18, Guarantee  amount has been increased to Rs. 29,000 crore  with
expenditure of Rs. 1,000 crore.

 

Details:

 

Government of India is working with the holistic approach of solving any issue rather
than in fragments. Increasing MSP is not adequate and it is more important that
farmers should get full benefit of the announced MSP. For this, government realizes
that it is essential that if price of the agriculture produce market is less than MSP,
then in that case State Government and Central Government should purchase either
at MSP or work in a manner to provide MSP for the farmers through some other
mechanism. With this approach, Cabinet has approved the Umbrella Scheme of PM-
AASHA with three sub-schemes i.e. Price Support Scheme (PSS), Price Deficiency
Payment Scheme (PDPS) and pilot of Private Procurement & Stockist Scheme
(PDPS).

 

In Price Support Scheme (PSS), physical procurement of pulses, oilseeds and Copra
will be done by Central Nodal Agencies with proactive role of State governments. It is
also decided that in addition to NAFED, Food Cooperation of India (FCI) will take up
PSS operations in states /districts. The procurement expenditure and losses due to
procurement will be borne by Central Government as per norms.

 

Under Price Deficiency Payment Scheme this scheme (PDPS), it is proposed to
cover all oilseeds for which MSP is notified. In this direct payment of the difference
between the MSP and the selling/modal price will be made to pre-registered farmers
selling his produce in the notified market yard through a transparent auction process.
All payment will be done directly into registered bank account of the farmer. This
scheme does not involve any physical procurement of crops as farmers are paid the
difference between the MSP price and Sale/modal price on disposal in notified
market. The support of central government for PDPS will be given as per norms.
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Pro-farmer initiatives of the Government:

 

The Government is committed to realizing the vision of doubling farmers’ income by
2022.  The emphasis is on enhancing productivity, reducing cost of cultivation and
strengthening post-harvesting management, including market structure.  Several
market reforms have been initiated.  These include Model Agricultural Produce and
Livestock Marketing Act, 2017 and Model Contract Farming and Services Act, 2018. 
Many States have taken steps to adopt these through legislation. 

 

Efforts are on for a new market architecture, so as to ensure that farmers get
remunerative prices on their produce. These include setting up of Gramin Agricultural
Markets (GrAMs) so as to promote 22,000 number of retail markets in close proximity
of farm gate; competitive and transparent wholesale trade at APMC through eNAM
and a robust and pro-farmer export policy.

 

Besides, several other pro-farmers’ initiatives such as implementation of Pradhan
Mantri Fasal Bima Yojana, Pradhan Mantri KrishiSinchai Yojana, ParamparagatKrishi
Vikas Yojana and distribution of Soil Health Cards have been undertaken.  The
commitment for farmer welfare is also reflected by unprecedented decision of
announcing minimum support price based on the formula of 1.5 times the cost of
cultivation.

 

****
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Source : www.pib.nic.in Date : 2018-09-13

CABINET APPROVES ON FIXATION/REVISION OF
ETHANOL PRICE DERIVED FROM B HEAVY MOLASSES
/ PARTIAL SUGARCANE JUICE AND 100%
SUGARCANE JUICE UNDER ETHANOL BLENDED
PETROL PROGRAMME FOR ETHANOL SUPPLY YEAR
2018-19

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

Cabinet Committee on Economic Affairs (CCEA)

Cabinet approves on Fixation/Revision of ethanol price
derived from B heavy molasses / partial sugarcane juice
and 100% sugarcane juice under Ethanol Blended Petrol
Programme for Ethanol Supply Year 2018-19

Posted On: 12 SEP 2018 4:12PM by PIB Delhi

The Cabinet Committee on Economic Affairs, chaired by the Prime Minister Shri
Narendra Modi has given its approval to revise / fix the price of ethanol derived from B
heavy molasses / partial sugarcane juice and fix a higher price for 100% sugarcane
juice based ethanol for the forthcoming sugar season 2018-19 during ethanol supply
year from 1st December 2018 to 30th November 2019 as under:

 

To fix the ex-mill price of ethanol derived out of B heavy molasses / partial
sugarcane juice to Rs.52.43 per litre (from prevailing price of Rs.47.13 per litre).

●

To fix the ex-mill price of ethanol derived from 100% sugarcane juice at Rs.59.13
per litre (from prevailing price of Rs.47.13 per litre) for those mills who will divert
100% sugarcane juice for production of ethanol thereby not producing any sugar.

●

Additionally, GST and transportation charges will also be payable. OMCs have
been advised to fix realistic transportation charges so that long distance
transportation of ethanol is not disincentivised.

●

OMCs are advised to prioritise ethanol from 1) 100 % sugarcane juice, 2) B heavy
molasses / partial sugarcane juice, 3) C heavy molasses and 4) Damaged Food
grains/other sources, in that order.

●

 

Impact:

The decision will serve multiple purposes of reducing excess sugar in the country,
increasing liquidity with the sugar mills for settling cane farmer's dues and making

●
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higher ethanol available for Ethanol Blended Petrol (EBP) Programme.
All distilleries will be able to take benefit of the scheme and large number of them
are expected to supply ethanol for the EBP programme. Remunerative price to
ethanol suppliers will help in reduction of cane farmer's arrears, in the process
contributing to minimizing difficulty of sugarcane farmers.

●

Ethanol availability for EBP Programme is expected to increase significantly due
to higher price being offered for procurement of ethanol from B heavy molasses /
partial sugarcane juice and 100% sugarcane juice for first time.

●

Increased ethanol blending in petrol has many benefits including reduction in
import dependency, support to agricultural sector, more environmental friendly
fuel, lesser pollution and additional income to farmers.

●

 

Background:

 

Ethanol Blended Petrol Programme was launched by the Government in 2003 on pilot
basis which has been subsequently extended to the Notified 21 States and 4 Union-
Territories to promote the use of alternative and environment friendly fuels. This
intervention also seeks to reduce import dependence for energy requirements and
give boost to agriculture sector.

 

Government has notified administered price of, ethanol since 2014. This decision has
significantly improved the supply of ethanol during the past four years. The ethanol
procured by Public Sector OMCs has increased from 38 crore litre in ethanol supply
year 2013-14 to estimated 140 crore litre in 2017-18.

 

Consistent surplus of sugar production is depressing sugar price. Consequently,
sugarcane farmer's dues have increased due to lower capability of sugar industry to
pay the farmers. Government has taken many decisions for reduction of cane farmer's
dues.

 

With a view to limit sugar production in the Country, Government has taken multiple
steps including, allowing diversion of B heavy molasses / sugarcane juice for
production of ethanol. As the ex-mill price of sugar has increased from the earlier
estimated price, there is a need to revise price of B heavy molasses / partial
sugarcane juice and 100% sugarcane juice for production of ethanol.
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It is worth noting that as compared to ethanol derived from C heavy molasses route,
diversion of B heavy molasses reduces the sugar by about 20% and increases
ethanol availability by about 100%. On the other hand, diversion of sugarcane juice
reduces sugar by 100% and increases ethanol availability by about 600%.
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Source : www.pib.nic.in Date : 2018-09-13

100% ELECTRIFICATION OF BROAD GAUGE ROUTES
OF INDIAN RAILWAYS

Relevant for: Indian Economy | Topic: Infrastructure: Railways

Cabinet Committee on Economic Affairs (CCEA)

100% Electrification of Broad Gauge Routes of Indian
Railways

CCEA has approved electrification of remaining
unelectrified broad gauge (BG) routes of Indian Railways

Upon completion of electrification of the proposed routes,
Indian Railways broad gauge network will be 100%
operational on electric traction

Significant benefits in the areas of Safety, Capacity, Speed,
Energy Security & Sustainability

Proposed electrification is mainly for missing links and last
mile connectivity and will increase the operational
efficiency, enhance the line capacity and improve the
average speed of trains

Post electrification, Indian Railways is likely to save Rs
13,510 crore per annum in fuel bill

Will generate direct employment of about 20.4 crore man
days during the period of construction.

Posted On: 12 SEP 2018 4:09PM by PIB Delhi

The Cabinet Committee on Economic Affairs, chaired by the Prime Minister Shri
Narendra Modi, has approved the proposal for electrification of balance un-electrified
BG routes of Indian Railways (IR) comprising of 108 sections covering 13,675 route
kilometers (16,540 track kilometers) at a cost of Rs.12,134.50 crore. This
electrification is likely to be completed by 2021-22.
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The major trunk routes on IR network have already been electrified and are
operational. Considering the requirement for seamless operation of rail traffic across
the network, it is necessary that the bottlenecks created by the need to change
traction are done away with. The proposed electrification, which is mainly for missing
links and last mile connectivity will increase the operational efficiency, enhance the
line capacity and improve the average speed of trains.

 

The approved electrification will reduce the use of imported fossil fuels thereby
improve energy security to the Nation. After the planned electrification, there would be
reduction in the consumption of high speed diesel oil by about 2.83 billion litres per
annum and a reduction in GHG emissions. This will also reduce environmental impact
of Railways.

 

Currently, around two thirds of freight and more than half of passenger traffic in Indian
Railways moves on electric traction. However, electric traction accounts for just 37%
of the total energy expenses of Indian Railways. Due to this advantage, post
electrification, Indian Railways is likely to save Rs 13,510 crore per annum in fuel bill
and the same will improve its finances.

 

The approved electrification will generate direct employment of about 20.4 crore man
days during the period of construction.

 

The benefits from this decision are listed below:

 

Capacity & Speed

100% electrification will provide seamless train operation by eliminating
detention of trains due to change in traction from diesel to electric and vice versa.

●

It will help Railways in enhancing line capacity due to higher speed & higher
haulage capacity of electric locomotives

●

 

Safety

Improved signalling system will lead to enhanced safety in train operation●

 

Energy Security
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In line with the new Auto Fuel Policy of the Government, total shift to electric
traction will reduce fossil fuel consumption of about 2.83 billion liters per
annum

●

Reduced dependence on imported petroleum based fuels will ensure
energy security to the nation

●

 

Energy bill savings

Overall savings in fuel bill to the extent of Rs. 13,510 cr per annum.
Electrification of sections covered under this decision will result in net savings of
Rs. 3,793 cr per annum

●

Reduced expenditure on maintenance of locomotive as electric locomotive 
maintenance cost is Rs. 16.45 per thousand GTKM compared to diesel
locomotive  maintenance cost which is Rs. 32.84 per thousand GTKM

●

Regeneration facility of electric locomotives will save 15-20% energy●

Reduced overall requirement of electric loco due to higher horse power●

 

 

Sustainability

Reduced carbon footprint as environmental cost per Tonne Km for Electric
Traction is 1.5 Paisa and for Diesel Traction 5.1 paisa

●

In line with commitment made by India in COP21, total shift to electric traction will
reduce CO2 emission of Railways by 24% till 2027-28

●

Green house gas emission for electric traction will fall below diesel traction by
2019-20 making it environmentally friendly option.

●

 

Employment Generation

Direct employment during construction phase for about 20.4 crore Man days.●

 

The complete electrification of railway is poised to continue the growth story of Indian
Railways. Through the aforementioned benefits, complete electrification will act as a
catalyst for the modernisation process and deliver greater economic benefits. It will
help Indian Railways become the growth engine of India as envisaged by the Prime
Minister Shri Narendra Modi.

 

****
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Source : www.thehindu.com Date : 2018-09-15

POWER GAMES: ON ISSUES IN THE POWER SECTOR
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

The Supreme Court has ordered a stay on the Reserve Bank of India’s February 12 circular
asking banks to recognise loans as non-performing even if repayment was delayed by just one
day, and resolve them within 180 days. If banks failed to comply with the RBI’s new rules, these
stressed assets had to be forced to undergo swift insolvency proceedings under the new
Insolvency and Bankruptcy Code (IBC). This comes just weeks after the Allahabad High Court
refused to grant relief to troubled power companies facing action from the RBI. The apex court’s
decision to overturn RBI rules and transfer all pleas seeking exception from them to itself is
clearly the biggest challenge against the IBC yet. It is likely to cause significant uncertainty in the
resolution of stressed assets and undermine investor confidence in the bankruptcy process. The
postponement of the Supreme Court’s next hearing of the case to mid-November will send the
signal that in contrast to hopes that asset resolution under the new bankruptcy regime would be
done within a strict time frame, there are likely to be considerable delays in the resolution of
stressed assets. Distressed power companies, and a number of other firms in the shipping,
sugar and textile sectors, however, will be relieved as they are spared from bankruptcy
proceedings for now. According to the Association of Power Producers, the Supreme Court’s
order will save stressed companies producing 13GW worth of power from being pushed to the
doors of bankruptcy courts. Banks, too, will be happy as the reprieve will help them delay the
recognition of bad loan losses.

The Supreme Court’s decision to intervene, however, will do very little good in the long run to
either stressed power companies or their lenders. The troubles of power companies can be
traced to structural issues such as the absence of meaningful price reforms, unreliable fuel
supply and the unsustainable finances of public sector power distribution companies. Banks, on
the other hand, are unlikely to make much money out of these stressed assets until these
structural problems are sorted adequately to attract investors. Policymakers, not courts, need to
take charge and resolve these issues. That said, the current insolvency resolution process is not
without its flaws. According to a report released by the Insolvency and Bankruptcy Board of India
earlier this month, lenders could realistically expect to recover less than a tenth of their dues if
stressed assets are to be liquidated. This could be attributed to the IBC’s overemphasis on the
speedy resolution of bad loans over the recovery of maximum value from stressed assets. Not
surprisingly, several power companies emphasise that their assets could yield better returns if
the issues are resolved completely outside the purview of the IBC. The Supreme Court’s
decision has now provided lenders the chance to test this argument.
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Source : www.prsindia.org Date : 2018-09-15

THE PRS BLOG » EXAMINING THE RISE OF NON-
PERFORMING ASSETS IN INDIA

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

The issue of Non-Performing Assets (NPAs) in the Indian banking sector has become the
subject of much discussion and scrutiny. The Standing Committee on Finance recently released
a report on the banking sector in India, where it observed that banks’ capacity to lend has been
severely affected because of mounting NPAs. The Estimates Committee of Lok Sabha is also
currently examining the performance of public sector banks with respect to their burgeoning
problem of NPAs, and loan recovery mechanisms available.

Additionally, guidelines for banks released by the Reserve Bank of India (RBI) in February 2018
regarding timely resolution of stressed assets have come under scrutiny, with multiple cases
being filed in courts against the same. In this context, we examine the recent rise of NPAs in the
country, some of their underlying causes, and steps taken so far to address the issue.

What is the extent and effect of the NPA problem in India?

Banks give loans and advances to borrowers. Based on the performance of the loan, it may be
categorized as: (i) a standard asset (a loan where the borrower is making regular repayments),
or (ii) a non-performing asset. NPAs are loans and advances where the borrower has stopped
making interest or principal repayments for over 90 days.

As of March 31, 2018, provisional estimates suggest that the total volume of gross NPAs in the
economy stands at Rs 10.35 lakh crore. About 85% of these NPAs are from loans and advances
of public sector banks. For instance, NPAs in the State Bank of India are worth Rs 2.23 lakh
crore.

In the last few years, gross NPAs of banks (as a percentage of total loans) have increased from
2.3% of total loans in 2008 to 9.3% in 2017 (Figure 1). This indicates that an increasing
proportion of a bank’s assets have ceased to generate income for the bank, lowering the bank’s
profitability and its ability to grant further credit.

Escalating NPAs require a bank to make higher provisions for losses in their books. The banks
set aside more funds to pay for anticipated future losses; and this, along with several structural
issues, leads to low profitability. Profitability of a bank is measured by its Return on Assets
(RoA), which is the ratio of the bank’s net profits to its net assets. Banks have witnessed a
decline in their profitability in the last few years (Figure 2), making them vulnerable to adverse
economic shocks and consequently putting consumer deposits at risk.
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What led to the rise in NPAs?

Some of the factors leading to the increased occurrence of NPAs are external, such as
decreases in global commodity prices leading to slower exports. Some are more intrinsic to the
Indian banking sector.

A lot of the loans currently classified as NPAs originated in the mid-2000s, at a time when the
economy was booming and business outlook was very positive. Large corporations were
granted loans for projects based on extrapolation of their recent growth and performance. With
loans being available more easily than before, corporations grew highly leveraged, implying that
most financing was through external borrowings rather than internal promoter equity. But as
economic growth stagnated following the global financial crisis of 2008, the repayment capability
of these corporations decreased. This contributed to what is now known as India’s Twin Balance
Sheet problem, where both the banking sector (that gives loans) and the corporate sector (that
takes and has to repay these loans) have come under financial stress.

When the project for which the loan was taken started underperforming, borrowers lost their
capability of paying back the bank. The banks at this time took to the practice of ‘evergreening’,
where fresh loans were given to some promoters to enable them to pay off their interest. This
effectively pushed the recognition of these loans as non-performing to a later date, but
did not address the root causes of their unprofitability.

Further, recently there have also been frauds of high magnitude that have contributed to rising
NPAs. Although the size of frauds relative to the total volume of NPAs is relatively small, these
frauds have been increasing, and there have been no instances of high profile fraudsters being
penalised.

What is being done to address the problem of growing NPAs?

The measures taken to resolve and prevent NPAs can broadly be classified into two kinds – first,
regulatory means of resolving NPAs per various laws (like the Insolvency and Bankruptcy
Code), and second, remedial measures for banks prescribed and regulated by the RBI for
internal restructuring of stressed assets.

The Insolvency and Bankruptcy Code (IBC) was enacted in May 2016 to provide a time-bound
180-day recovery process for insolvent accounts (where the borrowers are unable to pay their
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dues). Under the IBC, the creditors of these insolvent accounts, presided over by an insolvency
professional, decide whether to restructure the loan, or to sell the defaulter’s assets to recover
the outstanding amount. If a timely decision is not arrived at, the defaulter’s assets are
liquidated. Proceedings under the IBC are adjudicated by the Debt Recovery Tribunal for
personal insolvencies, and the National Company Law Tribunal (NCLT) for corporate
insolvencies. 701 cases have been registered and 176 cases have been resolved as of March
2018 under the IBC.

What changed recently in the RBI’s guidelines to banks?

Over the years, the RBI has issued various guidelines aimed at the resolution of stressed assets
of banks. These included introduction of certain schemes such as: (i) Strategic Debt
Restructuring (which allowed banks to change the management of the defaulting company), and
(ii) Joint Lenders’ Forum (where lenders evolved a resolution plan and voted on its
implementation). In line with the enactment of the IBC, the RBI, through a circular in February
2018, substituted all the specific pre-existing guidelines with a simplified, generic, time-bound
framework for the resolution of stressed assets.

In the revised framework which replaced the earlier schemes, the RBI put in place a strict
deadline of 180 days during which a resolution plan must be implemented, failing which stressed
assets must be referred to the NCLT under IBC within 15 days. The framework also introduced a
provision for monitoring of one-day defaults, where incipient stress is identified and flagged
immediately when repayments are overdue by a day.

Borrowers whose loans were tagged as NPAs before the release of the circular recently crossed
the 180-day deadline for internal resolution by banks. Some of these borrowers, including
various power producers and sugar mills, had appealed against the RBI guidelines in various
High Courts. A two-judge bench of the Allahabad High Court had recently ruled in favour of the
RBI’s powers to issue these guidelines, and refused to grant interim relief to power producers
from being taken to the NCLT for bankruptcy. All lawsuits against the circular have currently
been transferred to the Supreme Court, which has now issued an order to maintain status quo
on the same. This means that these cases cannot be referred to the NCLT until the Supreme
Court’s decision on the circular, although the RBI’s 180-day deadline has passed. This
effectively provides interim relief to the errant borrowers who had moved to court till the next
hearing of the apex court on this matter, which is scheduled for November 2018.

 

 

Share this:

Email●

Facebook●

Twitter●

Google●

Youdao●

Xian Guo●

Zhua Xia●

My Yahoo!●

newsgator●



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

Bloglines●

iNezha●

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

Source : www.thehindu.com Date : 2018-09-16

DOES U.S. WANT INDIA TO IMPORT MORE?
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign capital, Foreign Trade

& BoP

What happened?

President Donald Trump came to power partly on the promise that he will create more jobs and
that other countries would not thrive at the expense of the U.S. In his dealings with the rest of
the world, he has made it amply clear that if the U.S. buys more from another country than what
that country buys from the U.S., America loses; something he does not want. That spirit has
spurred his move to impose higher duties on imports to spur local manufacture and increase
jobs in the U.S. The same spirit is also behind the move to pressure India to import at least $10
billion a year more from the U.S. over the next three years.

How much do we buy?

According to the U.S. Census Bureau, India imported $25.7 billion from the U.S. in 2017 while it
exported $48.6 billion to the largest economy in the world. The U.S.’s latest demand means it
wants India to cut its trade deficit with the American nation by close to half, through increased
purchases of civilian aircraft and natural gas. Between 2014 and 2017, India’s trade deficit with
the U.S. has hovered over $23-24 billion annually. In 2017, it dropped by $1.5 billion compared
with 2016, due to higher imports from the U.S. Till July this year, India’s deficit ran to $13.2
billion, not significantly different from the $13.6 billion for the same period a year earlier.

Where does China stand?

Juxtapose those figures against China’s trade deficit with the U.S. — it was $375.6 billion for
2017. Mr. Trump is targeting imports from China (which, in his opinion, are taking jobs away
from Americans) and has imposed duties on $50 billion worth of Chinese exports to the U.S.
China has reacted with similar duties on imports from the U.S. With duties impending on another
$200 billion worth of trade, he has most recently said his administration has lined up action on a
third lot of $267 billion worth of Chinese imports into the U.S. This has roiled markets globally as
trade wars benefit none. In the U.S.’s own case, for example, duties on solar panels, being
sourced from China, have led to the sector forecasting a slower growth and flagging a loss of
23,000 jobs — the exact opposite of what Mr. Trump wanted.

Is it helping the U.S.?

The tough stance of the U.S. is significant. Reports suggest that the administration has wrought
a miracle of sorts. The U.S. economy has returned to life: the GDP is growing at a 3%-plus rate;
unemployment rate is near a 50-year low; the stock market has jumped 27% amid a surge in
corporate profits. Many critics, including some from his Republican Party, have said this is not
sustainable and that government spending, which is driving a part of the revival, will peter out in
2019. Some predict that the U.S. could even see a recession in 2020.

How does it affect India?

If this happens, it could be disastrous for India — not only will India’s exports to the U.S. suffer,
but it would have wasted precious dollar resources in signing up for imports under pressure.
Even if the U.S. continued to grow, an increase in imports by India, merely to address the trade
gap, would have a telling effect on the exchange rate. Indian government officials have



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

estimated an extra $26 billion expenditure due to rising oil prices. Oil importers buy dollars to
pay for their imports. That has contributed significantly to the falling rupee, which has lost as
much as 14% this year, making it the worst performing currency in Asia. Spending an extra $10
billion a year on imports from the U.S. would mean further pressure on the rupee.

A falling rupee makes life difficult for other Indian importers. This would have a domino effect on
the rest of the economy. Rising prices could dampen consumer demand, resulting in poorer
profit margins for industry.

K. Bharat Kumar
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Source : www.economictimes.indiatimes.com Date : 2018-09-16

GOVERNMENT DOUBLES NPA RECOVERY FOR PSBS
TO RS 1.5L CRORE THIS FISCAL

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

NEW DELHI: The government expects state-run banks to recover Rs 1.5 lakh crore of bad debt
during the current financial year, twice the amount that lenders had managed to get out of
defaulting companies.

“We are aiming to double the NPA recovery in fiscal 2019. In 2017-18 total NPA recovery was
around Rs 74,000 crore. We asked banks to match last full fiscal year recovery number by the
end of second half,” a senior government official said on Friday. Non-performing assets or NPAs
have been a major concern for public sector banks and have pulled at least half of them into the
red.

Although the situation seemed to have improved a little during the June quarter when the stock
of NPAs declined marginally from Rs 10.25 lakh crore to just a shade above Rs 10 lakh crore,
banks are not completely out of the woods yet, given the stiffer asset quality review and the
provisioning requirements being imposed by RBI.

The government has been insisting on a focused recovery drive, including a special team to deal
with the issue. At the same time, the The Insolvency and Bankruptcy Code is seen to be a key
source to help the lenders recover some of the dues. Up to the June quarter, public sector banks
recovered around Rs 36,500 crore with the amount expected to reach Rs 75,000-80,000 crore
by September-end.

The government has made recovery of bad loans a primary criterion for recapitalisation, hoping
this will drive them to move faster. “Obviously, NPA recovery will be main criteria for issuing
growth capital to banks. That shows the efficiency of the lender,” the official said.

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

NEW DELHI: The government expects state-run banks to recover Rs 1.5 lakh crore of bad debt
during the current financial year, twice the amount that lenders had managed to get out of
defaulting companies.

“We are aiming to double the NPA recovery in fiscal 2019. In 2017-18 total NPA recovery was
around Rs 74,000 crore. We asked banks to match last full fiscal year recovery number by the
end of second half,” a senior government official said on Friday. Non-performing assets or NPAs
have been a major concern for public sector banks and have pulled at least half of them into the
red.

Although the situation seemed to have improved a little during the June quarter when the stock
of NPAs declined marginally from Rs 10.25 lakh crore to just a shade above Rs 10 lakh crore,
banks are not completely out of the woods yet, given the stiffer asset quality review and the
provisioning requirements being imposed by RBI.

The government has been insisting on a focused recovery drive, including a special team to deal
with the issue. At the same time, the The Insolvency and Bankruptcy Code is seen to be a key
source to help the lenders recover some of the dues. Up to the June quarter, public sector banks
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recovered around Rs 36,500 crore with the amount expected to reach Rs 75,000-80,000 crore
by September-end.

The government has made recovery of bad loans a primary criterion for recapitalisation, hoping
this will drive them to move faster. “Obviously, NPA recovery will be main criteria for issuing
growth capital to banks. That shows the efficiency of the lender,” the official said.
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Source : www.livemint.com Date : 2018-09-17

OPINION
Relevant for: Indian Economy | Topic: Inclusive growth, Inclusion and Poverty

Little over a fortnight ago, the India Post Payments Bank (IPPB) was launched. Yes, on the face
of it, IPPB is just another addition to an already overcrowded space. Actually, it is much more; or
at least the underlying potential: it will be another institution to take banking to Bharat (what
economic jargon defines as enabling financial inclusion in rural India).

At the moment, according to data quoted in a financial inclusion survey conducted by the
National Bank for Agriculture and Rural Development (Nabard) and released last month, despite
the massive push under the Jan Dhan Yojana, about 190 million adults or approximately 40
million households are still unbanked.

Bringing them into the institutional framework of the formal economy is daunting, no doubt, but
realising the potential will be a real game changer for rural India. At the least their entry into the
formal economy will create a credit history for individuals and households. It is key, as is being
discovered by agencies mining such data, to fund working capital loan requests in urban India.

For long, Bharat, or that part of India largely denied the benefits of growth despite being the
largest votebank, has due to the lack of this institutional support been forced to fend for itself by
leaning on usurious money lenders. Changing needs of Indian agriculture as it embarks on the
value added route and mechanization has only forced up credit demand from such informal
resources—disproportionately increasing the risk of sliding into a debt trap.

Part of the reason is also the fact that the existing institutions have dealt with the credit needs of
rural India without understanding their peculiar behavioural characteristics—defined to a large
extent by the inbuilt volatility and seasonality of farming.

Results of a 10-year-long project, Kshetriya Gramin Financial Services (KGFS) funded by the
Chennai-based IMFR Trust, confirms this fact.

In a recent post on the blog maintained by Dvara Trust, Bindu Ananth, points out that KGFS
deliberately adopted a wealth management approach to customer acquisition which begins with
the customer and recognising her unique needs rather than the traditional product sales-led
approach. One of the positive outcomes of the customised approach adopted by KGFS, as
Ananth points out, is an improvement in their risk-taking capacity, which in turn encouraged self-
employment and more investments towards business activities.

“As I think about these product experiments, I remain convinced that customer demand is
certainly not the issue,” she added.

This observation is significant. Because the popular perception is that rural India in general and
the farmer in particular can be overwhelmed by complex financial products which their urban
counterparts may embrace.

Undoubtedly, a misplaced perception, as new studies—like the one by KGFS—reveal.

For instance, the same Nabard survey cited earlier points out that more than one in two adults
residing in rural India exhibited sound financial behaviour. Yet only one in 10 were assessed to
possess good financial literacy. Clearly, a supply-side solution is waiting to happen.
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This is why the India Posts initiative to set up a payments bank is significant. It will be employing
the iconic postman, who has over the years developed personal familiarity with rural households
and will therefore, unlike strangers, enjoy a trust advantage.

The idea of doorstep delivery of services, like the one being attempted by the Delhi government,
would further accelerate disintermediation in the delivery of public services and reinforce this
special relationship with the postman and consequently IPPB.

Especially since one of the functions of the payments bank is to provide access to third-party
financial services such as insurance, mutual funds, pension, credit products and forex—all of
which are crucial in creating a wealth management culture to smoothen out the spikes in credit
needs which inevitably create circumstances for a debt trap.

In the final analysis, it is clear that the ecosystem for Bharat, which is already witnessing
change, is poised for a fundamental makeover—at least, once the objective of universal financial
inclusion is achieved.

Anil Padmanabhan is executive editor of Mint and writes every week on the intersection of
politics and economics. His Twitter handle is @capitalcalculus.
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Source : www.thehindu.com Date : 2018-09-17

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

The rupee, which is currently the worst-performing currency in Asia, is finally receiving some
help from the authorities. The Union government, after a meeting with Reserve Bank of India
Governor Urjit Patel, on Friday announced a list of measures to arrest the sharp decline in the
currency, which has lost about 12% of its value since the beginning of the year. These include
steps to curb the import of non-essential goods and encourage the export of domestic goods,
which will help in addressing the country’s burgeoning current account deficit that hit a five-year
high in July. Other steps such as removing restrictions on foreign portfolio investments and
encouraging Indian borrowers to issue rupee-denominated ‘masala bonds’ were also announced
to facilitate the inflow of dollars and de-risk the economy from fluctuations in the exchange rate.
Further, the term limit imposed on borrowings of manufacturing companies is to be shortened
further in order to curb dollar demand. The response to the move from the markets will need to
be carefully tracked. Even before the official announcement on Friday, the rupee witnessed
some recovery against the dollar amidst hopes of favourable government intervention, while
stocks and bonds also recovered.

A brief history of the rupee

These steps to strengthen the rupee in the short term are welcome, given the large-scale
outflow of capital from emerging markets to the West. These ad hoc steps to avoid an immediate
crisis in the external sector, however, should not deflect attention from the more fundamental
reasons behind the decline of the rupee. India has been unable to boost exports over the years
for various reasons. At the same time, it has been unsuccessful in finding sustainable domestic
sources of energy to address the over-reliance on oil imports. This has meant that the rise in the
price of oil has traditionally exerted tremendous stress on the current account deficit and the
currency, as is happening now. The government needs to think of a long-term plan to boost
exports, preferably through steps that remove policy barriers that are impeding the growth of
export-oriented sectors, in order to find a sustainable solution to the problem of the weakening
rupee. The depreciating rupee is also a symptom of persistently higher domestic inflation in India
over many decades. For example, in line with vastly different inflation rates in India and the U.S.,
the rupee has lost about 60% of its value in the last 10 years against the dollar. So this problem
cannot be addressed without drastic changes in the style of monetary policy conducted by the
RBI, which is an unlikely proposition. Until then, the best that can be hoped for is a steady drop
in the value of the rupee without any drastic shocks to the economy.
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Source : www.thehindu.com Date : 2018-09-17

WHERE GOES THE RUPEE?
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

The travails of the rupee have dominated newspaper headlines over the last fortnight. Its value
has fallen precipitously against the dollar, and is now hovering around the 72 level; it was just
under 64 at the beginning of the year. There is now intense debate in the media on whether the
Reserve Bank of India (RBI) should step in and take steps to defend the dollar.

Finance Minister Arun Jaitley has rightly observed that external factors are the cause. In
particular, global capital and perhaps currency speculators have been flocking to the American
economy. This is not really surprising because the U.S. economy has become a very attractive
option. Some months ago, U.S. President Donald Trump announced a massive decrease in
corporate tax rates. More recently, the U.S. Federal Reserve has also increased interest rates.
The icing on the global investors’ cake is the booming U.S. economy.

Not surprisingly, the dollar has appreciated sharply against practically all other currencies too.
For instance, it has moved up against both the euro and the pound. Developing economies are
typically even harder hit since global portfolio investors tend to withdraw from these markets,
perhaps because their economic or political fundamentals are relatively more unstable.
Countries such as Turkey and South Africa have experienced significantly higher rates of
devaluation than India.

The rupee problem

A long time ago, the ‘standard’ or textbook prescription for countries with severe balance of
payments deficits was to devalue their currencies. The underlying rationale was that devaluation
decreases the price of exports in foreign countries and so provides a boost to exports by making
them more competitive. Correspondingly, imports become more expensive in the domestic
economy, in turn reducing the volume of imports. Unfortunately, this seemingly plausible
reasoning does not always work. For instance, if several countries are devaluing at the same
time — as it seems to be happening now — then none of these countries benefit from their
exports being cheaper abroad. In other words, there may not be any surge in Indian exports
following the current round of devaluation. Neither will there be a huge fall in imports. Crude oil
is by far the biggest item in the list of Indian imports, and this is price-inelastic. Imports from
China now constitute a tenth of overall imports. Since the yuan has also depreciated against the
dollar, there is not much reason to believe that Chinese imports will be costlier than earlier.

Fortunately, the RBI has a huge stock of foreign exchange reserves and so the balance of
payments situation is not (at least in the immediate future) the main cause of anxiety for the
steady decline in the value of the rupee. What must concern policy-makers is that the slide in the
rupee can have adverse effects on the domestic economy. For instance, the surge in the landed
price of crude oil has already resulted in a steep rise in the prices of petroleum and diesel.
Diesel price hikes increase the cost of transportation of goods being transported by road.
Unfortunately, many food items fall in this category. Obviously, any increase in food prices must
set alarm bells ringing in the Union Finance Ministry. The devaluation will also increase prices of
imported inputs, particularly those for which there are no alternative domestic sources of supply.
This can have some effect on output expansion. Many domestic companies that have taken
dollar loans will also face significantly higher servicing costs.

What are appropriate policy responses in such a situation? Should the monetary and fiscal
authorities sit tight, hope and pray that self-correcting mechanisms will gradually cause the
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rupee to appreciate against the dollar? Or should the RBI and the government come out with
guns blazing? Certainly, neither the government nor the RBI can afford the option of inaction.
The other extreme of knee-jerk, overkill options must also be avoided. Luckily, there are several
moderate but effective instruments available to the government.

What does the falling rupee mean for you and economy?

Consider, for instance, the problems caused by the spiralling prices of petroleum products. Both
the Central and State governments earn huge revenues from excise duties and value-added tax
(VAT) on petrol and diesel. In fact, excise duties were raised in the recent past by the Central
government when crude oil prices were low, merely as a revenue-gathering device. Now that the
rupee cost of crude has shot through the roof, the Centre should certainly lower duties. Rates of
VAT should also be lowered by State governments. A small reduction in VAT may even be
revenue neutral since VAT is levied as a percentage of price paid by dealer. Some State
governments have done so. However, the Centre and most States are busy passing on the
buck, because no one wants to part with tax revenue.

The RBI has several policy options. It could, of course, take the most direct route — of offloading
large amounts of dollars. This would increase the supply of dollars and so check the
appreciation of the dollar, but at the cost of decreased liquidity. Clearly, this weapon has to be
used with caution. Of course, the RBI does intervene in the foreign exchange market from time
to time to manage a soft landing for the rupee, and this has to continue.

The Central bank now has an explicit inflation target of 4%, a level that is almost certain to be
breached if the rupee remains at its current level. This is very likely to induce the Monetary
Policy Committee (MPC) of the RBI to raise interest rates again in order to dampen inflationary
tendencies. But, the MPC must moderate any rate increase. Any sharp increase has an obvious
downside risk to it — any increase in interest rates can have an adverse effect on growth. This
can actually backfire if profitability of companies goes down. Any ‘big’ negative change in
profitability may make foreign portfolio investors pull out of Indian stocks and actually exacerbate
the rupee’s woes.

Perhaps the best option for the government would be to borrow from non-resident Indians
(NRIs) by floating special NRI bonds that have to be purchased with foreign exchange, and with
maturity periods of at least three years. Interest rates have to be attractive, and investors must
of course be protected from exchange rate fluctuations. Since interest rates in countries like the
U.K. and even the U.S. are quite low, the promised interest rate does not really have to be very
high by prevailing Indian levels.

This has been tried before, the last time being in 2013 when too the rupee was under stress. It
worked then and there is no reason why it should not work again.

Hopefully, the storm will pass over and the rupee will soon find an equilibrium. In the near future,
the rupee is unlikely to return to anything below 70 to the dollar. This should not be cause for
much concern because the economy will adjust to the lower value of the rupee. What must be
avoided is any sharp fluctuation in the exchange rate — in either direction. Much will depend on
whether the economy can continue to grow at a reasonably high rate, for this will steady the
nerves of portfolio investors and prevent them from pulling out of the Indian stock market.

Bhaskar Dutta is Professor, Ashoka University. The views expressed are personal.
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Source : www.livemint.com Date : 2018-09-17

REGULATORY LESSONS FROM THE 2008 FINANCIAL
CRISIS

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

Ten years after the collapse of Lehman Brothers, it is plain as daylight that this was a crisis
waiting to happen. The meltdown that shook the foundations of the financial system, and,
incidentally, froze Iceland, had sent some signals, but no one seemed to take serious notice.

Several months earlier, the Financial Stability Forum, the forerunner of the Financial Stability
Board, in its report on enhancing market and institutional resilience, observed inter alia, that “as
the turmoil of 2007 spread, increased risk aversion, reduced liquidity, market uncertainty about
the soundness of major financial institutions, questions about the quality of unstructured credit
products and uncertainty about the macroeconomic outlook fed on one another.” The forum also
took note of the aggressive expansion of the originate-to-distribute model products and the
distortions in incentivization. Briefly stated, clever originators, subscribing to the philosophy
“Mischief , thou art afoot, take thou what course thou wilt!” peddled complex products to
unsuspecting recipients while regulators looked on in ignorance and indolence.

In April 2008, on the sidelines of a dinner, Henry Paulson Jr, then secretary of the treasury, had
expressed to Richard S. Fuld Jr, chief executive officer of Lehman Brothers, that he was
“anxious about the staggering amount of leverage that investment bankers were using to juice
their returns”. The anxiety remained just that.

Flip flops in decision-making also contributed to uncertainty, and, in the process, to fear and
distrust in the system. The proposed Fed bailout to Bear Stearns was pulled back and
JPMorgan was “cajoled” into taking it over. As for Lehman, it was encouraged to hold parleys
with intending acquirers, but when Barclays, with the endorsement of the Bank of England, was
on course to transact, the Fed refused to play ball. Conspiracy theorists, not without reason,
attributed the Fed’s reluctance to bail out Lehman to the supposedly pathological dislike that
Paulson, the former Goldman Sachs head, had for Dick Fuld. They said it was payback time,
since Paulson, then with Goldman, had reached out 10 years earlier to Fuld for help in bailing
out Long Term Capital Management, and had been rebuffed. We will never be certain that
Lehman fell because Paulson persuaded Bank of America to look in Merrill’s direction and avert
its gaze from Lehman. And we thought that institutions were more important than individuals.

The plea of helplessness tugs at one’s heartstrings. Speaking to Barrons a few days ago,
Paulson said, “We had a balkanized outdated regulatory system without sufficient oversight or
visibility into a large part of the modern financial system, and without the necessary emergency
powers to inject capital, guarantee liabilities or wind down a non-banking institution. So we did
what we could on a case by case basis.” Nearer home, the banking regulator, after a public
proclamation regarding the absence of powers to regulate public sector banks, seems to have
persuaded a parliamentary committee that such indeed was the case. Meanwhile the non-
banks, shadow banks if you will, are having a ball, thanks to much less regulation.

Ten years on, what has changed? Regulators caught napping in 2008, have, with an eye on
self-preservation, got into hyperactive mode. The world over, new regulations have been, and
are being, written as knee-jerk responses to individual transgressions. Bankers have begun to
complain about the increasing intrusiveness of regulators. Every blow aimed at Wall Street, or its
equivalent, is being applauded by Main Street. Not to be left behind, lawmakers are enacting
legislation that fundamentally redefines roles and responsibilities, limitations and liabilities. It is



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

now much better recognized that in the dictionary, “grief” comes only a couple of pages after
“greed”.

Yet, much remains to be done. Systemically important institutions, often classified as “too big to
fail”, must be subject to continuing regulatory glare. Lapses on the corporate governance front
must be put down with an iron hand. Regulatory coordination and cooperation must be
reinforced and one-upmanship among regulators should not be countenanced. Regulatory gaps
must be identified and plugged. Remember that in the late 1990s, many investors in collective
investment schemes, as they came to be known later, were persuaded to believe that money
grew on trees. It is equally necessary to address perceived regulatory gaps. Remember the
disquieting Insurance Regulatory and Development Authority of India—Securities and Exchange
Board of India spat on regulating unit-linked insurance plans. If entity regulators and functional
regulators do not act in concert, the woman on the street, in whose name they act, will end up
paying the price.

Strengthening regulatory organizations is an urgent non-negotiable necessity. Central to a
strong regulatory authority is functional autonomy, which subsumes financial autonomy. It goes
without saying that such entities, besides being numerically strong to act quickly and effectively,
must have skill sets that are relevant to their roles and responsibilities. This is best illustrated by
the high priority accorded by a securities market regulator in Europe, post 2008, to recruit a
number of PhDs in mathematics to better understand the modelling underlying some of the
fancier products floating in the marketplace.

Statutes and regulations must be informed by clarity, certainty and continuity. Vagueness in
statutory or regulatory content confuses the average person and gives rise to the possibility of
avoidable, expensive and protracted litigation. It is heartening that a project, involving students
in law schools, is presently underway to simplify existing regulations and to rid them of verbiage
and internal inconsistencies.

Anniversaries bring with them both hope and fear. There is the expectation that, given the
severity of the Lehman crisis, lessons would have been learnt and regulatory responses readied
to address any systemic shortcomings of a destabilizing nature. At the same time, the prophets
of doom are talking of a recession accompanied by institutional instability. In such thought-
provoking times, it is useful to recall Arthur Hugh Clough’s comforting line: “If hopes were dupes,
fears may be liars.”

M. Damodaran is former chairman of the Securities and Exchange Board of India (Sebi).
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Source : www.livemint.com Date : 2018-09-17

FORGET LEHMAN BROTHERS, INDIA IS STILL IN A
FINANCIAL CRISIS

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

The world of economic and financial crises is full of ironies and misplaced priorities. It has been
a decade this 15 September since Lehman Brothers shut down, felled by avarice and obduracy.
In recalling the event, 10 years later, the predominant zeitgeist seems more celebratory than
commemorative. There is a general feeling of having successfully exorcized the Lehman ghost
and all the evils that it portended. Nothing could be further from the truth.

A recent banking round-table conducted by Mint highlighted the myriad risks that bedevil the
Indian banking system. Another Op-Ed in this newspaper by Philip Turner, former deputy head
of Bank for International Settlements, warns of gathering dark clouds brought about by
impending interest rate risks. Many otherwise and calm heads have warned about additional
risks lurking in the shadows.

The banking system’s overhang of bad loans is another full-blown crisis in India that stymies
growth and shows no signs of an early resolution. Popularly referred to as non-performing
assets, or NPAs, these are loans for which borrowers have stopped repaying (or are unable to
pay) interest and principal. The corpus of bad loans just keeps growing and is proving to be a
drag on economic growth. It is acting as a constraint on fresh loans not just for the large
corporates but also for the crucial small and medium sector which forms the economy’s
backbone.

The June quarter data for gross domestic product (GDP) underlines the damage. Gross fixed
capital formation, an indicator of investment demand in the economy, has slowed down quarter
on quarter. Private sector investment has been negligent and bulk of the investment in the
economy is originating at the government end. The Indian economy is growing on the strength of
consumption, which—in the absence of investment in infrastructure and additional capacity
creation—is inflationary in nature. In short, it’s déjà vu time all over again.

In the midst of all this, a note submitted by former Reserve Bank of India (RBI) governor
Raghuram Rajan to the parliamentary estimates committee on non-performing assets (NPAs)
makes for an interesting reading. It does not tread new ground but does provide a brief historical
sketch of the reasons behind the bulging NPA pool. Read in conjunction with a report on the
banking sector from the parliamentary standing committee on finance, a few points emerge
clearly.

One, the standing committee’s observations and recommendations betray a sharp divide
between the legislative and central bank. The committee questions RBI’s penchant for excessive
prudence, especially its logic for not only agreeing to adhere to Basel-III but insisting on Basel-
III-plus norms. The committee argues that Basel-III-plus is disproportionate, especially for the
nine banks brought under prompt corrective action which do not have any international
operations. The committee argues that RBI’s Basel-III-plus stipulations need to be reviewed for
freeing up lendable capital.

This point becomes pertinent when viewed in the backdrop of accelerated NPA provisioning and
its consequent effect on capital impairment, which has deterred banks from extending fresh
loans. Adherence to Basel-III-plus is likely to put further strain, given the government’s
inadequate recapitalization programme.
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At the Mint roundtable, former RBI deputy governor S.S. Mundra also expressed some disquiet
over India readily accepting global regulatory changes post Lehman, despite these rules being
designed for the developed markets with questionable relevance to India. This needs to be
balanced with RBI’s argument to the standing committee that, apart from the need to be seen as
a timely implementer of globally accepted banking regulation norms, Basel-III-plus allows for
development of a resilient banking system which can support the real economy in times good
and bad.

The second point arises from Raghuram Rajan’s note which makes it abundantly clear how
many corporate borrowers have gamed the system, both in obtaining loans as well in the
resolution process. His note observes: “Unscrupulous promoters who inflated the cost of capital
equipment through over-invoicing were rarely checked…Too many bankers put yet more money
for additional ‘balancing’ equipment, even though the initial project was heavily underwater, and
the promoter’s intent suspect. Finally, too many loans were made to well-connected promoters
who have a history of defaulting on their loans.”

Rajan also highlights how numerous Indian promoters have systematically undermined the debt
recovery process, whether under the earlier process of debt recovery tribunals or the Sarfaesi
Act. Unfortunately, the same malaise seems to have infected even the insolvency and
bankruptcy code, which was hailed as the best solution for quick resolution of NPAs. Instead, as
cautioned by Rajan, Indian businessmen have found ways to either destabilize the process or
attempted to take back their companies at steep discounts.

A corporate bond market is the ideal solution for freeing banks and businesses from this eternal
cycle of bank loans and NPAs. The idea remains still-born despite numerous committees
recommending it; every time the idea pops up, another committee is promptly set up. The
fortunes of the market are currently hostage to an inter-regulator turf battle. There are no easy
solutions for NPAs; at least not till April 2019.

Rajrishi Singhal is consulting editor of Mint. His Twitter handle is @rajrishisinghal.
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Source : www.economictimes.indiatimes.com Date : 2018-09-17

STATES SET TO MISS FY19 FISCAL TARGETS;
BORROWING TO JUMP TO RS 5.3 TRILLION: ICRA

Relevant for: Indian Economy | Topic: Issues relating to Mobilization of resources incl. Savings, Borrowings &
External Resources

MUMBAI: Funding of farm loan waivers, poll-related spending and other populist measures are
likely to ensure that states are set to miss their fiscal consolidation targets budgeted at the
beginning of the year, says a report.

"Given the factors such as funding of crop loan waivers, election-related spending and the flood
relief will see the states miss their fiscal consolidation targets," Icra said in a weekend note.

The states' fiscal deficit is primarily financed by issuing state development loans (SDLs). In April-
August of FY19, gross issuance of SDL contracted by 3.4 per cent to Rs 1.32 trillion, primarily
led by a sharp decline in issuance by UP, Maharashtra and Gujarat.

However, excluding these three states, total SDL issuance by the remaining states has grown
14.7 per cent in the first five months of FY19.

Icra also estimates that Rs 1.3 trillion of SDLs are scheduled to be redeemed in FY19, much
higher than Rs 0.8 trillion redeemed in FY18.

"Given the sharp rise in the redemption amount, and assuming an annual growth of 10-20 per
cent over the net SDL issuance of Rs 3.4 trillion in FY18, gross SDL issuance may rise to Rs 5-
5.3 trillion in FY19 from Rs 4.2 trillion in FY18," says the report.

Recently, the Reserve Bank estimated that fiscal deficits of all the 29 states may decline to 2.6
per cent of their gross state domestic product (GSDP) citing their FY19 budget estimates, from
3.1 per cent in FY18.

But an analysis of the FY19 budgets of nine states, accounting for around 62 per cent of the
combined GSDP of all 29 states in FY17, shows that their fiscal deficits are budgeted to slip to
2.5 per cent of GSDP in FY19 from 2.6 per cent in FY18.

As 12 of the 29 states, 3 of which were part of the 9 included in the analysis, are also poll-
bound, apart from the general elections before May 2019, there is a risk of new schemes being
announced or a higher allocation for welfare schemes, the note said.

The unforeseen expenditure on flood relief in states like Kerala and Karnataka, which may not
be fully offset by higher grants or other revenue mobilisation measures, can exert pressure on
their fiscal balances, he said.

"A rise in revenue expenditure beyond the budgeted levels, led by the funding of crop loan
waivers, election- related spending and flood relief (Kerala and Karnataka), may lead to fiscal
slippages for some states, unless their capital spending is curtailed below, or their revenue
receipts are enhanced above the budgeted level for FY19.

"But a reduction in the capital spending will be an unfavourable outcome, which may impair the
quality of expenditure. In contrast, higher-than-budgeted revenue, which is likely following the
recent amendments related to IGST and GST compensation cess, and a back-ended pickup in
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headline SGST collections, will be an encouraging development," Jayanta Roy of Icra said in the
note.

The pace of growth of the aggregate revenue receipts, revenue expenditure and capital outlay of
these nine states is budgeted at 12.3, 10.3 and 15.1 per cent, respectively in FY19, he said.

So far this fiscal, the amount required to be released to the states as GST compensation has
been limited to Rs 3,900 crore for April-May 2018 and Rs 14,930 crore for June-July 2018.

Also, the amount collected as GST compensation cess has exceeded the compensation funds
released to the states.

As per the GST (compensation to states) amendment Bill 2018, 50 per cent of the unutilised
amount lying in the compensation fund during the transition period, shall be given to the states.
Moreover, the recently passed IGST (amendment) bill provides that any unsettled amount of
IGST shall be divided equally between the Centre and the states.

"These changes are likely to ease the cash flows of the states and boost their revenue, thereby
aiding their fiscal consolidation efforts," Roy said.

Even if some of the states in the sample are to lower their VAT on petroleum products in the
coming months, the annual growth of the aggregate VAT collections on such products will still
remain healthy in FY19, given the rise in retail prices of these fuels and relatively inelastic
consumption, says the report.

The report also sees realisation from stamp duty and registrations fees for the states falling short
of the budgeted 9.7 per cent growth as it fears the real estate sector sentiment falling on rising
interest rates.
MUMBAI: Funding of farm loan waivers, poll-related spending and other populist measures are
likely to ensure that states are set to miss their fiscal consolidation targets budgeted at the
beginning of the year, says a report.

"Given the factors such as funding of crop loan waivers, election-related spending and the flood
relief will see the states miss their fiscal consolidation targets," Icra said in a weekend note.

The states' fiscal deficit is primarily financed by issuing state development loans (SDLs). In April-
August of FY19, gross issuance of SDL contracted by 3.4 per cent to Rs 1.32 trillion, primarily
led by a sharp decline in issuance by UP, Maharashtra and Gujarat.

However, excluding these three states, total SDL issuance by the remaining states has grown
14.7 per cent in the first five months of FY19.

Icra also estimates that Rs 1.3 trillion of SDLs are scheduled to be redeemed in FY19, much
higher than Rs 0.8 trillion redeemed in FY18.

"Given the sharp rise in the redemption amount, and assuming an annual growth of 10-20 per
cent over the net SDL issuance of Rs 3.4 trillion in FY18, gross SDL issuance may rise to Rs 5-
5.3 trillion in FY19 from Rs 4.2 trillion in FY18," says the report.

Recently, the Reserve Bank estimated that fiscal deficits of all the 29 states may decline to 2.6
per cent of their gross state domestic product (GSDP) citing their FY19 budget estimates, from
3.1 per cent in FY18.
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But an analysis of the FY19 budgets of nine states, accounting for around 62 per cent of the
combined GSDP of all 29 states in FY17, shows that their fiscal deficits are budgeted to slip to
2.5 per cent of GSDP in FY19 from 2.6 per cent in FY18.

As 12 of the 29 states, 3 of which were part of the 9 included in the analysis, are also poll-
bound, apart from the general elections before May 2019, there is a risk of new schemes being
announced or a higher allocation for welfare schemes, the note said.

The unforeseen expenditure on flood relief in states like Kerala and Karnataka, which may not
be fully offset by higher grants or other revenue mobilisation measures, can exert pressure on
their fiscal balances, he said.

"A rise in revenue expenditure beyond the budgeted levels, led by the funding of crop loan
waivers, election- related spending and flood relief (Kerala and Karnataka), may lead to fiscal
slippages for some states, unless their capital spending is curtailed below, or their revenue
receipts are enhanced above the budgeted level for FY19.

"But a reduction in the capital spending will be an unfavourable outcome, which may impair the
quality of expenditure. In contrast, higher-than-budgeted revenue, which is likely following the
recent amendments related to IGST and GST compensation cess, and a back-ended pickup in
headline SGST collections, will be an encouraging development," Jayanta Roy of Icra said in the
note.

The pace of growth of the aggregate revenue receipts, revenue expenditure and capital outlay of
these nine states is budgeted at 12.3, 10.3 and 15.1 per cent, respectively in FY19, he said.

So far this fiscal, the amount required to be released to the states as GST compensation has
been limited to Rs 3,900 crore for April-May 2018 and Rs 14,930 crore for June-July 2018.

Also, the amount collected as GST compensation cess has exceeded the compensation funds
released to the states.

As per the GST (compensation to states) amendment Bill 2018, 50 per cent of the unutilised
amount lying in the compensation fund during the transition period, shall be given to the states.
Moreover, the recently passed IGST (amendment) bill provides that any unsettled amount of
IGST shall be divided equally between the Centre and the states.

"These changes are likely to ease the cash flows of the states and boost their revenue, thereby
aiding their fiscal consolidation efforts," Roy said.

Even if some of the states in the sample are to lower their VAT on petroleum products in the
coming months, the annual growth of the aggregate VAT collections on such products will still
remain healthy in FY19, given the rise in retail prices of these fuels and relatively inelastic
consumption, says the report.

The report also sees realisation from stamp duty and registrations fees for the states falling short
of the budgeted 9.7 per cent growth as it fears the real estate sector sentiment falling on rising
interest rates.
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Source : www.thehindu.com Date : 2018-09-18

IN Q1, GOVT. BANKS’ NPAS SHRANK BY RS. 21,000
CR.

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

Rajiv Kumar  

The Finance Ministry said on Monday that the stock of non-performing assets (NPAs) in public
sector banks (PSBs) reduced in the April-June quarter.

In a presentation, Rajiv Kumar, Secretary, Financial Services, said the stock of NPAs is ‘no
longer rising’ as it has reduced by Rs. 21,000 crore in the first quarter, which also saw a record
cash recovery of Rs. 36,551 crore, or 49% of the total recovery made in entire 2017-18, which
was Rs. 74,562 crore.

The Ministry pointed to the healthy provision coverage ratio of 63.7% at the end of June.

Credit to MSMEs

The Ministry also said credit to micro, small and medium enterprises (MSMEs) rose 26.7% for
loans less than Rs. 10 lakh, 21.4% for loans between Rs. 10 lakh and Rs. 50 lakh and 16.9% for
loans of Rs. 50 lakh to Rs. 1 crore. Overall credit growth in this segment stood at 10.49% year-
on-year in the first quarter.

Indian banks, particularly PSBs, have been witnessing a rise in NPAs for more than three years
now with gross NPAs touching 15.6% as at March end, according to RBI data.

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

Please enter a valid email address.

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

Source : www.indianexpress.com Date : 2018-09-18

FROM PLATE TO PLOUGH: DROWNING IN
SWEETNESS

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

Realme 2 or Redmi 6 Pro? Know which smartphone you should buy

The sugar sector is heading for a major crisis of plenty. India will begin the sugar season
(October to September) with a sugar stock of about 10 million metric tonnes (MMT). The
industry’s production estimate for 2018-19 is 35.5 MMT, up from 32.3 MMT in 2017-18, against
an annual consumption of about 26 MMT. Contrast this with the production of just 20.3 MMT in
2016-17, and one can imagine the enormity of over-flowing stocks. But the real problem is of
rising arrears to cane farmers, which stood at Rs 21,675 crore on April 15, up from Rs 8,784
crore a year earlier. And it won’t be a surprise if these arrears spike further by 50 to 100 per cent
by April 2019, if no bold corrective action is taken quickly by the government. More than half of
these cane arrears will be in Uttar Pradesh. And this may hit the Narendra Modi government
hard, politically, as it heads for parliamentary elections, presumably in March-April, 2019.

Before we think of possible solutions, we must get the diagnosis right. The root cause of the
mounting cane arrears is that in 2016-17, domestic sugar production was as low as 20.3 MMT,
necessitating imports, and domestic sugar prices (ex-mill) crossed Rs 36/kg (see graph). Global
sugar prices were also high ($490/tonne in October 2016). This led to an expansion of the area
under the crop, and with a good monsoon, improved yield and recovery ratio, lead to dramatic
increase in sugar production from 20.3 MMT in 2016-17 to 32.3 MMT in 2017-18, a historic
increase of 59 per cent. This production boost substituted imports and replenished stocks, but it
became a problem when the world prices of sugar dropped by almost 50 per cent to $244/tonne
by August 2018 (see graph), making Indian sugar non-competitive in global markets.

 

What are the policy options when the sugar sector is jolted by such volatility? The first option is
trade policy. In June 2016, India had imposed an export duty of 20 per cent to discourage
exports as domestic production was low and sugar prices high. In 2017-18, when production
jumped, export duty was removed, though belatedly, in March 2018, and import duty raised from
50 to 100 per cent in February 2018. Although the import duty of 100 per cent seems very high,
yet the direction of trade policy is broadly right.

The second option is exporting 5-7 MMT of sugar. But at prevailing world prices, this is not
feasible. Unless the rupee falls further and global prices improve, the export situation may
remain grim. Exporting sugar through heavy subsidisation has its limits, as exporting countries
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like Brazil, Thailand, and Australia may drag India to the WTO.

The third policy option is to create a larger buffer stock (of say 5 MMT). This may help India
stabilise prices in lean years. But it will cost quite a bit and, given the surplus supplies and low
domestic prices, the sugar industry cannot bear this burden without the government underwriting
a part of the stocking costs.

The fourth option is to divert cane to ethanol. The government has already taken a bold step by
allowing ethanol from sugarcane juice or B-molasses and deserves compliments for this
decision. It will help the industry diversify and reduce risk. Just to cite an example, in 2017-18,
Brazil put almost 60 per cent of its cane to produce ethanol as global sugar prices were
depressed. The Government of India (GoI) has also announced soft loans to the sugar industry
for capacity expansion to produce ethanol. This is a proven technology and much better than the
idea of producing ethanol from agri-waste, an idea that some oil companies are toying with, with
capital investments of Rs 8,000-10,000 crore. However, one critical point in ethanol business is
its pricing. Since ethanol is a substitute for petrol from imported crude, its pricing should be
linked to the import parity price of petrol (IMPP). At a crude price of about $75-80/barrel, IMPP
works to around Rs 47/litre, after accounting for its refining and other costs. But the sugar
industry is asking for ethanol price of Rs 52/litre based on its cost of production, where pricing of
cane remains a key factor.

That brings us to the core of this problem — the pricing of sugarcane. The GoI announces Fair
and Remunerative Price (FRP), but the UP government tops it with the State Advised Price
(SAP). In UP, the SAP was about 39 per cent higher than what its adjusted FRP would have
been during 2010-11 to 2017-18. No wonder, sugarcane remains one of the most profitable
crops.

For the 2018-19 season, while the GoI is trying to ensure 50 per cent margin over cost A2+FL
for kharif crops, in case of sugarcane this is already 87 per cent at all India level and 97 per cent
in UP. The problem is that the SAP is quite divorced from prevailing sugar prices. Ideally, cane
price should be a contract price between cane farmers and sugar mills, with the government
acting as a referee. The Rangarajan Committee on the pricing of sugarcane had recommended
75 per cent of the sugar price to be given to farmers as cane price. Karnataka and Maharashtra
had agreed to this formula but UP did not. Anything above this 75 per cent threshold speaks of a
political component to cane pricing.

If the UP govt wants to give a higher price for sugarcane than 75 per cent of sugar price, the
best way would be to give it as bonus directly to farmers, as Chhattisgarh and Madhya Pradesh
did for paddy (Rs 300/quintal) and wheat (Rs 265/quintal), respectively this year. A similar
principle should apply to sugarcane. Else, if we force the sugar industry to pay irrationally high
prices of cane, it will be pushed towards sickness, large NPAs, and an even bigger mess.

Can the Narendra Modi government convert this crisis into an opportunity to reform sugar
policies? If it does, it will be good economics and good politics, ensuring sizeable votes from UP
in the parliamentary elections.

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 : 2018-09-18

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

As the world marked the 10th anniversary of the fall of Lehman Brothers last weekend, an event
which had pushed the global financial system to the verge of collapse, the discussion in the
Indian context has shifted to the ongoing non-performing assets (NPA) crisis in the banking
system. Indian banks, particularly public sector banks (PSBs), have accumulated a pile of bad
debts and are struggling to extend credit.

There has been some progress on the resolution front, with the Reserve Bank of India (RBI)
forcing banks to take large defaulters to the bankruptcy court and the government in the process
of infusing capital into PSBs. But lenders still have a fair distance to cover. The Insolvency and
Bankruptcy Code (IBC) was introduced with great fanfare—lenders’ great hope and the answer
to India’s problem of “capitalism without exit”. But Arvind Subramanian’s bon mot will not be put
to bed easily, to judge by the IBC experience since.

The results of RBI’s different schemes to enable recovery before the IBC were uninspiring. The
IBC shifted the balance of power in favour of lenders. RBI also came up with a new framework
for the resolution of stressed assets. It was hoped that these changes will help clean the stock of
bad debt and check further accumulation. It hasn’t been that straightforward. As former RBI
governor Raghuram Rajan put it in his response to Parliament’s estimates committee, “The
Bankruptcy Code is being tested by the large promoters, with continuous and sometimes
frivolous appeals. It is very important that the integrity of the process be maintained, and
bankruptcy resolution be speedy, without the promoter inserting a bid by an associate at the
auction…Higher courts must resist the temptation to intervene routinely in these cases and
appeals must be limited once points of law are settled.”

There have been litigations in a number of cases that have not allowed the resolution of
stressed assets in a time-bound manner. Not all large cases referred in the first batch under the
bankruptcy code have been resolved, even though the deadline has passed. Delays in
resolution could undermine the entire process.

The ongoing litigation by stressed power sector firms is a case in point. After they failed to get
any relief from the Allahabad high court, these firms approached the Supreme Court. The matter
will be now heard in November. Depending on how things proceed then, the IBC’s objective of
timely resolution—already dented—may well fall by the wayside. The strife between the
government and RBI on this front—with the latter opting out of the cabinet secretary-led high
level committee on the power sector—doesn’t send an encouraging signal either. The way some
of these cases now move forward will, to a large extent, determine the future of the bankruptcy
process. However, it is in the interest of the banking system that the bankruptcy process is
strengthened, so that the accumulation of bad debt can be avoided in the future.

Rajan also highlighted other measures to strengthen the banking system that are worth noting
here. For instance, to lower the risk of NPAs, more in-house expertise should be brought to
evaluate projects. Bankers need a better understanding of the industry—and it is important that
key permissions for projects are attained up front. In cases where risks cannot be reduced, they
should transparently be shared between promoters and financiers. Banks need to have the
capacity to monitor projects so that those going off track can be restructured in time.
Restructuring of incentives will also be required so that bankers are motivated to evaluate and
monitor projects. Interestingly, Rajan has noted that MUDRA loans and Kisan credit cards
should be examined more closely for potential risks, as targeted credit often affects due
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diligence on the part of the banks.

Further, it is important that top-level appointments are made in time and a situation where banks
function without a chief executive officer, as has often happened in recent years, is avoided. The
government and PSBs should also prepare to fill a large number of vacancies that will arise due
to retirements at senior levels. As the standing committee on finance showed in its report, most
people at the general manager level will retire by 2019-20.

At a broader level, as this newspaper has noted in the past, PSBs require deeper reforms, both
on the governance and operational level, to be able to avoid a repeat of what has happened in
the last few years. However, the immediate thing to watch is how the resolution of stressed
assets progresses.

How important it is to resolve stressed assets in a time bound manner? Tell us at
views@livemint.com
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Source : www.livemint.com Date : 2018-09-18

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

In a first of its kind scheme in the country, the Madhya Pradesh government launched and
implemented on a pilot basis a price differential scheme, popularly known Bhavantar Bhugtan
Yojana (BBY), for eight kharif crops—soybean, groundnut, sesame, ramtil (all oilseeds), maize
(cereal), moong, urad and tur (pulses)—in 2017.

The basic purpose of the scheme was to compensate farmers in the event of a price crash and
to that extent hedge the price risk faced by them. One of the novelties of the scheme from the
government’s perspective was that it need not physically procure the commodities (as is the
case with wheat and paddy) and can save on those costs and related leakages. How does the
scheme work? Farmers who register under the scheme are compensated only if their selling
price (SP) is lower than the government set minimum support price (MSP). The actual amount of
compensation or deficiency payment made to a farmer is determined by a modal price, which is
a marker of average market price within the state and markets outside the state where the
commodity is traded. So when a farmer’s selling price is lower than MSP but higher than the
modal price, then the difference between the MSP and actual price is paid to the farmer. If the
SP is lower than both MSP and modal price, the payout is capped at the difference between
MSP and modal price.

How did the scheme perform in its first edition? Many experts and commentators have been
critical of the scheme especially with respect to cartelization and prices being depressed,
attributing it to the scheme. This column explores how far this criticism is substantiated by
empirical evidence in terms of price trends and learnings from the scheme for policymaking and
implementation.

The total registration for kharif 2017 under BBY was close to 25% of the total operational
holdings in the state and about a third of the kharif area was covered by BBY. For soybean,
which is the main kharif crop in Madhya Pradesh, close to 50% of the area under the crop was
covered under the scheme (Madhya Pradesh ranks first both in terms of area and production of
soybean in the country). So, in terms of coverage, the scheme cannot be termed a failure. An
early announcement would have raised these numbers.

Our analysis of the price and arrival data shows that the modal price increase as the BBY
scheme progressed, the maximum differential (MSP minus modal price) reduced by half
between October 2017 and December 2017 in case of soybean. For moong and urad too, the
maximum differential has declined over the October to December 2017 period. For soybean, the
main kharif crop in Madhya Pradesh, the modal price announced by the government for effecting
deficiency payments for October 2017 was 2,580 per quintal, which increased to 2,640 per
quintal in November 2017 and 2,830 per quintal in December 2017. So it is unfair to attribute the
decline in prices between September and December 2017 solely to the scheme.

Arrival figures show that almost 58% of the total arrivals of soybean come to the market in
Madhya Pradesh between September and December. The year 2017 was no different as almost
61% of the total arrivals came during the same period. Further, in 2017 (January to December),
the total arrival of soybean in the markets in Madhya Pradesh was 10.79 lakh tonnes higher than
the year before. Despite the fact that there was almost 2.5 times additional arrival during
November 2017 as compared to 2016, the price (of soybean) did not plummet southwards in
November 2017. Did the BBY scheme which was in operation pre-empt a much bigger imminent
price crash that otherwise would have happened? Between November 2017 and December
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2017, when the scheme was in operation, soybean prices in Madhya Pradesh rose by 8.46%.
The rising trend in soybean prices had already begun during the operation period of the scheme
thus attributing (as some experts have argued) that prices rose just after the closure of the
scheme may not be completely true as data shows otherwise.

Prices in non BBY states, such as Chhattisgarh and Uttar Pradesh, have also declined during
September to December 2017; so the decline in prices is not restricted to Madhya Pradesh
alone. Also, international prices of soybean (both in 2016 and 2017) were lower than prices in
Madhya Pradesh during most of the period. So it would be too simplistic to put the entire blame
of lower prices on price cartelization by traders.

The post-harvest span for the identified crops need to cover the full arrival period so that arrivals
are spaced out and possibility of prices crashing is pre-empted. Currently, the registration
announcement is delayed and lags behind the arrival of the crop in the mandis. This will benefit
small and marginal farmers, who have limited holding capacity and are in a hurry to offload their
produce, the most. Further, the auction system needs to be improved so that collusion is not
possible, and, for this, e-NAM (electronic national agriculture market) could be an appropriate
intervention.

The use of technology in agriculture mandis, whether it is for price discovery or assaying, will go
a long way in bringing about much needed transparency. Price is a major risk that the farmer
faces today and BBY provides us important lessons on addressing it. The need of the hour is to
improve upon the scheme and analyse the various policy interventions that can address this risk
the best. In short, we need horses for courses as no one intervention is a panacea.

Harsh Kumar Bhanwala and Nirupam Mehrotra are, respectively, chairman and DGM, Nabard.

Comments are welcome at theirview@livemint.com
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Source : www.pib.nic.in Date : 2018-09-18

GOVERNMENT MODIFIES OPERATIONAL GUIDELINES
FOR PRADHAN MANTRI FASAL BIMA YOJNA (PMFBY)

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

Ministry of Agriculture & Farmers Welfare

Government modifies operational guidelines for Pradhan
Mantri Fasal Bima Yojna (PMFBY)

Performance evaluation of insurance companies has been
made stringent

Posted On: 18 SEP 2018 6:06PM by PIB Delhi

The Government has decided to incorporate the provision of penalties for States and Insurance
Companies for the delay in settlement of insurance claims under the Pradhan Mantri Fasal
BimaYojana (PMFBY). This crucial provision is part of the new operational guidelines issued by
the Govt for the implementation of PMFBY.The farmers will be paid 12% interest by insurance
companies for the delay in settlement claims beyond two months of prescribed cut-off date. State
Governments will have to pay 12% interest for the delay in release of State share of subsidy
beyond three months of prescribed cut-off date submission of requisition by insurance
companies. The new operational guidelines come at the onset of the rabi season, which starts
from 1st of October.

The new operational guidelines also detail a Standard Operating Procedure for evaluation of
insurance companies and remove them from the scheme if found ineffective in providing
services. The Government has also decided to include perennial horticultural crops under the
ambit of PMFBY on a pilot basis. The scheme, as per the new operational guidelines provides
add on coverage for crop loss due to attack of wild animals, which will be implemented on a pilot
basis. Aadhaar number will be mandatorily captured to avoid duplication of beneficiaries.

In order to ensure that more non-loanee farmers are insured under the scheme, apart from
various awareness activities being scheduled, the insurance companies are given a target of
enrolling 10% more non-loanee farmers than the previous corresponding season. The insurance
companies will have to mandatorily spend 0.5% of gross premium per company per season for
publicity and awareness of the scheme.

The new operational guidelines address the current challenges faced while implementing the
scheme by putting forth effective solutions. The much demanded rationalization of premium
release process has been incorporated in the new guidelines. As per this, the insurance
companies need not provide any projections for the advance subsidy. Release of upfront
premium subsidy will be made at the beginning of the season based on 50% of 80% of total
share of subsidy of corresponding season of previous year as GOI/State subsidy. Balance
premium will be paid as a second instalment based on the specific approved business statistics
on the portal for settlement of claims. Final installment will be paid after reconciliation of entire
coverage data on portal based on final business statistics. This will reduce the delay in settling
the claims of farmers.
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New Provisions in the Operational Guidelines of PMFBY
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Source : www.economictimes.indiatimes.com Date : 2018-09-18

STATES SET TO MISS 20% DEBT-TO-GDP RATIO
TARGET BY FY23: REPORT

Relevant for: Indian Economy | Topic: Issues relating to Mobilization of resources incl. Savings, Borrowings &
External Resources

Though the Centre may manage to achieve the debt-to-GDP ratio target of 40 per cent by FY23,
the states achieving the 20 per cent target looks difficult as most of them have not budgeted so
far, warned a report.

The states' aggregate debt-to-GDP ratio for FY19 has been budgeted at 24.3 per cent and
according to their FY19 budgets, only 10 of the 20 states will have debt-to-GSDP ratio of under
25 per cent in FY19, noted the report by India Ratings' chief economist, DK Pant.

The NK Singh committee, which is reviewing the Fiscal Responsibility and Budget Management
Act of 2003, has suggested that the fiscal policy try to reduce the debt-to-GDP ratio to 60 per
cent by FY23, with the Centre's at 40 per cent and the states' combined at 20 per cent, instead
of improving the revenue to fiscal deficit ratio.

Eight states namely Himachal, Jammu & Kashmir, Kerala, Manipur, Meghalaya, Nagaland,
Punjab and Rajasthan had debt-to-GSDP ratios in excess of 30 per cent in FY18, suggesting
that the aggregate debt-to-GDP ratio needs to be corrected by 8.92 percentage points between
FY18 and FY23, Pant noted.

Although there have been instances of debt-to-GDP ratio declining by over three percentage
points in a single year and by over 11 per cent for six years at a go, all these periods were
characterised by an average minimum nominal GDP growth of about 14 per cent per annum and
average aggregate revenue receipt-to-GDP ratio of around 20 per cent, according to him.

Though the aggregate revenue receipt-to-GDP ratio has been budgeted at 22 per cent for FY19,
Pant said achieving a nominal GDP growth of about 14 per cent looks difficult.

Sustainability of debt-to-GDP ratio relies on the primary balance-to-GDP and the rate spread
(excess of nominal growth over average interest rate on debt).

India Ratings said during FY90-FY18, the country's debt-to-GDP ratio witnessed five phases:
During FY90-FY92, it rose to 72.89 per cent from 70.06; while during FY93-FY97, it declined to
64.37 per cent from 72.01; to rise again to 83.23 per cent from 66.29 during FY98-FY04. During
FY05-FY11, it again declined to 65.60 per cent from 82.13, while it remained range bound at
66.58-68.92 per cent during FY12-FY18.

During the past five years, while revenue-to-GDP, interest-to-revenue, debt-to-revenue and
positive rate spread trends were favourable for debt sustainability, rising interest payment/GDP,
continuous primary deficit/GDP proved to be a negative, the note said.

From a global perspective, the country remains an outlier in terms of both consolidated debt-to-
GDP and debt-to-revenue ratios.

While the median value of the consolidated debt-to-GDP 'BBB' countries was 37.8 per cent in
2017, for India it was a high 69 per cent. But European countries like Italy had a higher ratio at
131.8 per cent and Portugal's stood at 125.7 per cent, according to the rating agency.
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India Ratings attributed the low revenue base as the major factor for India having the highest
debt-to-revenue ratio of 327.1 per cent amongst the median of the 'BBB' countries in 2017 at
165.4 per cent.

"Higher debt and low revenue levels make India an outlier even in terms of interest-to-revenue
ratio, which was 23.7 per cent as against 'BBB' median of 6.3 per cent in 2017. Clearly, the way
forward is to expand our revenue base, and GST is a big step in this direction," said Pant.
Though the Centre may manage to achieve the debt-to-GDP ratio target of 40 per cent by FY23,
the states achieving the 20 per cent target looks difficult as most of them have not budgeted so
far, warned a report.

The states' aggregate debt-to-GDP ratio for FY19 has been budgeted at 24.3 per cent and
according to their FY19 budgets, only 10 of the 20 states will have debt-to-GSDP ratio of under
25 per cent in FY19, noted the report by India Ratings' chief economist, DK Pant.

The NK Singh committee, which is reviewing the Fiscal Responsibility and Budget Management
Act of 2003, has suggested that the fiscal policy try to reduce the debt-to-GDP ratio to 60 per
cent by FY23, with the Centre's at 40 per cent and the states' combined at 20 per cent, instead
of improving the revenue to fiscal deficit ratio.

Eight states namely Himachal, Jammu & Kashmir, Kerala, Manipur, Meghalaya, Nagaland,
Punjab and Rajasthan had debt-to-GSDP ratios in excess of 30 per cent in FY18, suggesting
that the aggregate debt-to-GDP ratio needs to be corrected by 8.92 percentage points between
FY18 and FY23, Pant noted.

Although there have been instances of debt-to-GDP ratio declining by over three percentage
points in a single year and by over 11 per cent for six years at a go, all these periods were
characterised by an average minimum nominal GDP growth of about 14 per cent per annum and
average aggregate revenue receipt-to-GDP ratio of around 20 per cent, according to him.

Though the aggregate revenue receipt-to-GDP ratio has been budgeted at 22 per cent for FY19,
Pant said achieving a nominal GDP growth of about 14 per cent looks difficult.

Sustainability of debt-to-GDP ratio relies on the primary balance-to-GDP and the rate spread
(excess of nominal growth over average interest rate on debt).

India Ratings said during FY90-FY18, the country's debt-to-GDP ratio witnessed five phases:
During FY90-FY92, it rose to 72.89 per cent from 70.06; while during FY93-FY97, it declined to
64.37 per cent from 72.01; to rise again to 83.23 per cent from 66.29 during FY98-FY04. During
FY05-FY11, it again declined to 65.60 per cent from 82.13, while it remained range bound at
66.58-68.92 per cent during FY12-FY18.

During the past five years, while revenue-to-GDP, interest-to-revenue, debt-to-revenue and
positive rate spread trends were favourable for debt sustainability, rising interest payment/GDP,
continuous primary deficit/GDP proved to be a negative, the note said.

From a global perspective, the country remains an outlier in terms of both consolidated debt-to-
GDP and debt-to-revenue ratios.

While the median value of the consolidated debt-to-GDP 'BBB' countries was 37.8 per cent in
2017, for India it was a high 69 per cent. But European countries like Italy had a higher ratio at
131.8 per cent and Portugal's stood at 125.7 per cent, according to the rating agency.
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India Ratings attributed the low revenue base as the major factor for India having the highest
debt-to-revenue ratio of 327.1 per cent amongst the median of the 'BBB' countries in 2017 at
165.4 per cent.

"Higher debt and low revenue levels make India an outlier even in terms of interest-to-revenue
ratio, which was 23.7 per cent as against 'BBB' median of 6.3 per cent in 2017. Clearly, the way
forward is to expand our revenue base, and GST is a big step in this direction," said Pant.
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Source : www.pib.nic.in Date : 2018-09-18

GOVERNMENT INITIATES CONSOLIDATION –
AMALGAMATED ENTITY TO BE INDIA’S THIRD
LARGEST BANK

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

Ministry of Finance

Government initiates consolidation – amalgamated entity to
be India’s third largest bank

First-ever three-way bank amalgamation process
commences

Government paves the way for amalgamated Public Sector
Banks with global heft and business synergies for
providing wider products & services and enhanced access

Posted On: 17 SEP 2018 7:38PM by PIB Delhi
The Alternative Mechanism comprising of its Chairperson, the Union Finance Minister Shri Arun
Jaitley and Cabinet Ministers, Shri Piyush Goyal and Ms. Nirmala Sitharaman met here today in
New Delhi and decided that Bank of Baroda, Vijaya Bank and Dena Bank may consider
amalgamation of the three banks. The envisaged amalgamation will be the First-ever three-way
consolidation of banks in India, with a combined business of Rs. 14.82 lakh crore, making it
India’s Third Largest Bank. 

The consolidation will help create a strong globally competitive bank with economies of scale
and enable realisation of wide-ranging synergies. Leveraging of networks, low-cost deposits and
subsidiaries of the three banks has the potential of yielding significant synergies for positioning
the consolidated entity for substantial rise in customer base, market reach, operational
efficiency, wider bouquet of products and services, and improved access for customers.  

Some of the strengths of the envisaged amalgamated entity are— 

· Provision Coverage Ratio (PCR) at 67.5% is well above Public Sector Banks (PSBs) average
(63.7%), and steadily increasing

·  Net NPA ratio at 5.71% significantly better than PSB average (12.13%), and declining further

·         Gross NPAs for the combined entity have started declining (decline of Rs. 1,048 crore in
Q1)

·         Cost to income ratio of the combined entity at 48.94% better than the PSB average of
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53.92%

·         Dena Bank’s strength in MSME will further augment the strength of the other two to
position the amalgamated bank for being an MSME Udyamimitra

·         Capital Adequacy Ratio (CRAR) at 12.25% is significantly above the regulatory norm of
10.875%, and stronger amalgamated bank will be better positioned to tap capital markets 

·  Significant cost benefits from synergies: Larger distribution network will reduce operating and
distribution costs with benefits for the amalgamated bank, its customers and their subsidiaries

·  Global network strength of Bank of Baroda will be leveraged to enable customers of Dena
Bank and Vijaya Bank to have global access  

·   Access improvement through amalgamation of networks 

·  Wider range of products and services through leveraging of bank subsidiaries and leveraging
of a larger network for offering more value-added non-banking services and products 

 

***** 

DSM/RM/KA
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Source : www.livemint.com Date : 2018-09-18

THE MESSAGES FROM INDIA’S HDI SCORE
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Demographic Economics &

various Indexes

In the four years from 2013 to 2017, India’s score on the United Nations Development
Programme’s (UNDP’s) Human Development Index (HDI) went up from 0.586 to 0.640. That’s
an increase of 9.2%. How does that compare with the performance of last four years of the
United Progressive Alliance (UPA) government?

Between 2009 and 2013, India’s HDI increased from 0.512 to 0.586. That’s a jump of 14.5%. At
first glance, therefore, the human development indicators did better between 2009 and 2013,
compared to 2013-17. True, India’s rank on the HDI went down between 2009 and 2013, while it
went up between 2013 and 2017, but that’s due to the performance of other countries. At the
same time, it’s also true that the higher we are on the HDI, the lower the rate of improvement.

Indeed, there has been improvement on many yardsticks of human development in the last four
years, as Chart 1 shows.

Life expectancy at birth has improved from 66.4 years in 2013 to 68.8 years. Maternity and
infant mortality rates have come down. School attendance has gone up.

Of course, the record on gender inequality is particularly egregious. As Chart 1 shows, per
capita income for women is a bit more than a fifth of per capita income for men. Bangladesh,
Bhutan, Nepal, Myanmar, all score higher on the gender inequality index than India. In fact, the
gender development index for India is worse than that for sub-Saharan Africa.

Inequality too has been going up, as the rise in the quintile ratio, which is the ratio of the total
income received by the 20% of the population with the highest income (= 1st or top quintile) to
that income received by the 20% of the population with the lowest (= 5th or bottom quintile).

The question is: why can’t India, which is the fastest growing large economy in the world, do
more for human development? It is not because we are poor—countries like Vietnam and
Bangladesh, which have lower per capita income than India, do much better on several human
development indicators, as Chart 2 shows. India’s healthy life expectancy at birth is a mere 59.3
years, lower than that of Cambodia, Nepal and Rwanda. Vulnerable employment in India, or the
percentage of employed people engaged as unpaid family workers and own account workers
(self-employed) is 77.5% for India, compared to 57.5% for Bangladesh. Vietnam, in particular,
does better than India on almost all parameters. Could it be that a one-party communist state
does more for human development than a democracy such as India?

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 : 2018-09-19

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

Asking healthy banks to take over weak banks appears to be the strategy to handle the bad
loans crisis. On Monday the Union government proposed the merger of three public sector
banks — Bank of Baroda, Dena Bank and Vijaya Bank — to create an amalgamated entity that
will become the country’s third largest lender. The merger is part of the government’s efforts to
consolidate the banking industry with an eye on overcoming the bad loan crisis. After the
announcement of the merger, shares of Bank of Baroda and Vijaya Bank shed a significant part
of their value, while Dena Bank gained sharply to hit upper circuit on Tuesday. This is not
surprising at all. Dena Bank is the bank in the worst financial situation among the three entities
and is currently under the Reserve Bank of India’s prompt corrective action framework. Unlike
the other two banks, its shareholders are set to gain from being part of a new bank with greater
financial strength. The current merger, it is worth noting, comes after the government let State
Bank of India’s associate banks merge with their parent last year and the Life Insurance
Corporation of India take over the troubled IDBI Bank this year.

‘Banking system facing temporary challenges’

Forced mergers such as the current one make little business sense for the stronger banks as
the weaker banks tend to be a drag on their operations. They are also unlikely to solve the bad
loan crisis that has gripped the banking system as a whole. It is important to ensure that such
mergers do not end up creating an entity that is weaker than the original pre-merger strong
bank. That said, the fact is that mergers are one way of managing the problem and therefore
cannot be discounted totally. However, the trick lies in ensuring that the merger fallout is
managed prudently; identifying synergies and exploiting scale efficiencies will be crucial here.
There is no denying the fact that there are too many public sector banks in India; given this,
consolidation is a good idea in principle. But ideally, mergers ought to be between strong banks.
Then again, these are not normal times and with many banks in a precarious situation, the
immediate compulsions for merging the weak Dena Bank with the stronger Bank of Baroda and
Vijaya Bank are clear. From a corporate governance perspective, however, the merger sends
out rather poor signals. Here is a dominant shareholder in the form of the government that is
dictating critical moves that impact the minority shareholders, who are left with no say in the
matter. A merger as significant as this one ought to have been first discussed and approved in
the board rooms of the banks concerned. If the shareholders of Bank of Baroda, whose share
fell by 16% on Tuesday, feel unhappy, that is perfectly understandable.

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.thehindu.com Date : 2018-09-19

WHAT IS 'MONETARY OFFSET' IN ECONOMICS?
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Inflation & Monetary Policy

This refers to changes in the monetary policy of a central bank in response to changes in the
fiscal policy of the government. A major responsibility of a central bank is to keep inflation under
control and prevent the economy from overshooting its potential growth. However, deficit
spending by governments, which is financed through the creation of fresh money by the central
bank, can increase the overall money supply and lead to an increase in prices across the
economy. In such cases, the central bank can choose to offset the inflationary impact of high
government spending by contracting the overall supply of money in the economy.

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,
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Source : www.livemint.com Date : 2018-09-19

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

The Narendra Modi government’s flagship “Make in India” programme is not the first attempt to
goose Indian manufacturing. It will not be the last, no matter who wins the 2019 elections.
Scrying the entrails of past policy pushes is helpful. It throws up some constant truths. Import
substitution hasn’t worked and is unlikely to do so. Industrial policies can introduce significant
distortions. Policy decisions made in New Delhi often don’t survive the journey to manufacturing
plants. A new working paper by Rajesh Raj S.N., Kunal Sen and Sabyasachi Kar, Unmaking
“Make in India”: Weak governance, good deals and their economic impact, provides interesting
insights into that last point.

Since its inception in 2003, the World Bank’s Doing Business report has been perhaps the most
popular yardstick by which to measure the state-business relationship. Much was made of
India’s jumping 30 ranks to 100th position in last year’s report. It is a laudable achievement as
far as it goes, speaking to the Modi government’s attempts to clear up regulatory cholesterol and
put new, effective systems in place.

In 2015, however, Mary Hallward-Driemeier and Lant Pritchett had a subversive take on the
impact of such policy action in their paper, How business is done in the developing world: deals
versus rules. Looking at firm-level data from the World Bank’s enterprise surveys (ES)—as
opposed to the Doing Business reports which survey lawyers, consultants, bureaucrats and so
on—they found a vast gulf between de jure regulatory frameworks and de facto realities.
Corruption and deal-making between the state and businesses meant that across the nations
studied, a handful of companies could obtain clearances and permissions far faster than the law
suggested, while other companies took far longer than prescribed.

Raj, Sen and Kar mine this perspective further, looking at 2013-14 ES data across Indian states.
In line with Hallward-Driemeier and Pritchett, they find a substantial difference between the de
jure number of days required for a business to get an operating license or construction permit,
and the de facto reality. So far, as expected. In fact, in the majority of states, the mean and
median de facto values are lower—sometimes substantially so—than the regulations suggest.
Does this mean that governance mechanisms are particularly efficient in these states?

Not quite. They find a wide variance in firms’ within-state experiences. For instance, in Bihar,
“the 10th percentile set of firms reports obtaining an operating license in one day, while 90th
percentile set of firms reports obtaining a license in 90 days.” This makes it clear that a
company’s regulatory experience is a product of its deal-making ability, not of a neutral
governance mechanism. Here is where it gets interesting: Raj, Sen and Kar also find that firms
in states with weaker capacity and poorer governance, as defined by a handful of proxy
measures, are able to secure better deals—and that in most states, good deals go to the least
productive firms.

The implications for Indian industry and development are obvious and troubling. For firms,
India’s administratively weakest states are the most tempting targets for regulatory capture that
is likely to skew the inclusive, broad-based growth they need. The natural advantage large
companies have over upstart competitors in securing sweetheart deals also means that
competition—and the innovation and productivity growth that comes with it—are undercut. There
is thus efficiency loss when it comes to business growth pushing broader economic growth and
development.
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By enriching politicians and bureaucrats, such deal-making and regulatory capture also creates
structural disincentives for improving state capacity. In the absence of such capacity, the value
of politicians as middlemen who can help firms cut in line or secure public goods for citizens
rises. This, in turn, enables more deal-making, perpetuating the cycle.

In The Republic Of Beliefs: A New Approach To Law And Economics, Kaushik Basu has written
that the effectiveness of laws rests to a significant extent on the belief among citizens of a
state’s ability to enforce them—that is, buying into a rational expectation of behaviour in
accordance with the law. Visible regulatory capture and lack of state capacity make such belief
hard to buy into. There is also another factor at play here. To a significant extent, caste and kin
networks remain important vectors of social, economic and political activity. This is a reality that
doesn’t always mesh easily with India’s regulatory and legal framework.

These are fundamental problems that define the business-state relationship in India, and extend
considerably beyond it. Plainly, improving the regulatory framework is no panacea. Breaking the
cycle will take far deeper transformations.

What can the government do to prevent regulatory capture? Tell us at views@livemint.com
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Source : www.livemint.com Date : 2018-09-19

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

It is the season for pricing by diktat. Farmers have been assured a higher minimum support
price (MSP) for 23 crops, no matter how low the market price may drop. The difference will
presumably be paid to the farmer by the government’s treasury (we the taxpayers). The state of
Maharashtra toyed with an innovative trick. The state government said that any trader found to
be paying anything less than MSP to a farmer would be sent to jail for one year. This is
innovative because it passed the monetary burden of MSP from state exchequer to the
wholesale or retail buyers of foodgrain. Clever isn’t it? Why did they not extend this rule to all
buyers, including retail consumers as well? That way the MSP burden would be diffused across
millions of buyers. Anyone not paying a higher price for rice and wheat is an anti-national and
must go to jail!

Thankfully this idea has backfired, and the state has withdrawn the order. It backfired not just
because of protests from traders, but because of the possibility that the traders would simply
boycott purchase of crop from farmers. If they purchase zero quantity, then they pay zero price,
whatever the diktat. So, imposing MSP rules on intermediaries is unworkable. It is not clear how
the central government is going the implement MSP without a quantity guarantee as well, and a
mechanism to identify and compensate the difference between market price and MSP. As such,
we have a glut in farm production across crops and MSP may have to be extended widely.
Already, sugarcane farmers are also agitating for a higher price. The policy of guaranteeing a
higher price for ethanol, to promote blending with petrol and diesel, will also help raise sugar
prices and hence indirectly help sugarcane farmers.

The minimum price paradigm is being applied to exports as well. As the rupee has been sliding,
imports surging and the current account deficit widening, the cabinet decided that it was time to
cut out inessential imports. Who is to say what is inessential? Mobile phones constitute a big
chunk of imports (and more generally electronic goods). Are phones inessential? An earlier
National Democratic Alliance minister had coined the slogan, “Roti, kapda, makaan aur mobile”!
So should we then say that basic phones are essential, but smartphones are not? Or that 16 GB
memory is essential but anything more is inessential? The slope to price controls and
determining what are inessential goods is slippery. One of the largest import items is coal, which
fires electricity. Surely that cannot be inessential.

A third area where the minimum price regime is being applied is e-commerce companies.
Suddenly, we are not comfortable with those steep discounts offered by Amazon and Flipkart.
The draft policy for e-commerce regulation implies that discounting is anti-competitive. How?
Economists will scratch their heads. If consumers are getting a super deal, why is that anti-
competitive? Pricing and costing are two different things. Pricing responds to demand and
costing responds to production and supply constraints. No company can continue to sell below
the cost of production for a sustained period of time and remain in business. In general, it is very
hard to determine the true variable cost of production. So, sending in pricing inspectors to
examine whether the discounts can be allowed or not is a pointless exercise in a Kafkaesque
bureaucracy.

Interestingly, the government’s concern about discounting and predatory pricing in e-commerce
does not seem to apply to telecom. The order of the Telecom Regulatory Authority clearly said
that entrants cannot be guilty of predatory pricing. This was in a case where incumbents were
complaining about nearly zero pricing offered by the new entrant. Never mind that the
incumbents were struggling with their balance sheets, while the entrant seemed to have deep
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pockets to offer endless deep discounting. Consumers of course were happy to be wooed by
free service (as economists would have told you so). The concept of predatory pricing is very
difficult to define and operationalize. It may not really be below variable cost (which is difficult to
measure anyway), it may be temporary and it may be simply an entry strategy and not an abuse
of dominance. This was discovered to its dismay by cab operator Meru, when it filed a case of
predatory pricing against Ola and Uber. The Competition Commission of India ruled that such
pricing constitutes disruption and hence innovation and not abuse or anti-competitive practice.
Indeed it may be very competitive.

However, what we believe in the context of a dispute between app-based taxis, we don’t extend
to imports from China. India has successfully initiated several cases of anti-dumping against
import from China. There, the onus is on the litigant to prove that the producer is selling goods
below the cost of production. Never mind if the consumer in India could be happy, enjoying
cheap and high quality goods. Anti-dumping duty is a punishment for a crime and not merely a
protectionist tool. Its application follows World Trade Organization rules, even if some diehard
economists don’t understand how cheap goods can hurt the consumer. Deep discounting is
allowed in some sectors while price-raising duties applies in others. Is this inconsistency and
muddled thinking, or just political economy?

Price controls have an irresistible charm for policymakers. Even after learning the hard way that
they don’t work (ask Richard Nixon about his wage and price controls), they are always in
fashion.

Ajit Ranade is an economist and a senior fellow at the Takshashila Institution, an independent
centre for research and education in public policy.

Comments are welcome at views@livemint.com
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OPINION
Relevant for: Indian Economy | Topic: Issues relating to Employment

There are several studies and reports that clearly show that the Mahatma Gandhi National Rural
Employment Guarantee Scheme (MGNREGS) has accomplished its objectives to a large extent.
Initially, this government derided the programme as some kind of a dole—but it later
acknowledged its role in rural development, if reluctantly. The chief ministers’ council in a Niti
Aayog meeting in July demanded labour payments for farm activities, from sowing to harvesting,
to be included in MGNREGA.

This is a vital point for discussion. Can MGNREGS funds be diverted for farming activity in
privately held lands, as part of a wage subsidy initiative for cultivators? Whether wage subsidy to
cultivators is a viable idea or not can be discussed on some other day. But the idea of bringing it
under MGNREGS needs urgent attention. It is unviable and detrimental to the programme. The
reasons are specific. For example, recurring work on farms is almost not measurable, so this is
like opening the floodgates to leakages. This will not create productive assets as is mandatory,
according to the Act. Moreover, MGNREGS is meant to be an additional employment
opportunity in addition to the opportunity to earn farm wages during the kharif season.

But the question is: Hasn’t MGNREGS’ objective been to help the agriculture sector? Wage and
assets have been two sides of the same coin of MGNREGS. Just a cursory look at the
permissible works and the type of work being undertaken is an assurance that MGNREGA
provided the much-needed basic infrastructure for rain-fed farmers, especially small and
marginal farmers. A study by the Indira Gandhi Institute of Development Research for the state
of Maharashtra reiterates this premise. But, thankfully, wisdom prevailed and now the
discussions are about having projects under MGNREGS, which support agriculture but in the
pre-sowing and post-harvesting period. This is about building productive assets by
supplementing it with programmes of other departments. The buzz word is convergence.

Convergence is when two different projects of separate departments can be dovetailed for better
outputs. Convergence is when a farm pond gets support from the fisheries department and
fishing is an additional income; or when the well under MGNREGS gets a motor engine from the
agriculture department or tribal department; cattle shed under MGNREGS gets additional
support from animal husbandry department; and so on. But, when MGNREGS provides labour
costs for sanitation (building toilets) or building houses, then this is a “divergence” of funds.
These same programmes of rural housing and toilets were earlier part of other programmes of
the ministry of rural development, and now are being partially put under MGNREGS.

While labourers could have got an opportunity to work under these programmes, they are
instead getting paid for the same work through MGNREGS.

There are two problems with convergence. First, the work under MGNREGS has to be
implemented in coordination with another department. Our administrative structures are not
tuned to such coordinated implementation mechanisms. So the architecture for coordination has
to be put in place. But could this weaken the planning of MGNREGS work by the gram sabhas?
And how will this “projectivization” of works under MGNREGS affect demand? One of the basic
tenets of this programme is that it is demand-based. So if a group of villagers put in a demand,
but there is no “convergence project” ready to be taken up, then will this lead to more
suppressed demand?

What is the purpose of convergence? Is it to add value to the asset for the farmer family, or is it
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to overcome fund deficits of other programmes? Merely putting the labour component of other
projects in MGNREGS may not lead to any value-addition. Hence, this convergence of
MGNREGS projects could be useful, but depends on the type of convergence.

Another concern is that the ratio for total expenditure on MGNREGS work is 60:40, meaning at
least 60% is to be spent on labour wages. Earlier, this was to be maintained at the gram
panchayat level, but now it is to be maintained at the district level. Gram panchayats could be
too small a unit, but a district is the other extreme. In this, the danger is that the wage
component might be spent by one part of the district and the more politically savvy will corner
the material component of the expenditure. Hence, a better unit could be a cluster of gram
panchayats drawn on lines with their watershed regions.

It is necessary to discuss how to improve MGNREGS. But the basic challenges are still the
same, including providing work on demand. The challenge is to allocate adequate work when
the average work provided to a household hovers between 40 and 50 days.

Contrary to perception, most labourers under MGNREGS are small and marginal farmers, and
not just landless ones. They are mostly rain-fed farmers, engaged in farming for a single season.

Denying a well-functioning programme is denying the opportunity of development, since the
productive assets being made are enhancing their livelihood opportunities. By moving away from
the demand for sowing, to harvest activities getting included in MGNREGS, we could avoid
robbery, but “projectivization for convergence” risks stealing by stealth.

Ashwini Kulkarni works with Pragati Abhiyan.

Comments are welcome at theirview@livemint.com
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BONDS TO RESCUE THE RUPEE
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign capital, Foreign Trade

& BoP

Photo for representation.   | Photo Credit: Getty Images/iStockphoto

These are bonds issued by the Reserve Bank of India to non-resident Indians who are
interested in investing their money in India. Since these bonds offer higher returns than other
similar investments, they can be used as a tool to attract capital during times when other
domestic assets fail to attract the interest of foreign investors. Many investors view them as a
safe investment as these bonds are issued by the Indian central bank.

The sharp slide in the value of the rupee has led to speculation that the RBI might opt to issue
NRI bonds worth $30-35 billion in order to help attract dollar investment into the country. The
rupee’s fall of 13.7% since the beginning of the year has been caused by two factors. On the
one hand, capital has been moving out of India’s capital markets. Foreign portfolio investors
pulled out 47,836 crore in the first half of the year, a 10-year high. On the other, Indian exports
have been losing demand, while imports of commodities like crude oil have risen significantly.
India’s current account deficit hit a five-year high in July. Both these factors have combined to
cause an increase in the demand for the dollar, thus leading to the fall in the value of the rupee.

NRI bonds could theoretically help increase demand for the rupee and stabilise its value against
the dollar. The actual effect of these bonds on the rupee, however, will depend on how attractive
they are to NRIs. In 2013, when the rupee witnessed a fall of about 25% in just four months
following the U.S. Federal Reserve’s decision to taper down its bond-purchase programme, the
RBI was able to collect more than $30 billion worth of foreign capital. NRI bonds were also
issued in 1998 and 2000 to help curb the slide of the rupee. While these bonds can provide
temporary assistance to the rupee by encouraging capital inflows into the economy, they may
not address the fundamental economic issues that are causing the fall of the rupee. Until the
RBI can rein in domestic inflation and the government can take steps to boost exports and curb
imports, emergency measures like the issuance of NRI bonds can only offer temporary respite to
the rupee.

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

The past two years or so have seen rapidly increasing stress in the Indian banking sector, with
non-performing assets (NPAs) steadily climbing from under 3% to over 13% of total assets.
Loan-loss provisioning for NPAs has seriously eroded the capital base of several banks, limiting
their ability to make further loans. There is general consensus that the state of Indian banking is
among the biggest challenges facing the country in accelerating investments and growth.

While there is certainly urgency in finding a solution to the problem, diagnosing the cause(s) and
putting correctives in place is perhaps even more important. Unfortunately, the entire discourse
appears to have boiled down to the governance practices in public sector banks (PSBs),
particularly political interference and crony capitalism. Hence, the solutions have more or less
polarized around two ideologically coloured views—(a) privatization of PSBs; or (b)
strengthening independence and capacity of PSBs. While this is a perfectly legitimate debate
and may lead to a part of the solution, it should not forestall the search for other causes, which
may be just as important. 

I argue that much of the problems currently being faced by the banking sector arise from a
fundamental change that occurred after 2002. Prior to that, Indian banks mainly had two types of
loans: (a) working capital loans to production entities, firms, and farmers (76% of banking
portfolio); and (b) retail term loans to households for housing, and durable goods (less than
24%). Since then, banks have been aggressively making term loans to companies for fixed
capital investments, like land, building, and machinery. This now accounts for 38% of the
portfolio, with working capital at 42% and retail at 20%. The bulk of NPAs by value are long-term
loans to corporates.

This shift from short-term working capital loans to long-term loans has not gone entirely
unnoticed. Concern has been expressed in many quarters about the serious asset-liability
mismatch in the banking sector, whereby the average tenor of assets (loan portfolio) has been
rapidly going up relative to that of liabilities (deposits). While this is worrying, it is not the cause
of the NPA problem. 

There is a significant difference between de jure (contractual) and de facto (behavioural) tenors
of bank deposits. The average de jure tenor is usually computed by taking the weighted average
of contractual tenors of demand and term deposits, which works out to about two years.
However, most deposits—demand and term—usually remain with banks for much longer
periods, which can be as high as 14-15 years. Thus, the de facto average tenor is probably
above 10 years, which may well be higher than the average maturity of the loan portfolio. This
difference between de jure and de facto means that the asset-liability mismatch becomes a
problem only when there is a loss of depositor confidence and withdrawal of deposits. This is not
the situation as yet. The NPA problem has arisen from four features that characterised bank
loans for fixed capital formation: (a)Banks do not have the capacity to assess long-term credit-
worthiness of borrowers. They rely almost exclusively on credit-rating agencies that provide
ratings only when the concerned company intends to raise debt capital directly from the market.

(b) Banks have no capacity to monitor the use of long-term loans by borrowers. This is
particularly egregious for project loans, especially when it is without recourse (lender has claim
only on assets of the project, not of the parent company). Consequently, the parent company
can use the funds for purposes other than for which they were borrowed without the banks being
any the wiser. Hence, whatever little appraisal was done initially becomes vitiated.
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(c) Such loans create an existential problem for borrowers since attaching such assets
essentially means “winding up” the companies. It is only natural that company promoters would
fight such an eventuality. Since winding up petitions, especially with multiple lenders, was a
complex legal process, which often took 7-10 years, with promoters using every possible trick to
stall proceedings, banks faced the alarming prospect of making large loan loss provisions which
would stay on the books for many years with very little recovery at the end. It is no wonder that
bank managements have allowed potential NPAs to accumulate over the years through myriad
forms of “ever-greening”. Reserve Bank of India’s forced recognition of NPAs has now brought
the problem to light.

(d)Finally, there was gross mispricing of loans by banks. In practically all banks, the yield curve
is almost parallel to, and sometimes even flatter than, that of government securities. Even if
banks were unable to assess the appropriate risk premium at different tenors due to (a) above,
there is no reason why a premium was not attached to the illiquid nature of the underlying
collateral, which is also related to (c) above.

This high exposure to companies in fixed assets, especially in project finance, did not happen by
itself, but at the behest of successive governments. It begins with a decision taken by the
government in 1997 to stop issuance of tax-free bonds by development finance institutions,
which were the main source of term finance for corporates. This closed the only source of
relatively low-cost funds for these institutions, and was instrumental in some of them converting
to commercial banks and others shutting down. Consequently, Indian commercial banks were
forced to fill the vacuum and effectively converting to “universal banks” (performing roles of both
commercial and investment banks). 

The problem escalated due to the government’s focus on infrastructure during 2002-2009,
especially with the efforts made to promote ‘public-private partnerships’. This led to a rapid
increase in project financing to private infrastructure firms. The global financial crisis in 2008-09
required banks to take substantial further exposures in long-term loans as external commercial
borrowings by Indian corporates dried up. Thus, to pin all the blame on poor governance in
PSBs, especially by government interlocutors, appears gratuitous.

The first and most important solution to the NPA problem is to provide for rapid resolution of
defaults. Something similar used to happen earlier with working capital loans and was taken
care of by the promulgation of the Securitisation and Reconstruction of Financial Assets and
Enforcement of Security Interest (SARFAESI) Act, 2002, which resulted in gross NPAs falling
from 19% in 2002 to 6% by 2006. However, the SARFAESI Act is of consequence only in cases
where collaterals are moveable assets, and especially where there is a single claim-holder. 

The need for a Bankruptcy Act was anticipated and recommended in the Tenth Five Year Plan
in 2002. After much delay, the Insolvency and Bankruptcy Code (IBC) was passed in 2016,
which has made it easier for banks to effect recovery through liquidation of fixed assets. As IBC
institutions and processes are strengthened, it should take care of the existing NPAs and, up to
a point, the need for banks to do ever-greening. However, it does not in itself address the other
issues associated with long-term loans, especially mispricing.

The other critical solution is fundamental to the change that has taken place in Indian banking.
Indian banking laws follow the “Anglo-Saxon” model in which there is a firewall between
commercial and investment banks. The shift to universal banking was ‘reform by stealth’ and not
accompanied by amendments to laws. Countries which have universal banking, such as Europe
and Japan, permit banks to issue bonds for financing term loans. Our Banking (Regulation) Act,
1949 does not do so. Banks can issue bonds only for raising their own capital. 
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The Banking Act should be amended to permit issuance of bonds by banks for on-lending.
Ideally, banks should be required to ensure that a minimum percentage of their term loans are
financed by long-term market borrowings. Such a measure would have several positive effects.
First, if banks are required to issue bonds to finance a part of their term loans, it would lead to a
much more rational (steeper) yield curve on bank loans since the interest rate on bonds would
be significantly higher than that on deposits. 

Second, a more rational yield curve may drive some corporates to borrow directly in the bond
market, reducing the pressure on banks. The Securities and Exchange Board of India has made
it mandatory for listed companies to raise a part of their long-term debt from the market, but this
can potentially distort credit allocation in the economy. A more rational bank yield curve would
obviate some of this distortion as there would be a self-selection element in companies’ decision
to issue long-term bonds.

Third, this would automatically correct the growing asset-liability mismatch problem, and improve
the credibility of the banking sector.

Finally, since banks would have to get themselves periodically rated, the yield curve of individual
banks would reflect the strength of their loan portfolios. Banks with weaker balance sheets will
have to offer higher interest rates on their bonds, which will get reflected in higher rates that they
will have to charge to the same potential client. This should introduce a self-correcting
mechanism in banks’ lending behaviour well before they run into serious problems.

The choice facing the government is clear: either revert to the status quo ante where banks
eschew lending for fixed capital formation; or amend banking laws to reflect the new reality.
Sitting on one's hands and berating the banks is not an option.

Pronab Sen is country director, International Growth Centre, India.

Reprinted with permission from Ideas for India (www.ideasforindia.in), an economics and policy
portal.

Comments are welcome at views@livemint.com 
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INDIA AND MOROCCO SIGN AIR SERVICES
AGREEMENT ENABLING GREATER CONNECTIVITY

Relevant for: Indian Economy | Topic: Infrastructure: Airports

Ministry of Civil Aviation

India and Morocco sign Air Services Agreement enabling
greater connectivity

The Agreement enables code sharing with airlines of other
party as well as greater freedom in mounting direct flights.

Posted On: 19 SEP 2018 5:13PM by PIB Delhi

India and Morocco signed the revised Air Services Agreement between the two countries
enabling greater connectivity through a modernized agreement.  The delegation of the two
countries have met three times in the past years wherein they have worked towards
liberalization of markets between the two countries and updating of the existing Air Services
Agreement. The two sides cleared the legal and technical difficulties and agreed to a modern
new text for the Air Services Agreement.  Thereafter, both sides took approval for the agreed
text of the Air Services Agreement from the respective governments and after approval, this
document has been formally signed during the visit of  Shri Mohammed Sajid, Minister of
Tourism, Air Transport, Handicraft and Social Economy who signed for the Moroccan side and
the Union Minister of Commerce and Industry and Civil Aviation, Shri Suresh Prabhu signed for
the Indian side.

This milestone is enabler for greater air connectivity between India and Morocco and will enable
the airlines of each side to enter into code share with airlines of other party, as well as provide
greater freedom in mounting direct flights.  These developments in the Civil Aviation sector will
enable the people of each country to travel to the other country leading to better economic and
cultural ties.

***

RJ/KGS

(Release ID: 1546709) Visitor Counter : 259
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PREVENTIVE VIGILANCE IS KEY TO GOOD
GOVERNANCE IN PSES: PATEL

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

Urjit Patel  

Reserve Bank of India Governor Urjit Patel emphasised on preventive vigilance for improving
governance standards in public sector enterprises (PSEs) and said punitive vigilance may not
achieve the desired results.

“Reserve Bank of India considers preventive vigilance measures as the lynchpin of its efforts for
good governance,” Dr. Patel said during a speech at the Central Vigilance Commission, New
Delhi.

He said preventive vigilance takes centre stage and becomes a key effective tool of governance
in a public sector institution. “When lapses can arise due to background noise outside of the
employee control (which is often the case in public sector due to the complexity of the interaction
with a multitude of other public sector entities), punitive vigilance becomes even less attractive
due to further demotivation that it might induce; in turn, so does detective vigilance,” he said.

Effective mechanism

“While not taking away from the need to engage in some detective and punitive vigilance,
preventive vigilance is conceptually likely to be the most effective governance mechanism at
public sector institutions,” he added.

The Governor said that punitive vigilance was difficult in a public sector institution for several
reasons, adding the rewards were low to start with, thereby limiting the possibility of downward
revisions.
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IS NITI AAYOG RELEVANT?
Relevant for: Indian Economy | Topic: Issues relating to Planning

Prime Minister Narendra Modi with NITI Ayog Vice Chairman Rajiv Kumar releasing a report
during the inauguration of the Global Mobility Summit at the Vigyan Bhavan on September 07,
2018 in New Delhi.   | Photo Credit: R.V. Moorthy

The NITI Aayog was formed to bring fresh ideas to the government. Its first mandate is to act as
a think tank. It can be visualised as a funnel through which new and innovative ideas come from
all possible sources — industry, academia, civil society or foreign specialists — and flow into the
government system for implementation. We have regular brainstorming sessions with
stakeholders from various industries and sectors. Initiatives like Ayushmaan Bharat, our
approach towards artificial intelligence and water conservation measures, and the draft bill to
establish the National Medical Commission to replace the Medical Council of India have all been
conceptualised in NITI Aayog, and are being taken forward by the respective Ministries.

In that sense, I think of NITI Aayog as an action tank rather than just a think tank. By collecting
fresh ideas and sharing them with the Central and State governments, it pushes frontiers and
ensures that there is no inertia, which is quite natural in any organisation or institution. If it
succeeds, NITI Aayog could emerge as an agent of change over time and contribute to the
Prime Minister’s agenda of improving governance and implementing innovative measures for
better delivery of public services.

We also work to cut across the silos within the government. For example, India still has the
largest number of malnourished children in the world. We want to reduce this number vastly, but
this requires a huge degree of convergence across a number of Ministries, and between Central
and State governments. NITI Aayog is best placed to achieve this convergence and push the
agenda forward.

NITI Aayog is also bringing about a greater level of accountability in the system. Earlier, we had
12 Five-Year Plans, but they were mostly evaluated long after the plan period had ended.
Hence, there was no real accountability.

NITI Aayog has established a Development Monitoring and Evaluation Office which collects data
on the performance of various Ministries on a real-time basis. The data are then used at the
highest policymaking levels to establish accountability and improve performance. This
performance- and outcome-based real-time monitoring and evaluation of government work can
have a significant impact on improving the efficiency of governance.

Using such data, we also come up with performance-based rankings of States across various
verticals to foster a spirit of competitive federalism. That is another big mandate of NITI Aayog.
We identify the best practices in different States in various sectors and then try to replicate them
in other States. We also play an important role of being the States’ representative in Delhi, and
facilitate direct interactions with the line ministries, which can address issues in a relatively
shorter time.
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The Atal Innovation Mission, which is also established under NITI Aayog, has already done
commendable work in improving the innovation ecosystem in India. It has established more than
1,500 Atal Tinkering Labs in schools across the country and this number is expected to go up to
5,000 by March 2019. It has also set up 20 Atal Incubation Centres for encouraging young
innovators and start-ups.

With its current mandate that is spread across a range of sectors and activities, and with its
unique and vibrant work culture, NITI Aayog remains an integral and relevant component of the
government’s plans to put in place an efficient, transparent, innovative and accountable
governance system in the country.

Rajiv Kumar is the vice-chairman of Niti Aayog. As told to Yuthika Bhargava

The erstwhile Planning Commission had been on the decline since 1991, much before the final
blow was delivered to it by the present regime in 2014. At some point, the charge of the
Planning Commission was entrusted to eminent experts, many of whom had trained in neoliberal
schools. This did not fit well with the imperative for an inclusive and equitable path of economic
development in India, which is a socially hierarchical and economically iniquitous society.

In the original Nehruvian vision, the public sector was entrusted with the economy, given the
weak market mechanism which was dominated by mercantile capital and a feudalistic system,
especially in rural areas. Even then, the Planning Commission controlled only half of the total
investment in India, since what was consciously adopted was a mixed economy system. It also
fitted well with our republican democratic Constitution.

The rise of neoliberalism, the decline of erstwhile socialist regimes worldwide, and the rise of
right-wing market fundamentalists within the country paved the way for the demise of the
Planning Commission. Its replacement by NITI Aayog looks more apologetic than substantial for
the task of transforming a deeply unequal society into a modern economy that ensures the
welfare of all its citizens, irrespective of their social identity.

It has no role in influencing, let alone directing, public or private investment. It does not seem to
have any influence in policymaking with long-term consequences (for instance, demonetisation
and the Goods and Services Tax).

NITI Aayog is supposed to be a think tank. This implies that while generating new ideas, it
maintains a respectable intellectual distance from the government of the day. Instead, what we
see is uncritical praise of government-sponsored, acronym-infested schemes. It sings paeans to
the virtues of the private corporate sector as the saviour of the Indian economy without realising,
let alone appreciating, the foundational and socially oriented contribution of India’s vast public
sector.

How can a country like India transform itself with new ideas and strategies if it doesn’t have a
paradigm of planning for development? How can it lift its poor? How can we ensure that every
working member of the Indian population has a decent job with at least a minimum wage and
social/employment security? Why doesn’t it occur to the political leadership to ask why more
than 90% of those in the workforce slog in the unorganised sector — in small farms and tiny
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non-farm establishments — with two-thirds of the total being working poor? Why don’t they ask
why more than half the workers in the organised sector end up as ‘insecure’ or ‘informal’ labour?
Why is the labour force participation rate of women so low and declining when neighbours like
Bangladesh have registered an increasing trend? Why do the Dalits and Adivasis continue to be
at the bottom of the ladder in every conceivable social and economic indicator of well-being?
Why do regional, gender and other inequalities based on social identity keep increasing?

India requires planning that addresses social justice, reduces regional and gender inequalities,
and ensures environmental sustainability.

K.P. Kannan is a former Director of the Centre for Development Studies, Thiruvananthapuram

“The road to the free market was opened and kept open by an enormous increase in continuous,
centrally organised and controlled interventionism,” wrote Karl Polanyi in The Great
Transformation. Polanyi was referring to the structural transformation in the 19th and 20th
centuries. He wrote: “While the laissez faire economy was the product of deliberate state action,
subsequent restrictions on laissez faire started in a spontaneous way. Laissez faire was
planned; planning was not.” In other words, planning for a developing economy can be
abandoned, but only at its own peril. The implication for a complex country like India that
became an industrial economy late is that planning would, and should, remain a central function
of the state in the medium run. However, we would contend that the Planning Commission,
unfortunately, did not fulfil its function adequately. NITI Aayog will need to evolve into a much
stronger organisation than it is.

Learning from the experience of the now-industrialised countries, the Chinese state ensured that
after its market-oriented economic reforms began, its State Planning Commission became more
powerful in the state apparatus. The result was growth and poverty reduction on a scale
unprecedented in history. China became the “factory of the world” — backed by an industrial
policy driven by the National Development and Reforms Commission.

Similarly, in all East Asian and Southeast Asian countries, industrial policy was planned and
executed as part of five-year or longer-term plans. It was precisely because these countries had
planning institutions which went hand in hand with industrial policy that they managed to steer
policies through turbulent times in the global economy, thus sustaining growth.

In most of Latin America/Caribbean (LAC) countries and in Subsaharan Africa (SSA), two full
decades of potential economic growth and human development were lost when per capita
income barely rose even as populations continued to grow. These countries abandoned
planning and became captives of the Washington Consensus. On the other hand, the important
identifier of East Asian and Southeast Asian countries, which did not experience such “lost
decades” in the 1980s and 1990s, were their planning structures, backed by an industrial policy
and implemented by learning bureaucracies. That is how they were able to ride the wave of their
demographic dividend, which comes but once in the life of a nation. India cannot risk going the
LAC/ SSA way, since it is already past the midpoint of its dividend.

While East Asian and Southeast Asian countries still had, and have, five-year plans, what was
also integral to their planning was productive use of labour, their most abundant factor, through
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an export-oriented manufacturing strategy. It was this strategy that was lacking in India’s
planning. Giving ‘planning’ per se a bad name for poor policy is indicative of an ahistorical
understanding of planning.

If NITI Aayog is to implement such a strategy within a planning framework in India, two major
changes in governance structures are needed. First, planning will have to become more
decentralised, but within a five-year plan framework. Second, bureaucracy will need to change
from generalist to specialist, and its accountability will have to be based on outcomes achieved,
not inputs or funds spent. NITI Aayog should spell out how these reforms will be implemented.

Santosh Mehrotra served in the Planning Commission for nearly a decade

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,
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Source : www.thehindu.com Date : 2018-09-23

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

Representational image.   | Photo Credit: Special Arrangement

The world has witnessed a transformation in health care during the last century. Prescription
drugs have helped wipe out diseases and revolutionise cures, which has resulted in resulting in
better treatment outcomes, more effective pain management and people living healthier, longer
lives. The global bio-pharmaceutical industry has seen a steady growth of 3-4% annually over
the past five years, with India enjoying an annual growth rate of 9-12%. India is the 11th largest
pharma market in the world and will rise to ninth position by 2022. Over 40% of its domestic
output (by value) is exported to several countries. It accounts for 20% of the global supply of
generic medicines, 60% of all vaccine supply and 80% of all antiretroviral drugs used against
HIV/AIDS. Unsurprisingly, India is frequently referred to as ‘pharmacy to the world’.

However, India is a very long way from realising its potential for bio-pharmaceutical innovation.
We should be looking to the competitive advantage that we could derive from an environment
that encourages and values innovation. While it might be unrealistic to aspire to the ecosystems
of mature economies such as the U.S. or Japan, we must look to and learn from advancements
taking place in our neighbourhood — in the emerging economy of China. The best barometer to
measure the health of any research-based industry must be the extent of investment from
private equity and venture capital investors. While the traditional choices for bio-pharmaceutical
investment have been the U.S. or Europe, China is increasingly becoming the favoured
destination for investors in this industry.

As China has continued to modernise, its competitiveness (documented in the Global
Competitiveness Index) has grown steadily over the past decade. In 2015, China began reforms
that grew out of the nation’s aspiration toward greater competitiveness and a desire to become a
leader in global drug innovation. Since then, the country has focussed on intensive, industry-
wide efforts to reshape policy. China is coordinating the effort and a meaningful change is
coming about.

The global industry believes that the changes under way in China will serve to make its
pharmaceutical market more competitive and more attractive.

There are several reasons for investors to be upbeat. While China’s growth has slowed, it will
still outstrip the major Western economies at 6% through 2022, compared with the 2% growth
expected in the U.S. China’s intellectual property (IP) environment is also improving steadily.
The 2018 report from the U.S. Chamber’s Global Innovation Policy Center, now ranks China at
25 (India is 44). Sweeping IP reforms are being proposed in China and big regulatory changes
expected in its biopharma industry. These are aimed at attracting investment and transforming
the bio-pharmaceutical industry into an innovation-focussed sector, on a par with the U.S. and
Europe.

These advancements will make China more attractive to investors, causing them to divert capital
away from other markets and stimulating greater investment in its bio-pharmaceutical industry.
More deals are likely to focus on innovation and this focus will make the market more
competitive, leading to increased cross-border and domestic mergers and acquisitions. While
investors cite market size as the single most important consideration, they are surely to be
encouraged by the efforts being taken by the Chinese government. Though headwinds remain
— pricing and reimbursement as well as the dominance of non-innovative generics and the
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prevalence of Chinese medicines — the government’s will and commitment are expected to
address these challenges.

And what of India? Two years ago, the Union Cabinet approved a new Intellectual Property
Rights (IPR) policy with the objective of unveiling a ‘Creative India, Innovative India’. The
National IPR Policy was intended to be a critical step towards a stronger and more competitive
economy, ultimately providing a ‘secure and stable climate for stimulating inventions and
creations’. We must do much more. A multi-stakeholder roundtable in 2017 focussed on
unlocking India’s potential in biomedical science and innovation, and its report released. It
extensively cites a PricewaterhouseCoopers study that stresses the importance of strengthening
our bio-pharmaceutical innovation ecosystem across the four key dimensions (infrastructure,
finance, human resources and legal/regulatory framework). Perhaps India will pay heed and also
take some cues from China, to leverage our inherent strengths and get ahead in this race for
competitiveness.

Ranjana Smetaceck is former Director-General, Organisation of Pharmaceutical Producers of
India
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DECODING TOTAL EXPENSE RATIO
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

Last week, Securities and Exchange Board of India (SEBI) announced changes to total expense
ratio (TER) of mutual funds. Srikanth Meenakshi , founder and chief operating officer,
FundsIndia.com explains about the metric. Edited excerpts:

What is total expense ratio and why is it important for investing in mutual funds?

Mutual funds are investments where an investor entrusts his/her money with an investment
manager (of an asset management company) to manage the money smartly and efficiently. This
money management comes at a cost, which is usually charged as a percentage of the
investment. The official regulator of mutual funds has laid down rules on how much an asset
management company can charge an investor to manage their funds. For an investor this is
important because it is a charge (called total expense ratio or TER in short) levied on their
investment, and the money they get back from their investment is reduced by this figure. For
example, if a fund charges 2% as the TER, and the fund produces a gross profit (return) of 15%
in a given year, the investor would get 13% - which is the gross profit minus the TER – in their
hands.

So, for an investor, TER is an important number to focus on since it has a direct impact on their
returns. However, it is not the only number to look at and investors should evaluate funds based
on various parameters such as consistency of performance and risk levels.

What are the changes made by SEBI now to TER?

SEBI has, across the board, lowered the TER that a fund house can charge its investors. The
reduction is higher for larger funds and lower for smaller funds — larger and smaller being a
measure of how much money a fund manages. The reduction has been anywhere between
0.01% to 0.44%. For very small funds, SEBI has actually increased the allowable expense ratio
a little. However, in general, mutual fund investors should see a marginal reduction in the fee
they were paying, which would mean they would see an increase in the returns they were
getting. Also, SEBI has specified the expense ratio for funds larger than the largest funds today,
in anticipation of market growth.

For very small funds, SEBI has actually increased the allowable expense ratio
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WHAT IS LEMON LAW IN ECONOMICS?
Relevant for: Indian Economy | Topic: Issues relating to Planning

Also known as lemon socialism, this refers to any form of government intervention in the market
economy in order to help in the survival of struggling firms. These businesses, which would
normally not be able to survive in a free market without any government intervention in their
favour, thus turn out to be the beneficiaries of government policy. Such government intervention
in favour of inefficient firms in the marketplace can be brought about in various ways — through
the use of subsidies, bailouts, or discriminatory regulations that favour select firms in the market.
Lemon laws are considered to be harmful to economic growth as they breed inefficiency.

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.indianexpress.com Date : 2018-09-24

THE LAW OF HAPPINESS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Demographic Economics &

various Indexes

Realme 2 or Redmi 6 Pro? Know which smartphone you should buy

Happiness has come to be accepted as a goal of public policy. And this discourse has given a
fillip to a new narrative where the interconnections between law, governance and happiness are
being searched. Why do these connections matter? Experiences from several nations confirm
that the countries with higher GDP and higher per capita income are not necessarily the
happiest countries and there exists a link between the state of happiness and rule of law.

The World Happiness Report (WHR) 2018, which ranked 156 countries, placed India at the
133rd place on the index of global happiness. While India’s performance on this can be
attributed to several factors, there’s no denying the fact that there is an intrinsic relationship
between law and people’s happiness. The WHRs, over the years, confirmed that people tend to
have poor mental health, a low score of subjective well-being and poor perception about the
governance and law and order, despite high income levels.

The curious question in this discourse is how the law is linked with happiness. In an environment
in which laws are gradually becoming reactive, regulatory and penalising, this question needs
some probing.

Jeremy Bentham said the object of the law should be the maximum happiness of the maximum
number. Going by popular perceptions, laws and legal regimes are the distributors of
unhappiness in many ways. We have about 3.3 crore cases pending in various courts in the
country. How does unhappiness emanate from these cases? Each case is not a mere number
— it involves tension, anxiety and deprivation to all those associated with it. A group of people
— family members, relatives, friends and others of the parties involved — are necessarily
affected because of such cases. If we presume that there are about 20 persons in each case
belonging to one or the other parties, we get a number of about 64 crore. Interestingly, none of
them would be in a state of happiness on account of being linked to the case. Inevitably, the
criminal justice administration for these people is a source of unhappiness.

Moreover, not more than 30 per cent people approach the courts in India. There is a visible
decline in civil litigation, which suggests that a large number of people in the country are living
with unresolved conflicts. This too dents the state of happiness in general.

Criminal justice has far-reaching consequences for the lives of people — it brings difficulties
when it does not act, it causes turbulence when it does. Millions of accused, victims, suspects,
witnesses and others have poignant tales about the actions and inactions of the criminal justice
administration. The satisfaction level of people is far too low in this country when it comes to the
police and courts.

The relationship between crime and happiness offers some interesting insights. Vesna Nikolic, a
noted victimologist, says that making people happy is the best crime prevention. Do happy
people become victims less often than unhappy people, and if so, why? Do happy people
commit crimes, or do people commit crimes in order to achieve happiness? The connection
between crime and happiness is understandable from the experience of Bhutan, which
introduced Gross National Happiness (GNH) as a measure of good governance. The data show
that a great majority of the Bhutanese population are happy (of whom 41 per cent are extremely
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happy), and only 4 per cent reported being victimised by crime over the last 12 months. Further,
the crime rate in Bhutan is extremely low. A negative correlation between crime/victimisation and
happiness is observed.

The World Reports on Happiness in selected countries and their crime and victimisation data
present remarkable trends. The impact of criminal victimisation on happiness is often negative.
Analysis from six nations, namely, Finland, Denmark, Philippines, South Africa, India and Sri
Lanka shows that at least one of the four crime variables share an inverse relation with the
happiness score of the respective nation. This leads to the conclusion that individuals living in
nations with high crime rates are less happy and satisfied than individuals living in nations with a
comparatively lower crime rate.

Does rule of law make you happy? The countries scoring high on the Rule of Law Index, a
measure used by the World Justice Project, are those who are higher on the index of happiness
as well. Among these countries are Denmark, Sweden, Finland, Norway, the Netherlands and
Austria. The fact that happiness ought to be part of the agenda to improve rule of law, and vice
versa, is a new thrust in the emerging policy discourse in many jurisdictions. The
institutionalisation of a happiness framework as a measure of achievement for policy goals is
now being debated. Madhya Pradesh has set up a Happiness Department to achieve such
objectives.

It is probably time to change the narrative — to shift the discourse of policy making towards the
larger satisfaction of the people with the public institutions they have to regularly approach for
various purposes.

The ideologies promoted by the government also have an effect on the overall satisfaction of the
people. Besides poverty, unemployment and other issues of sustenance, the outlook of the
government on religion, gender, sexuality, etc. also determine the contentment of the governed.
For example, in India, increasing incidents of cow vigilantism, communal and gender bigotry,
ultimately make the society intolerant and dissatisfied. It is, perhaps, time to turn the narrative of
law, policy and development, towards building a happier society.
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INDIA’S 100TH AIRPORT OPENS IN SIKKIM
Relevant for: Indian Economy | Topic: Infrastructure: Airports

Narendra Modi  

Prime Minister Narendra Modi on Monday inaugurated the first airport in Sikkim. With this, the
number of functional airports in the country went up to 100.

“This is a historic day for the State of Sikkim and also an important day for the rest of India. With
this inauguration, the country has hit a century (in the number of airports),” Mr. Modi said while
addressing a gathering at Pakyong in Sikkim. The Prime Minister described the airport as an
“engineering marvel”, and said that within a week or two, regular flights to Kolkata and Guwahati
would be started.

The airport at Pakyong, about 30 km from Gangtok and surrounded by mountains, is a major
boost to connectivity in the mountainous State.

Mr. Modi said the airport would be linked to the Union government’s UDAN (Ude Desh Ka Aam
Nagrik) regional connectivity scheme and the airfare for about an hour would come to Rs. 2,500.

The airport has been constructed at an estimated cost of Rs. 605 crore.
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OPINION
Relevant for: Indian Economy | Topic: Issues related to direct & indirect Farm Subsidies and MSP

The government has announced an umbrella scheme, aptly titled Pradhan Mantri Annadata Aay
Sanrakshan Abhiyan (PM-AASHA) to enable farmers to realize the minimum support price
(MSP) for kharif crops. The price support scheme, price deficiency payment scheme, private
procurement, stockist scheme and procurement of wheat and rice for public distribution (through
Food Corporation of India and state governments) have their own merits and challenges.
However, there is another option that can benefit farmers by directly linking them to markets. It is
the warehousing receipt system and it has not received due attention from policy makers.

In previous years, we have seen market prices crash during arrival season. Later in the year,
when farmers sold their produce to traders, the prices showed a rising trend with traders
cornering all the profit. For example, soybean prices in Madhya Pradesh in the peak arrival
month of November 2013 were 36,100 per tonne. They rose to 39,860 per tonne by June 2014,
recording an increase of 10.41%. From 2014-15 to 2015-16, however, the prices rose by only
4.22% and 3.96% respectively, due to a crash in global prices of soybean and demonetization.
FY 2017 and 2018 have been exceptional years when prices of several agricultural commodities
did not rise even in off season.

In order to develop and regulate warehouses and make provisions for negotiability of warehouse
receipts, the government enacted the Warehousing (Development and Regulation) Act (WDRA),
2007. WDRA registers warehouses that are willing to issue negotiable warehouse receipts
(NWRs). Warehouses meeting certain quality standards can issue NWRs, which carry a
guarantee that the holder of the NWR will be delivered the quality and quantity mentioned in it.

In September 2017, WDRA licensed two repositories for facilitating the issue of NWRs in
electronic form (e-NWR). The WDRA rules, notified in February 2017, provide that it will notify a
date after which NWRs will only be issued in electronic form. But this notification is yet to be
issued.

This warehousing ecosystem has the potential to create a national market for agricultural
commodities by enabling farmers and traders with access to each other across India. It can also
reduce price volatility by integrating warehouses in producing areas with markets in consumption
areas. An e-NWR has enormous potential to facilitate seamless trading of agri-commodities
across states. Since the issue of an e-NWR is not yet compulsory, only 140 out of 735
warehouses registered with WDRA have done it so far. The full potential of national agriculture
market (e-NAM), therefore, is still unrealized.

There are about 55,000 warehouses in the country out of which only 735, having a capacity of
6.6 million tonnes, have valid registration with WDRA. About 50% of this capacity is located in
Gujarat, Madhya Pradesh and Rajasthan, while Jharkhand, Odisha and West Bengal have just
one registered warehouse each (see graph).

In unregistered warehouses, quality specifications are not standardized. A farmer or trader who
keeps his produce in such warehouses is issued a warehouse receipt (WR) in physical form. He
can take a pledge loan from a bank against this receipt but it is non-negotiable and he cannot
transfer it to another person. The farmer/trader has no protection against the warehouse in case
of deterioration in quality of produce or pilferage by the warehouse. The produce stored in such
warehouses is generally managed by collateral management companies and they arrange
pledge loans against such WRs. The trade estimate is that more than 40,000 crore is advanced
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as pledge loans against WRs issued by unregistered warehouses. However, hardly any pledge
loans have been sanctioned in any of the eastern and north-eastern states, from Bihar to
Tripura.

On their Kisan Credit Cards (KCC), small and marginal farmers can avail of post-harvest loans
of up to 3 lakh for storage against NWRs. The government provides subvention of 2% per
annum. However, 3% incentive for timely payment of crop loan is not available for post-harvest
loans. Thus, loans are available to small and marginal farmers for post-harvest storage for six
months at 7%. The government spent 15,698 crore in 2017-18 towards interest subsidy on
short-term crop loans but the amount of interest subsidy for post-harvest loans against NWRs is
not known because such data is not released by the Reserve Bank of India. As few small and
marginal farmers have any surplus produce, it is possible that hardly any would have availed of
the benefit of interest subsidy for post-harvest storage. Since interest subvention is not available
to farmers with higher land holding, they have to pay 9-10% interest on pledge loans.

The registration of warehouses with WDRA is not compulsory and banks consider WRs issued
by non-registered warehouses good enough for pledge loans through collateral managers.
Banks do not given any concession on interest rates on loans against NWRs issued by WDRA
registered warehouses.

In the meantime, collateral management companies are flourishing and most warehouses see
no reason to be part of the WDRA ecosystem. If the objective of e-NAM is to be achieved, the
government should make it mandatory that all warehouses of above 2,500 tonnes are registered
with WDRA and they issue only e-NWRs. The government should also extend 2% subvention to
medium and large farmers for pledge loans up to 5 lakh raised against e-NWRs.

PM-AASHA alone cannot deliver MSP to all farmers. Market-oriented schemes such as
warehousing need to be aggressively promoted so that farmers can also benefit from the rise in
prices in the off season.

Siraj Hussain is visiting senior fellow at ICRIER and former agriculture secretary to the
government of India. Comments are welcome at theirview@livemint.com.
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Source : www.economictimes.indiatimes.com Date : 2018-09-25

EIGHT TOP TIER-I CITIES TOGETHER ACCOUNT FOR
ALMOST HALF OF RETAIL LOANS

Relevant for: Indian Economy | Topic: Inclusive growth, Inclusion and Poverty

Retail loans extended by Indian lenders- Banks and NBFCs are very urban centric with eight top
cities accounting for nearly half of the loans extended by them in the first quarter of 2018, said a
report..

The contribution of eight biggest urban agglomerations in the country – Mumbai, National
Capital Region (NCR), Chennai, Kolkata, Hyderabad, Bengaluru, Pune and Ahmedabad –
collectively referred to as the Tier-1 cities, had a share of 46.5% and 39.3% in aggregate
origination balances and origination volumes respectively in Q1 2018, a report by credit bureau
Transunion Cibil said.

This was one of the ways to measure urban concentration of loans, it said.

An analysis of the balance sheet from this perspective clearly reveals the overwhelming
dominance of the Tier-1 cities. These eight cities together accounted for half of the aggregate
retail financing balance sheet in Q2 2018, primarily due to significantly higher share in high value
products like mortgages and loans against property (LAP), Transunion Cibil said.

Credit cards are the most concentrated product with the Tier-1 cities accounting for around
three-fourths of the aggregate balance sheet. Two -wheeler loans are probably the most mature
product in terms of geographic diversification as the Tier-1 cities’ share is less than one-fourth of
the aggregate industry.

AT the industry level, retail lending continued to grow across all lending products as the number
of live accounts grew by 26.2% in Q2 2018 compared to a year earlier in Q2 2017. It is
noteworthy that the number of live retail lending accounts crossed the 100 million mark in this
quarter. In parallel, new account originations increased by 30.1% in Q1 2018 compared to the
same quarter a year earlier

The report noted that India is currently in the midst of a structural transformation from a savings-
focused and debt-averse country to a consumption-focused leveraged economy. This
transformation is due to multiple factors: demographics, urbanization, rising digitalization and
consequent rise of ecommerce, improved access to retail lending.
Retail loans extended by Indian lenders- Banks and NBFCs are very urban centric with eight top
cities accounting for nearly half of the loans extended by them in the first quarter of 2018, said a
report..

The contribution of eight biggest urban agglomerations in the country – Mumbai, National
Capital Region (NCR), Chennai, Kolkata, Hyderabad, Bengaluru, Pune and Ahmedabad –
collectively referred to as the Tier-1 cities, had a share of 46.5% and 39.3% in aggregate
origination balances and origination volumes respectively in Q1 2018, a report by credit bureau
Transunion Cibil said.

This was one of the ways to measure urban concentration of loans, it said.

An analysis of the balance sheet from this perspective clearly reveals the overwhelming
dominance of the Tier-1 cities. These eight cities together accounted for half of the aggregate
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retail financing balance sheet in Q2 2018, primarily due to significantly higher share in high value
products like mortgages and loans against property (LAP), Transunion Cibil said.

Credit cards are the most concentrated product with the Tier-1 cities accounting for around
three-fourths of the aggregate balance sheet. Two -wheeler loans are probably the most mature
product in terms of geographic diversification as the Tier-1 cities’ share is less than one-fourth of
the aggregate industry.

AT the industry level, retail lending continued to grow across all lending products as the number
of live accounts grew by 26.2% in Q2 2018 compared to a year earlier in Q2 2017. It is
noteworthy that the number of live retail lending accounts crossed the 100 million mark in this
quarter. In parallel, new account originations increased by 30.1% in Q1 2018 compared to the
same quarter a year earlier

The report noted that India is currently in the midst of a structural transformation from a savings-
focused and debt-averse country to a consumption-focused leveraged economy. This
transformation is due to multiple factors: demographics, urbanization, rising digitalization and
consequent rise of ecommerce, improved access to retail lending.
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Source : www.pib.nic.in Date : 2018-09-25

PM INAUGURATES PAKYONG AIRPORT, AS AIR
CONNECTIVITY REACHES SIKKIM

Relevant for: Indian Economy | Topic: Infrastructure: Airports

Prime Minister's Office

PM inaugurates Pakyong Airport, as air connectivity
reaches Sikkim

Posted On: 24 SEP 2018 1:24PM by PIB Delhi

The Prime Minister, Shri Narendra Modi today inaugurated the Pakyong Airport in Sikkim. This is
the first airport in the Himalayan State, and the 100th airport in the country.

Addressing a large public gathering on the occasion, the Prime Minister described the day as a
historic one for Sikkim, and an important one for India. He said that with Pakyong Airport, the
country has hit a century of airports. The Prime Minister also mentioned the young cricketer from
Sikkim, Nilesh Lamichanay, who recently became the first cricketer from the State to score a
century in the Vijay Hazare Trophy.

The Prime Minister said that Pakyong Airport would greatly ease connectivity to Sikkim. He said
that in order to ensure that it is useful to the common man, this airport is part of the UDAN
scheme.

The Prime Minister said that emphasis is being given to enhance both infrastructural and
emotional connectivity in the entire North Eastern region, at a rapid rate. He said he has
personally visited the North Eastern States several times to review development work. Besides
this, he added, Union Ministers also regularly visit the region. He said the results of this are
visible on the ground. He mentioned enhanced air and rail connectivity, better roads, big bridges
etc.

The Prime Minister said that out of 100 airports in the country today, 35 have been
operationalized in the last four years.

The Prime Minister mentioned Sikkim's progress in organic farming. He mentioned that the
Union Government has initiated the "Mission Organic Value Development for North Eastern
Region." 

 

***

AKT/SH/SK

(Release ID: 1547040) Visitor Counter : 846

Read this release in: Marathi , Bengali , Gujarati , Tamil , Telugu , Malayalam
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Source : www.economictimes.indiatimes.com Date : 2018-09-25

MAHARASHTRA, TAMIL NADU AND KARNATAKA
ACCOUNT FOR 40% OF RETAIL LOANS: REPORT

Relevant for: Indian Economy | Topic: Inclusive growth, Inclusion and Poverty

MUMBAI: Maharashtra, Tamil Nadu and Karnataka together accounted for 40 per cent of the
total retail loans in the country as on June 30, despite representing just 20 per cent of the
population,a report said.

The growth in retail advances were driven by economic development and urbanisation,
TransUnion Cibil said in its report Monday.

"At the midpoint of 2018, three of the large Indian states Maharashtra, Tamil Nadu and
Karnataka comprised nearly 40 per cent of all retail lending balances despite representing about
32 per cent of the overall credit population share and around 20 per cent of the aggregate Indian
population," the report said.

As of June, retail balances in Maharashtra were the highest at Rs 5,50,200 crore, representing
nearly 20 per cent of all the retail advances in the country.

It was followed by Tamil Nadu at Rs 2,77,400 crore and Karnataka at Rs 2,74,900 crore.

In total, the 10 largest Indian states represented Rs 21,27,400 crore in balances, which
comprised almost 76 per cent of the total balance share, according to the report.

The 10 largest balance markets made up 68 per cent of the consumer credit population.

Retail lending includes auto loans, used car loans, home loans, loans against property, personal
loans, consumer durable loans, education loans, credit cards loans and two-wheeler loans.

The report said retail lending balances rose by nearly 27 per cent between the second quarters
of 2017 and 2018.

Personal loan balances (up 43 per cent) and credit card balances (up 42 per cent) grew at the
highest rate of all major credit products in the last year.

Yogendra Singh, vice-president of research and consulting, TransUnion Cibil, said the retail
lending sector continues to expand strongly as consumers are seeking credit and lenders are
making credit available.

"With delinquency rates generally remaining at controlled levels, this points to a well-functioning
consumer credit market," he added.

The report said loans against property was the only product category which witnessed a
significant increase in serious delinquency rates, growing by 65 basis points year-over-year to
3.04 per cent in the second quarter of 2018.

Delinquency rates rose modestly for home loans and credit cards and continued to decline for
auto loans, personal loans and two wheeler loans, it added.
MUMBAI: Maharashtra, Tamil Nadu and Karnataka together accounted for 40 per cent of the
total retail loans in the country as on June 30, despite representing just 20 per cent of the
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population,a report said.

The growth in retail advances were driven by economic development and urbanisation,
TransUnion Cibil said in its report Monday.

"At the midpoint of 2018, three of the large Indian states Maharashtra, Tamil Nadu and
Karnataka comprised nearly 40 per cent of all retail lending balances despite representing about
32 per cent of the overall credit population share and around 20 per cent of the aggregate Indian
population," the report said.

As of June, retail balances in Maharashtra were the highest at Rs 5,50,200 crore, representing
nearly 20 per cent of all the retail advances in the country.

It was followed by Tamil Nadu at Rs 2,77,400 crore and Karnataka at Rs 2,74,900 crore.

In total, the 10 largest Indian states represented Rs 21,27,400 crore in balances, which
comprised almost 76 per cent of the total balance share, according to the report.

The 10 largest balance markets made up 68 per cent of the consumer credit population.

Retail lending includes auto loans, used car loans, home loans, loans against property, personal
loans, consumer durable loans, education loans, credit cards loans and two-wheeler loans.

The report said retail lending balances rose by nearly 27 per cent between the second quarters
of 2017 and 2018.

Personal loan balances (up 43 per cent) and credit card balances (up 42 per cent) grew at the
highest rate of all major credit products in the last year.

Yogendra Singh, vice-president of research and consulting, TransUnion Cibil, said the retail
lending sector continues to expand strongly as consumers are seeking credit and lenders are
making credit available.

"With delinquency rates generally remaining at controlled levels, this points to a well-functioning
consumer credit market," he added.

The report said loans against property was the only product category which witnessed a
significant increase in serious delinquency rates, growing by 65 basis points year-over-year to
3.04 per cent in the second quarter of 2018.

Delinquency rates rose modestly for home loans and credit cards and continued to decline for
auto loans, personal loans and two wheeler loans, it added.
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Source : www.thehindu.com Date : 2018-09-26

UNEMPLOYMENT AMONG EDUCATED YOUTH AT 16%:
STUDY

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

With higher growth rates not having translated into more jobs and increases in productivity
failing to spur a commensurate rise in wages, the government ought to formulate a National
Employment Policy that takes these trends into account, the State of Working India 2018, a new
study released by Azim Premji University’s Centre for Sustainable Employment, recommends.

Confirming the spectre of jobless growth, the study contends that this divergence between
growth and jobs had increased over time. “If you look back at the 1970s and 80s, when GDP
growth was around 3-4%, employment growth was about 2%,” lead author Amit Basole wrote in
the study, released on Tuesday. “Currently, the ratio of GDP growth to employment growth is
less than 0.1.” That means that a 10% increase in GDP results in a less than 1% increase in
employment.

The study uses government data to show that total employment actually shrank by seven million
between 2013 and 2015, and cites private data to posit that an absolute decline has continued
in the years since.

Unemployment has risen to more than 5% overall, and the study slices the data to show that in
geographic terms, north Indian States are the most severely affected, while in demographic
terms, young people with higher education levels suffer an unemployment rate as high as 16%.

While wages are rising in almost all sectors, hidden within the positive data is the worrying fact
that rural wage growth collapsed in 2014, and has not risen since, observed Dr. Basole.

In the organised manufacturing sector, though the number of jobs has grown, there has also
been an increase in the share of contract work, which offers lower wages and less job security,
according to the study.

Also, of concern is the divergence of productivity and wages in the organised manufacturing
sector. Labour productivity in the sector is six times higher than it was 30 years ago; however,
managerial and supervisory salaries have only tripled in the same period, while production
workers’ wages have grown a measly 1.5 times.

Women’s participation in the paid workforce is still low, but the situation is unequal across
States. In Uttar Pradesh, only 20 women are in paid employment for every 100 men, while that
figure jumps to 50 in Tamil Nadu and 70 in Mizoram and Nagaland.

With regard to earnings, the caste gap is actually larger than the gender gap. Dalits and Adivasis
are over-represented in low-paying occupations, and severely under-represented in higher-
paying ones, the study reveals. They earn only 55-56% of upper caste workers’ earnings, the
data shows.

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.indianexpress.com Date : 2018-09-26

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

& BoP

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

According to statistics released by the WTO in July, the share of India in total world merchandise
exports was 1.68 per cent in 2017, a level it has more or less maintained since 2011. The
preceding decade was better when India more than doubled its share from only 0.7 per cent in
2001 to 1.67 per cent in 2011. This was also a time when international trade grew rapidly all
around. This was reflected, for example, in our imports more than trebling its share in world
merchandise — imports from 0.77 per cent in 2001 to 2.51 per cent in 2011. The foreign content
in our exports also doubled from a little over 10 per cent to 24 per cent during this period, aided
by items like refined petroleum products joining our export basket. That all this led to a widened
trade deficit for India is also noteworthy. India’s import share contracted somewhat in recent
years, in part due to commodity prices, reaching a low of 2.21 per cent in 2016 but the upward
climb has already begun with the share recording 2.48 per cent in 2017.

Notwithstanding the importance of pushing exports to boost economic growth, its exhortation
has rarely received high-level political attention in India beyond the commerce ministry. It was,
therefore, welcome to see Prime Minister Narendra Modi set a clear target of doubling India’s
share of world exports to 3.4 per cent in June. More importantly, he recognised that this was
important if India was to move towards double-digit growth. He emphasised the need for
moderating the dependence on imports by at least 10 per cent by reducing imports in sectors
such as energy, electronic goods, defence equipment and medical devices.

While no target dates have been set by the PM, there can be little doubt that even if the target
has to be reached by 2025, it will need a coordinated effort from the entire government, not just
the commerce ministry. That this will not be automatically forthcoming was evident when we saw
the commerce minister publicly lamenting recently the paradox that while export was a strategic
priority for India, it was not a priority sector for lending.

The doubling challenge is also daunting in the context of the Economic Survey 2017-18 pointing
out that while the share of manufacturing in GDP has improved slightly, “the international
competitiveness of manufacturing has not made great strides, reflected in the declining
manufacturing export-GDP ratio and manufacturing trade balance”. Existing exports are barely
able to hold on to their market shares and new products or markets have not burst forth.

Most importantly, segments of exports continue to go substantially in primary form and not in a
value-added mode. Cotton and cotton yarn than high-end garments and made-ups, leather than
its products, ferro alloys and primary steel than alloy steel, dimensional stones than polished
granite, primary polymers than plastic products and cut and polished diamonds than studded
jewellery are just a few glaring examples.

To be exportable in sizeable volumes, value-added products demand capacity, quality,
consistency and competitiveness. All this is a tall order but it can certainly be achieved if there is
political will and thrust to ensure not only the success of Make in India in 2025 but that it gets
embedded with doubling export share.

This will need a greater focus for it in our draft industrial policy under consideration and for
speeding up the establishment of product-specific industrial clusters and enacting labour reform,
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at least in export zones. It will also require a sound export infrastructure by energising the
Bharatmala Pariyojana to improve the efficiency of movement of goods and to cut logistics
costs. The Sagarmala programme with its emphasis on port modernisation, capacity
augmentation and port-led industrialisation will need an export orientation. Trade facilitation and
export finance will also have to acquire high priority. Establishment of sector-level standards,
compliance and certification mechanisms will be essential.

And all this will need a time-bound missionary zeal from the government, the states and
industry. But judging from the performance so far, it is tempting to say the goal may be
unrealistic. Particularly at a time when we face the prospect in the WTO of having to give up
some of our export subsidies.

India’s imports are fast increasing as can be expected from the demands of a large population
with rising expectations. Exports are direly needed to pay for them. Much of the imports — fuel,
capital goods and machinery, bulk drugs, edible oil, defence equipment or even high-end steel
— volumes will only continue to rise. We are also perhaps unique in our sizeable imports of
gold, which alone has accounted for 7 to 10 per cent of our imports.

What may appear to give some hope is perhaps the progress we are making in a few areas with
respect to import reduction. Neem coating of fertilisers coupled with their increased production
has led to a decline in imports and may even lead to zero imports by 2022. Smartphone
manufacture is another item that is seeing a higher level of domestic processing and assembly.
Imports of raw silk from China have come down with a rise in production of bivoltine silk in India.
There is also a determined effort to produce more defence items.

Raising some select import duties to spur domestic production could work temporarily. But if this
leads to complacency and results in pressures for higher tariffs to be permanent, it will be
retrograde and have economy-wide implications.

In any case, all of this will do little to neutralise the rising import needs. The trade deficit
continues to show a widening trend. Working to sharply increase merchandise exports,
particularly when the earlier double-digit buoyancy in services exports has diminished, seems
the only viable option. Will we see it happen?
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Source : www.indianexpress.com Date : 2018-09-26

A BLUEPRINT BY BUREAUCRATS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Inflation & Monetary Policy

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

This is an important year in the political economy of India since elections are due. In this period,
economic issues get side-lined. Yet, there is a longing that they are not. In fact, the government
bravely came out with an economic policy framework after consultations at the highest level. The
cream of economics talent India has, according to press reports, endorsed the agenda. Urjit
Patel, Rajiv Kumar and the others who attended are outstanding experts on international trade
and finance and economic policies. It is not easily understood how they are enthusiastic about
the measures announced.

The first measure was curtailment of “inessential imports”. This is very much licence raj. These
measures don’t work particularly if they are half-hearted and are taken in a regime, which has
been laying great stress on liberalisation and reform. You can’t both press on the accelerator
and the brakes, without the system conking out. First, they lead to retaliation. Second, they can
lead to reduced faith in the currency and lead to a speculative run on it. The Chinese, for
example, have been making this very clear to the US. India is far more vulnerable.

The policy of making foreign investments easier and giving short-run incentives for it can
obviously be counterproductive. When you say that an Indian company can borrow with bonds,
which are now of one year maturity, rather than two years or more, you are creating exchange
liabilities a year down the line. The foreign exchange market is very sensitive to expected
movements as it is the one market where “forwards” work as Urjit Patel’s research on the global
frontiers of this market in terms of knowledge shows. So, it is extremely unlikely that this one will
help even in the short run. Since reserves are not a problem, what is the point of giving more
concessions on inflows into infrastructure sectors. This will only increase the cost of completing
these projects.

None of this is rocket science. Hence, my suspicion is that the economists were handed down a
package prepared by the bureaucracy and being good boys in a regime which, perhaps, is not
too happy at dissenters, they went along. There is no other explanation.

Is nothing else possible? But that leads to real choices. To begin with, we must come down
heavily on countries that ask why is India exporting rice, for example. Agro exports are the
leading export sector and India has every right to enhance agro exports. India must respond to
President Trump’s admonition on Indian rice exports. In fact, it should have come out with a
package to support more agro exports with a retaliatory policy on countries that put up tariff and
non-tariff walls against India’s agro exports. The WTO is still seized of this issue and Commerce
Minister Suresh Prabhu must clarify that India will protect its turf. Another major agro export is
animal husbandry and Amul has already squired a dairy plant in the US. It will, in due time, also
sell to the non-desi market because India again has strength in that sector. Export of buffalo
meat is also a major earner and this has to be revived instead of licensed slaughter houses
being raided.

The second major export India has is diamond polishing and textiles. Gems and jewellery are a
major competitive strength of India and a large part of our export earnings. India must put them
on a strong growth path again by taking action against charlatans and revive that skill basket of
dollar earnings.
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The index of industrial production is showing an improvement over last years’ figure and yet it is
below the respectable rate of six per cent plus. This writer has argued that unless the investment
rates itself pick up, there is very little prospect of the manufacturing sector picking up. Savings
and investments kept on declining. As long as the economy was growing, consumers growth
kept us demand. In a low GDP growth year, even this is not on the agenda.

India needs a pick-up plan. The RBI will, fortunately, not reduce the interest rate given the rate
of inflation. The plan has to come from initiatives in Delhi. Hopefully, somebody will bite the
bullet. Good economics is also good politics. Very few policies have a time lag of more than two
quarters if statistical flow charts are to be believed and May 2019 is more than two quarters
away.
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Source : www.livemint.com Date : 2018-09-26

PSSA 2018: A STEP TOWARDS SEPARATING
BANKING, PAYMENTS

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

The inter-ministerial committee set up to finalize the amendments to the Payment and
Settlement Systems Act (PSSA), 2007, has submitted its report and I would call this a very
positive step towards taking India to Payments 2.0.

When PSSA was passed by Parliament in December 2007, it initiated the first phase of
recognizing payments from banking or classic banking. Classic banking is “accepting, for the
purpose of lending and investment, of deposit of money from individuals or legal entities”. Bank’s
earnings would directly depend on how they are able to reduce cost of deposit through current
account savings account and are able to lend at higher rates with decision on security/risk taken
for such lending. Apart from the interest income, banks would impose different kinds of fees for
providing loan products, as additional revenue stream.

Payments on the other hand are transfer of monetary value from a person/legal entity to another
person/legal entity for either consideration towards goods and services rendered or just transfer
of money. In case of payments for goods and services, or merchant payments, merchant
delivering goods/services pays a fee, or the merchant discount rate and for money transfer
service (P2P payments), the customer sending money is charged a fee for money transfer
services. If one looks at classic banking systems and classic payments systems, their business
interests and business cases are different. A bank would want all customers to have either
savings account and/or current account so that they generate lowest cost deposits for
maximizing the bank’s profitability through lending. Payments system would become successful
when customers of all banks use the system through what we call “interoperable payments
systems” and a network like National Payments Corporation of India.

Now, the recommendation of PSSA 2018 draft amendment is a step towards separating banking
and payments by setting up a separate seven-member Payments Regulatory Board (PRB)
chaired by a person appointed by the government in consultation with Reserve Bank of India
(RBI), one deputy chairman nominated by the central board of RBI, two members appointed by
the central board of RBI, one officer nominated by the government and two whole-time
members.

Apart from objectives that are obvious for a regulatory board viz. consumer protection, systemic
stability and resilience, one of the main objectives of PRB is to bring competition and innovation.
The proposed Bill recognizes RBI’s role in the context of monetary policy in making regulations
for existing or new payments systems/enhan-cements/amendments.

Reference to RBI by PRB have time-based responses defined in the Bill. It also provides for test
systems or regulatory sandbox for a period of six months for a legal entity to apply and launch
the test system/innovation. Clearly more role of fintech is needed to innovate in payments
systems—a promising step to Payments 2.0.

Sunil Kulkarni is joint managing director at Oxigen Services (India) Pvt. Ltd, and a part of
Payments Council of India.
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Source : www.pib.nic.in Date : 2018-09-26

THE UNION MINISTER OF FINANCE AND CORPORATE
AFFAIRS, SHRI ARUN JAITLEY LAUNCHES THE
FINANCIAL INCLUSION INDEX IN NEW DELHI TODAY;
THE SINGLE COMPOSITE INDEX TO GIVE A SNAP
SHOT OF LEVEL OF FINANCIAL INCLUSION THAT
WOULD GUIDE MACRO POLICY PERSPECTIVE; CAN
BE USED DIRECTLY AS A COMPOSITE MEASURE IN
DEVELOPMENT INDICATORS

Relevant for: Indian Economy | Topic: Inclusive growth, Inclusion and Poverty

Ministry of Finance

The Union Minister of Finance and Corporate Affairs, Shri
Arun Jaitley launches the Financial Inclusion Index in New
Delhi today; The Single Composite Index to give a snap
shot of level of financial inclusion that would guide Macro
Policy perspective; Can be used directly as a composite
measure in development indicators

Posted On: 25 SEP 2018 7:42PM by PIB Delhi

The Union Minister of Finance and Corporate Affairs, Shri Arun Jaitley  launched the Financial
Inclusion Index after his Annual Performance Review Meeting with CEOs of the Public Sector
Banks in New Delhi today. Department of Financial Services (DFS), Ministry of Finance will
release an Annual Financial Inclusion Index (FII) which will be a measure of access and usage
of a basket of formal financial products and services that includes savings, remittances, credit,
insurance and pension products. The index will have three measurement dimensions; (i) Access
to financial services (ii) Usage of financial services and (3) Quality.

The single composite index gives a snap shot of level of financial inclusion that would guide
Macro Policy perspective. The various components of the index will also help to measure
financial services for use of internal policy making. Financial Inclusion Index can be used directly
as a composite measure in development indicators. It enables fulfilment of G20 Financial
Inclusion Indicators requirements. It will also facilitate researchers to study the impact of
financial inclusion and other macro-economic variables.

                                 This will be released on January, 2019.

                                                 *****
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Source : www.pib.nic.in Date : 2018-09-26

THE UNION MINISTER OF FINANCE AND CORPORATE
AFFAIRS, SHRI ARUN JAITLEY LAUNCHED HERE
TODAY A WEB PORTAL
WWW.PSBLOANSIN59MINUTES.COM , A
TRANSFORMATIVE INITIATIVE IN MSME CREDIT
SPACE, WHICH WILL ENABLE IN PRINCIPLE
APPROVAL FOR MSME LOANS UP TO RS. 1 CRORE
WITHIN 59 MINUTES FROM SIDBI AND 5 PUBLIC
SECTOR BANKS (PSBS)

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

Ministry of Finance

The Union Minister of Finance and Corporate Affairs, Shri
Arun Jaitley launched here today a web portal
www.psbloansin59minutes.com , a transformative initiative
in MSME credit space, which will enable in principle
approval for MSME loans up to Rs. 1 crore within 59
minutes from SIDBI and 5 Public Sector Banks (PSBs)

Posted On: 25 SEP 2018 7:41PM by PIB Delhi

                The Union Minister of Finance and Corporate Affairs, Shri Arun Jaitley launched here
today  a  t rans fo rmat i ve  in i t i a t i ve  in  MSME c red i t  space .  The  web por ta l
www.psbloansin59minutes.com will enable in principle approval for MSME loans up to Rs. 1
crore within 59 minutes from SIDBI and 5 Public Sector Banks (PSBs). It is a strategic initiative
of SIBDI led PSB consortium incubated under the aegis of Department of Financial Services
(DFS), Ministry of Finance. The Portal sets a new benchmark in loan processing and reduces
the turnaround time from 20-25 days to 59 minutes. Subsequent to this in principle approval, the
loan will be disbursed in 7-8 working days.

 

A first in MSME banking credit space, www.psbloansin59minutes.com is one of its kind platform
in MSME segment which integrates advanced fintech to ensure seamless loan approval and
management. The loans are undertaken without human intervention till sanction and or
disbursement stage. A User Friendly Platform has been built where MSME borrower is not
required to submit any physical document for in-principle approval. The solution uses
sophisticated algorithms to read and analyse data points from various sources such as IT
returns, GST data, bank statements, MCA21 etc. in less than an hour while capturing the
applicants basic details using Smart analytics from available documents. The system simplifies
the decision making process for a loan officer as the final output provides a summary of credit,
valuation and verification on a user-friendly dashboard in real time.
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The key features of the contactless platform include:

 

Majority stake of SIDBI & big 5 PSBs- SBI, Bank of Baroda, PNB, Vijaya and Indian Bank.a.
 

A first for MSME borrowers-Connect with multiple banks without visiting the branch.b.
 

Advanced Digital Platform for MSME Financing with Services Driven Architecture and
highest level of Information Security.

c.

 

Only Platform in the market with a Banker Interface which covers the Branch Level
integrations (with maker-checker-approver) in tune with current systems of PSBs.

d.

 

Only Platform that enables Bankers to create Loan Products in line with the Scoring
models & assessment methods within their approved credit policy.

e.

 

Only Platform that has an integrated GST, ITR, Bank Statement Analyzer, Fraud Check and
Bureau Check as well as host of other features which at present is not available with any
other player in the market.

f.

 

Only Platform that has been integrated with CGTMSE for checking the eligibility of
Borrowers. MSME borrower gets loan up to Rs.2 crore without any collateral, which is
major relief for MSME borrower.

g.

 

                                               *****
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Source : www.pib.nic.in Date : 2018-09-26

FIRST ASSEMBLY OF ISA, SECOND MINISTERIAL OF
IORA AND SECOND REINVEST MEET TO BE HELD IN
INDIA

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

Ministry of New and Renewable Energy

First assembly of ISA, Second ministerial of IORA and
Second REINVEST meet to be held in India

Events to be inaugurated by Prime Minister Narendra Modi

UN Secretary General Antonio Guterres to attend the event

Posted On: 25 SEP 2018 3:07PM by PIB Delhi

The Ministry of New and Renewable Energy is organising the First Assembly of
International Solar Alliance (ISA); the 2nd Indian Ocean Rim Association (IORA)
Renewable Energy Ministerial Meeting and the 2nd Global Renewable Energy
Investment Meeting and Expo, (REINVEST- 2018) from 2nd to 5th October 2018 in
New Delhi.

The three events will be inaugurated in a common function by Prime Minister Shri
Narendra Modi, in the presence of Mr Antonio Guterres, Secretary General, United
Nations on 2nd October 2018 in Vigyan Bhavan, New Delhi. The Business and
Technical Sessions of ISA Assembly, IORA Meet and RE-INVEST 2018 Expo will be
held at India Expo Mart, Greater Noida, UP.

The International Solar Alliance (ISA), an Indian initiative, was launched jointly by Shri
Narendra Modi, Hon’ble Prime Minister of India and H.E. François Hollande, Hon’ble
President of France on 30 November 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 Alliance, recognising that solar energy provides potential
member solar resource rich countries lying fully or partially between the Tropics of
Cancer and Capricorn, with an unprecedented opportunity to bring prosperity, energy
security and sustainable development to their peoples, opened ISA Framework
Agreement for signature on 15 November 2016 in Marrakech, Morocco, on the side-
lines of COP-22.

In conformity with the ISA Framework Agreement, 30 days after ratification by the
15th country, on 6 December 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



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

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, 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
140 crore for creating a corpus fund, building infrastructure and meeting day to day
recurring expenditure.

On 11 March 2018, the Prime Minister of India, Shri Narendra Modi and the President
of France, H.E. Emmanuel Macron co-hosted the Founding Conference of the
International Solar Alliance (ISA). Forty eight countries, including India 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 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.

Consequent to the Founding Conference, the first Assembly of ISA will be held from
2nd to 5th October 2018. Till date, out of 121 prospective member countries that lie
either fully or partially between the Tropics of Cancer and Capricorn, 68 countries
have signed the Framework Agreement of the ISA. Out of 68 countries that have
signed Framework Agreement of the ISA, 44 countries have deposited the instrument
of ratification.

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 Treaty Framework signatory
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, we have received delegation confirmation from 18 ministerial-level
delegations for attending the 1st Assembly of ISA besides many partner organisations
and observers. 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. The last Renewable
Energy Ministerial Meeting was held on 21st January, 2014 in Abu Dhabi, UAE.
Subsequently, during the meeting of IORA Council of Ministers, held in October, 2016
in Bali, Indonesia, it was decided that the next conference will be held in India. In line
with the commitment made, India will be hosting 2nd IORA Renewable Energy
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Ministerial meet from 2nd to 4th October, 2018. In this meeting, Ministers and
delegates from all 21 member-countries are expected to participate. India, Australia,
Iran IR, 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.

 

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 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.

 

*******

RDS/RP
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Source : www.pib.nic.in Date : 2018-09-26

FDI IN TELECOM SECTOR JUMPED FIVE TIMES IN
LAST THREE YEARS-MANOJ SINHA
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign capital, Foreign Trade

& BoP

Ministry of Communications

FDI in Telecom Sector jumped five times in last three years-
Manoj Sinha

Telecom Sector  playing an important role in agriculture,
poverty eradication, disaster preparedness and financial
inclusion

Posted On: 25 SEP 2018 1:17PM by PIB Delhi

Minister of State for Communications (Independent Charge) and Minister of State for Railways,
Shri Manoj Sinha presided over the Inaugural Session of the one-day seminar on “FDI in
Telecom Sector: The Way Ahead” at New Delhi today. The seminar was well attended by
representatives from various Ministries/Departments, regulatory bodies, industry, academia etc.
On the occasion, Shri Sinha also released a publication titled “Telecom Sector Growth & FDI: A
Way Ahead”, which is a compilation put together by FIPP Wing of the Department of
Telecommunications (DoT) together with the Indian Institute of Foreign Trade (IIFT). The
compendium aims at providing relevant information relating to the FDI policy and the
telecommunications sector in India at one place to facilitate the stakeholders.

 

The seminar included technical sessions and a panel discussion, which sensitized the various
stakeholders of the Telecom sector, particularly those from the industry, on the various steps
taken by the government to attract investment and ease the process of FDI approvals in the
sector. Speakers for the seminar, coming from the government, academia, industry, legal firms,
equity research firms etc., drew from their rich experiences in the diverse sectors & contributed
immensely.

 

Addressing the participants in the inaugural session, Shri Sinha highlighted the fact that today
India is the second largest telecommunications market in the world with around 1.18 billion
customers. This transformation is moving India towards becoming a ‘knowledge society’ in the
true sense, because growth of Internet data services and the widespread use of mobile phones
have also changed the way in which public services like education, transportation and
healthcare are being delivered. Telecom Sector is also playing an important role in agriculture,
poverty eradication, disaster preparedness and financial inclusion. As we get the blue-print
ready for transition to newer, emerging technologies like 5G, M2M, and AI etc, there would be
need for investments. Therefore, in addition to domestic investments in the sector, FDI an
important component of economic growth can play an important role in the sector as it has been
doing. “It is a matter of pride for us that FDI in the telecom sector has grown nearly five times
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over the last three years – from $1.3 billion in 2015-16 to $ 6.2 billion in 2017-18 and we look
forward to continuous inflow of FDI in the sector”, the Minister noted.

 

Speaking on the occasion, Ms. Aruna Sundararajan, Secretary (Telecom) emphasized the fact
that foreign investment is necessary not only to supplement domestic capital but also to secure
scientific, technical and industrial knowledge.

 

Ms. Anuradha Mitra, Member (Finance), Telecom Commission, Department of
Telecommunications reiterated that pursuant to the decision taken to abolish FIPB last year,
Department of Telecommunications is the nodal department for clearing FDI proposals relating
to the telecommunications sector. She also highlighted that necessary processes/systems have
been put in place to undertake this work with responsiveness.

 

Dignitaries present on the occasion also included Shri N. Sivasailam, Special Secretary, DoT
and Shri Atul Chaturvedi, Additional Secretary, Department of Investment Policy and Promotion.

<><><><><>

SNC
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Source : www.economictimes.indiatimes.com Date : 2018-09-26

EXPORTS PROMOTION & IMPORT CHECKS TO REIN IN
CAD: COMMERCE SECRETARY
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign capital, Foreign Trade

& BoP

NEW DELHI: The government’s export promotion measures, implementation of minimum
standards for imports, and continued healthy inflow of remittances by non-resident Indians will
help control the country’s rising current account deficit ( CAD), the commerce and industry
ministry has said.

Terming the present petroleum situation as a ‘temporary aberration’, commerce secretary Anup
Wadhawan on Tuesday said the government can increase tariffs within the bound rates to
control imports.

Bound rates are the rates that countries commit themselves to at the World Trade Organisation (
WTO). They cannot be exceeded. Emphasising that the government will exercise all options
available optimally, Wadhawan said developing countries’ infant industries need protection and
India would use the options to protect consumers from substandard products.

India’s CAD jumped to 2.4% of GDP in the first quarter of 2018-19 against 1.9% in FY18. A
sharp depreciation in the rupee and a surge in the price of crude oil has led to the deterioration
in CAD. The finance ministry recently announced a slew of measures to control CAD and said it
would also consider curbs on non-essential imports.

Wadhawan said export incentives will aid the country achieve record export numbers this year
even though there are two challenges of petrol prices and rising protectionism. “We are
engaging with line ministries on a weekly basis. We are certain to maintain 16% growth in
exports this year,” he said. India’s exports rose 19.21% to $27.84 billion in August.

IRAN TRADE
The commerce ministry has told exporters that proper mechanisms will be put in place to ensure
that the trade with Iran does not get disturbed. “We are certainly urging the departments
concerned to put in place an arrangement, as and when required, which ensure that there is no
disruption in trade,” Wadhawan said.

The US has told India and other countries to cut oil imports from the Gulf nation to “zero” by
November 4, or face sanctions. India is yet to take a call on complying with the US sanctions on
Iran.
NEW DELHI: The government’s export promotion measures, implementation of minimum
standards for imports, and continued healthy inflow of remittances by non-resident Indians will
help control the country’s rising current account deficit ( CAD), the commerce and industry
ministry has said.

Terming the present petroleum situation as a ‘temporary aberration’, commerce secretary Anup
Wadhawan on Tuesday said the government can increase tariffs within the bound rates to
control imports.

Bound rates are the rates that countries commit themselves to at the World Trade Organisation (
WTO). They cannot be exceeded. Emphasising that the government will exercise all options
available optimally, Wadhawan said developing countries’ infant industries need protection and
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India would use the options to protect consumers from substandard products.

India’s CAD jumped to 2.4% of GDP in the first quarter of 2018-19 against 1.9% in FY18. A
sharp depreciation in the rupee and a surge in the price of crude oil has led to the deterioration
in CAD. The finance ministry recently announced a slew of measures to control CAD and said it
would also consider curbs on non-essential imports.

Wadhawan said export incentives will aid the country achieve record export numbers this year
even though there are two challenges of petrol prices and rising protectionism. “We are
engaging with line ministries on a weekly basis. We are certain to maintain 16% growth in
exports this year,” he said. India’s exports rose 19.21% to $27.84 billion in August.

IRAN TRADE
The commerce ministry has told exporters that proper mechanisms will be put in place to ensure
that the trade with Iran does not get disturbed. “We are certainly urging the departments
concerned to put in place an arrangement, as and when required, which ensure that there is no
disruption in trade,” Wadhawan said.

The US has told India and other countries to cut oil imports from the Gulf nation to “zero” by
November 4, or face sanctions. India is yet to take a call on complying with the US sanctions on
Iran.
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Source : www.livemint.com Date : 2018-09-27

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

The Narendra Modi administration has set a target to increase energy efficiency in transport
and, at the same time, abating the impact of energy on the environment. This is an objective
shared by many other countries around the world. At MOVE, the first Global Mobility Summit
held in New Delhi during the first week of September, discussions concentrated on the best
ways to achieve this goal.

The logical and immediate solution was to invest intensively in mass public transport, shared
vehicles and general habit changes. Beyond that, it was widely recognized by the scientific
community that electrification was the way forward to reach higher efficiency levels. However,
there are at least three forms of electrification: With electric power stored in batteries, with
hydrogen, and with high-density, low-carbon liquid fuels.

Batteries have an intrinsic limitation related to their low energy density, currently less than 200
Wh per kg. The industry goal is to reach 330 Wh, and in the future, with new material, it is
believed that it could reach 700-800 Wh. The low energy density restrains the range and
determines the cost of this option.

Batteries require the use of power, and are environmentally sound only if the source of power is
clean. There is still the issue of availability and sourcing of metals used in their manufacturing,
their limited lifespan, and the economic and environmental costs of discard. A new infrastructure
for power distribution is also needed and India must make massive investments in new forms of
power generation, as 75.1% of its current generation is derived from coal, and another 4.2%
from other fossil-based fuels such as gas and diesel.

Electrification with hydrogen is costly and risky to produce, store and distribute.

Electrification with low-carbon liquid and gaseous fuels, such as bioethanol and bio-CNG
(compressed natural gas), takes advantage of their high energy density, 6,200 Wh per kg in the
case of ethanol. Actually, biofuels must be perceived as high-density solar energy, or hydrogen,
captured, stored and distributed in an efficient, economical and reliable manner.

Domestic support policies for sugarcane farmers have increased its production by over 30% in
the past two years and stocks of sugar are mounting in large excess of demand—10.4 million
tonnes in 2018 alone—bringing instability in the economic relationship between mills and
farmers. There is ample example of the feasibility and success of this route. In 2018, Brazil is
substituting 42% of its petrol with ethanol and, in the US, which uses nearly half of the world’s
petrol, the level of substitution is 10%. Ethanol is economically competitive and its cost today is
about $1.3 per gallon, while petrol has a wholesale price of $2.1 per gallon. Therefore, it helps
alleviate the price pressure on consumers. But ethanol should be valued for its blend octane
number of 116, compared to petrol’s 87 AKI. When this factor is considered, ethanol is valued as
a substitute of toluene, or aromatics in general, which are around 30% higher than petrol prices.

The advantages of this route are the possibility of its immediate implementation as a blend
component to petrol using the current distribution infrastructure, with a sizeable positive impact
on agriculture, increasing farm income, providing diversification and greater price stability.

In the past 40 years, Brazil has saved more than 700 million tonnes of CO2 emissions from
ethanol used and over $420 billion in avoided petrol imports.
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Ethanol and bio-CNG can be the source of energy for electrification adopted in hybrid, e-electric
and fuel cell vehicles.

In urban areas, ethanol reduces emissions of carbon monoxide, reactive hydrocarbons, nitrogen
oxides, formaldehydes and particulate matter. As a substitute to aromatics, it greatly contributes
to reduction of cancer-related toxic emissions. On a global scale, its very low carbon intensity
provides a very efficient solution to mitigate global warming.

At COP-23 in Bonn last November, 19 nations comprising over 50% of the world’s population
issued a Declaration of Vision supported by the International Energy Agency, and the
International Renewable Energy Agency, indicating a mandate that the proportion of bioenergy
in world energy demand doubles and that the proportion of biofuels in transport fuels triples until
2030, in order to reach the target of limiting global warming to 2 degrees Celsius.

By 2030, India’s urban population will grow to more than 600 million people. Urgent policies
must be implemented now to increase the efficiency of energy in transport, mitigate
environmental impact at local and global scale, and control migration to large cities with a
sensible farming strategy.

India has enormous potential for electricity generation with bioethanol and biogas. The same
holds true when it comes to bio-CNG or biomethane from farming and agrindustrial residues for
substitution of diesel fuel. With an annual expenditure of $105 billion in oil and oil product
imports, it is a natural solution for India to produce and use more ethanol as the economy
continues to grow 7% a year. In addition to affecting the economy, air pollution remains on the
rise. Electrification with biofuels is the sensible, modern and long-term strategy for India and
many other countries in similar circumstances.

Plinio Nastari is president, Datagro, and civil society representative in Brazil’s National Council
on Energy Policy, CNPE.

Comments are welcome at theirview@livemint.com
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Source : www.pib.nic.in Date : 2018-09-27

INDIA AND MOROCCO SIGNED MOU TO ENHANCE
COOPERATION IN MSME SECTOR

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

Ministry of Micro,Small & Medium Enterprises

India and Morocco signed MoU to enhance cooperation in
MSME Sector

Posted On: 26 SEP 2018 5:23PM by PIB Delhi

India and Morocco signed an MoU for deepening cooperation between MSME sectors of the two
countries in Rabat, Morocco yesterday.  The MoU was signed by CMD, National Small
Industries Corporation (NSIC), Ravindra Nath and Director General, Maroc PME, Mr. Rabri
Barrazouka. Through this MOU, the NSIC and Maroc PME will work together to enhance
cooperation opportunities for MSMEs of both countries. It will facilitate transfer of Indian
technologies and products to Morocco. 

Ms. Alka Arora, Joint Secretary in the Ministry of MSME, who is leading the official delegation
along with CMD NSIC to Morocco held bilateral meetings with Mr. Othman El Ferdaous,
Secretary of State in the Ministry of Industry, Investment and Trade and Digital Economy and
with other related Departments for enhancing cooperation in MSME Sector. Both sides
discussed the ways and means to synergize the strengths of both countries in MSME Sector in
terms of capacity building, sharing of experiences, exchange of business delegations for
creating linkages, JVs and technology transfers. Morocco mainly relies on its exports of minerals
and ores and SERVICE sector. It has very small MSME sector in manufacturing, whereas India
has strong MSMeE sector especially in manufacturing.

 Over the years, India and Morocco have enjoyed cordial and friendly relations and bilateral
relations have witnessed significant growth. India is one of the major markets for Moroccan
phosphate and its derivatives. An India-Morocco joint venture in fertilizer sector in Morocco,
called IMACID, was set up in November 1999. At present, the JV is producing around 430,000
MT per annum of phosphoric acid, nearly all of which is imported by India. The Moroccan
phosphate company, OCP, has invested in Paradip Phosphates Ltd. in India. Other main items
of export to India are metallic ores and metal scrap, semi-finished products and inorganic
chemicals.

The main items of India’s exports to Morocco are cotton yarn, synthetic fiber, transport
equipment, pharmaceuticals, agricultural implements, chemicals, spices and manufactured
metals. The balance of trade has been in favour of Morocco because of imports of phosphoric
acid and rock phosphate by India.

The quantum of bilateral trade, which was US$ 1.63 billion in 2010, reached to US$ 2.04 billion
in 2011.  However, in 2014, it decreased and stood at $ 1.36 billion. Indian exports to Morocco in
2014 decreased by 21.6% compared to the previous year while Moroccan exports to India
registered an increase of 10.2% in 2014.

Indian industry and business associations CII, FICCI and ASSOCHAM have institutional
arrangements with Moroccan industry and business associations. A number of trade delegations
from various industry and export promotion councils have been visiting Morocco periodically in
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connection with trade promotion activities.

                                                                  ***      
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Source : www.pib.nic.in Date : 2018-09-27

CABINET APPROVES MOU BETWEEN NITI AAYOG,
AND MINISTRY OF ECONOMIC DEVELOPMENT OF THE
RUSSIAN FEDERATION (MEDRF) IN THE FIELD OF
SOCIAL, ECONOMIC, INDUSTRIAL AND REGIONAL
DEVELOPMENT PROGRAMS

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

Cabinet

Cabinet approves MoU between NITI Aayog, and Ministry of
Economic Development of the Russian Federation (MEDRF)
in the field of social, economic, industrial and regional
development programs

Posted On: 26 SEP 2018 4:11PM by PIB Delhi

The Union Cabinet chaired by Prime Minister Shri Narendra Modi has  given its approval for
signing of a Memorandum of Understanding (MoU) between National Institute for Transforming
India (NITI) Aayog, and Ministry of Economic Development of the Russian Federation (MEDRF)
in the field of social, economic, industrial and regional development programs.

 

The objective of the MoU is to explore the potential of cooperation in the framework of
preparation and implementation of strategies and programs of social, economic, industrial and
regional development. It provides a framework and enabling environment to understand each
other's strengths, market, technologies, policies, etc.

 

The MoU covers the following areas of cooperation:

 

Conducting and execution of joint research projects related to issues of mutual interest;i.
Exchange of information and research works related to issues of mutual interest  
between   the  two sides,   including   information   on   government strategies and
development programs;

ii.

Visits of relevant specialists of both sides for participation in joint events;iii.
 Organization of seminars, conferences and other meetings on agreed agenda; andiv.
Other forms of cooperation as per mutual consent of the Sides.v.

 

*****

NW/AKT/SH
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Source : www.pib.nic.in Date : 2018-09-27

CABINET APPROVES COMPREHENSIVE POLICY TO
DEAL WITH EXCESS SUGAR PRODUCTION IN THE
COUNTRY
Relevant for: Indian Economy | Topic: Major crops, Cropping patterns in various parts of the country incl. Various

Agriculture Revolutions

Cabinet Committee on Economic Affairs (CCEA)

Cabinet approves comprehensive policy to deal with
excess sugar production in the country

Posted On: 26 SEP 2018 3:48PM by PIB Delhi

Due to excess carryover stocks and indication of similar excess production in the ensuing sugar
season 2018-19, the liquidity problem of the sugar mills is likely to persist in the coming sugar
season too. As a result, cane price arrears of sugarcane farmers may also peak at
unprecedented high level.

In order to mitigate the situation, the Cabinet Committee on Economic Affairs chaired by Hon’ble
Prime Minister Shri Narendra Modi has approved following measures involving total assistance
of over Rs.  5500 crore to support the sugar sector by way of offsetting cost of cane and to
facilitate export of sugar from the country thereby improving liquidity of the industry enabling
them to clear cane price arrears of farmers:

Details:

To provide assistance to sugar mills by defraying expenditure towards internal transport,
freight, handling and other charges to facilitate export during the sugar season 2018-19 @
Rs. 1000/MT for the mills located within 100 kms from the ports, @ Rs. 2500/MT for the
mills located beyond 100 kms from the port in the coastal states and @ Rs. 3000/MT for
mills located in other than coastal states or actual expenditure, whichever is lower. The
total expenditure on this account would be about Rs.1375 crore which will be borne by
Government.

a.

b)   In order to help sugar mills to clear cane dues of farmers, the Government has
decided to provide financial assistance @ of Rs. 13.88 per quintal of cane crushed in
sugar season 2018-19 to sugar mills to offset the cost of cane. The assistance shall be
provided to only those mills which fulfil the conditions as stipulated by Department of Food
& Public Distribution.  The total expenditure on this account would be about Rs.4163 crore
which will be borne by Government.

c)   To ensure payment of sugarcane dues of farmers, both the assistance would be
credited directly into the accounts of farmers on behalf of sugar mills against cane price
dues payable to farmers against FRP including arrears relating to previous years and
subsequent balance, if any, would be credited to mill’s account. Assistance shall be
provided to those mills which will fulfil the eligibility conditions as decided by the
Government.

Background:
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            Due to depressed market sentiments and crash in sugar prices, the liquidity position of
sugar mills was adversely affected in the sugar season 2017-18 leading to accumulation of cane
price dues of sugarcane farmers which reached  an alarming level of about Rs. 23,232 crores in
the last week of May, 2018.

          In order to stabilize sugar prices at reasonable level and to improve the liquidity position of
the mills thereby enabling them to clear the cane price arrears of farmers, for the current sugar
season 2017-18, Central Government took the following measures in past six months:

(i)    Increased custom duty on import of sugar from 50% to 100% to check any import in
the country.

(ii)    Withdrew custom duty on export of sugar to encourage sugar industry to start
exploring possibility of export of sugar.

(iii)   Allocated mill-wise Minimum Indicative Export Quotas (MIEQ) of 20 LMT of sugar
for export during Sugar Season 2017-18.

(iv)   Re-introduced Duty Free Import Authorization (DFIA) Scheme in respect of sugar to
facilitate and incentivize export of surplus sugar by sugar mills.

(v)   Extended financial assistance to sugar mills @ Rs.5.50/qtl of cane crushed during
2017-18 Sugar Season to offset the cost of cane.

(vi)   Notified Sugar Price (Control) Order, 2018 directing that no producer of sugar shall
sell white/refined sugar at factory gate at a rate below Rs. 29/kg; along with imposition of
stock holding limits on mills.

(vii)  Created buffer stock of 30LMT of sugar w.e.f01.07.2018, to be maintained by sugar
mills for one year for which Government will bear a carrying cost of about Rs. 1175
crore.

(viii) In order to augment ethanol production capacity and thereby also allow divergence
of sugar for production of ethanol, approval has already been granted for extension of
soft loan of Rs. 4440 crore through banks to the mills for setting up new distilleries/
expansion of existing distilleries and installation of incineration boilers or installation of
any method as approved by Central Pollution Control Board for Zero Liquid Discharge
for which Government will bear interest subvention of Rs. 1332 crore.

As a result of above measures, all India average ex mill prices of sugar increased from the range
of Rs. 24-27/kg to Rs. 30-33/kg; and all India cane price arrears of farmers have also come
down to Rs. 12988 crore from the peak arrears of about Rs. 23232 crore on State Advised Price
(SAP) basis for sugar season 2017-18. On FRP basis, all India cane price arrears of farmers
have come down to Rs. 5312 crore from the peak arrears of about Rs. 14538 crore.

 

****
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Source : www.thehindu.com Date : 2018-09-27

CABINET APPROVES 100% GOVT STAKE IN GST
NETWORK

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

The Union Cabinet approved increasing the government’s ownership in the Goods and Services
Tax Network (GSTN) to 100% from the existing 49% and also change the existing structure in
line with a transition plan. “The Union Cabinet approved acquisition of the entire 51% equity held
by the non-government institutions in GSTN equally by the Centre and the State governments,”
said the government in a statement.

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 : 2018-09-28

‘MDR REIMBURSEMENT PENDING FROM BANKS’
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

The Payments Council of India (PCI) has said that payment service providers and merchant
aggregators are yet to received reimbursement for merchant discount rates from banks even
after nine months.

MDR is the fee that a merchant has to pay to a bank for every transaction that is split between
the bank which issued the card, the payment service providers, and payment gateways.

In December 2017, the Ministry of Electronics and Information Technology, had said that MDRs
would be reimbursed by the government on transactions up to Rs. 2,000. This was applicable on
all transactions below Rs. 2,000 made through debit cards, BHIM UPI or Aadhaar enabled
payments systems.

“Payments Council of India (PCI), the representative body of non-banking merchant aggregators
and acquirers, have raised serious concerns over non-receipt of reimbursements of MDR by
merchant aggregators, from the related acquiring banks since January 2018,” PCI said in a
statement.

PCI said there was still ambiguity on the extent of MDR reimbursements that would be passed
on to the aggregators and the industry feared that banks would only pass on a small proportion
to merchant aggregators and acquirers, while retaining the bulk “This is likely to seriously impact
the operating ability of merchant aggregators and dent the efforts to promote digital payments,”
PCI said.

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.pib.nic.in Date : 2018-09-28

UNDER THE PM KISAN SAMPADA YOJANA MODERN
INFRASTRUCTURE WITH EFFICIENT SUPPLY CHAIN
MANAGEMENT FROM FARM GATE TO RETAIL OUTLET
WILL BE CREATED

Relevant for: Indian Economy | Topic: Transport & Marketing of agricultural produce

Ministry of Agriculture & Farmers Welfare

Under the PM Kisan SAMPADA Yojana modern
infrastructure with efficient supply chain management from
farm gate to retail outlet will be created

A developed agri food value chain will not only enhance
farmers’ income but also substantially reduce the harvest
and post-harvest losses: Shri Radha Mohan Singh

Posted On: 27 SEP 2018 4:53PM by PIB Delhi

 

 

Union Minister of Agriculture and Farmers’ Welfare Shri Radha Mohan Singh has said
that a developed agri food value chain in the country can not only enhance the farm
income of farmers but also make available quality food to the consumers. It will also
help in substantially reducing the harvest and post-harvest losses occurring at various
stages of the agri food value chain. He stated this while addressing the gathering at
the inauguration ceremony of the ASSOCHAM’s 2-day Exhibitions, Conferences &
Roundtables on Agri Food Value Chain Partnerships - End to End Approach.
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The Minister said that Modi Government is committed to promoting Agri Food Value
Chain related activities at local, regional, national and also International level. e-NAM
was launched by the government to reduce the supply chain by integrating the value
chain participants. So far, 585 mandis have already been added to the e-NAM portal
and within the next two years, 415 additional mandis will be added. He informed that
in order to address the problem of fluctuations in the prices of tomatoes, onions and
potatoes (TOP), "Operation Green" was launched with an outlay of Rs 500 crore in
this year’s budget. Under this scheme, Farmer Producer Organizations (FPOs),
agricultural logistics, processing facilities and professional management will be
promoted.

Shri Singh also informed that under the Mission for Integrated Development of
Horticulture (MIDH), the Mission Organic Value Chain Development for North Eastern
Region was approved on January 2016 with a total outlay of Rs 400 crore. Besides
this, the government has approved a new Central Sector Scheme – Pradhan Mantri
Kisan SAMPADA Yojana (Scheme for Agro-Marine Processing and Development of
Agro-Processing Clusters) for the period 2016-20 co-terminous with the 14th Finance
Commission cycle. PM Kisan SAMPADA Yojana is a comprehensive package which
will result in creation of modern infrastructure with efficient supply chain management
from farm gate to retail outlet.

******
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THINK BIG: ON IMPORT DUTY HIKE
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign capital, Foreign Trade

& BoP

The Centre’s decision to increase customs duty on imports of 19 “non-essential” items amounts
to tinkering at the margins to address a structural macro-economic issue. Using tariffs to curb
imports of these items will not have a significant impact on narrowing the current account deficit
(CAD), which is the Centre’s stated objective. By its own admission, the aggregate value of
these imported items in the last fiscal year was just 86,000 crore. At that level, these imports
constituted a little less than 3% of the country’s merchandise import bill in 2017-18. With the first
six months of the current fiscal having elapsed, the impact of this tariff increase in paring the
import bill and thus containing the CAD is at best going to be short-term and marginal. On the
other hand, the decision to double import duties on a clutch of consumer durables to 20% could
dampen consumption of these products, especially at a time when the rupee’s slide against the
dollar is already likely to have made these goods costlier. Here, it would be interesting to see if
the government’s move turns into a psychological ‘tipping point’ that ends up altering
consumption behaviour towards this category of imported merchandise. If it does, that could
have the salutary effect of fostering greater investment in the domestic production of some of
these goods. The tariff on aviation turbine fuel — which will now attract 5% customs duty instead
of nil — may add to the stress of domestic airline operators, the rupee and rising oil prices
having already hurt their wafer-thin margins.

A more robust approach in addressing the widening CAD would be to institute wide-ranging
measures to boost exports and simultaneously reduce the import-intensity of the economy.
Policymakers must renew efforts to ensure that export growth starts outpacing the expansion in
merchandise imports. This includes expediting the refunds on GST to exporters — smaller
exporters have been badly hit by working capital shortfalls — to working to woo some of the
labour-intensive supply chains that are moving out of China to countries such as Vietnam and
Bangladesh. On import substitution, it is an irony that despite the abundance of coal reserves,
thermal coal is one of India’s fastest-growing imports. This is a consequence of under-
investment in modernising the entire coal production and utilisation chain and must be
addressed expeditiously. With global crude oil prices showing no signs of reversing their upward
trajectory, and the sanctions on Iran that may force India to look for other suppliers looming, the
government will need to act post-haste to address structural imbalances to keep the CAD from
widening close to or even exceeding the 3% of GDP level.
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Source : www.pib.nic.in Date : 2018-09-29

SHRI PIYUSH GOYAL LAUNCHES RAIL HERITAGE
DIGITISATION PROJECT OF INDIAN RAILWAYS IN
COLLABORATION WITH GOOGLE ARTS & CULTURE

Relevant for: Indian Economy | Topic: Infrastructure: Railways

Ministry of Railways

Shri Piyush Goyal Launches Rail Heritage Digitisation
Project of Indian Railways in collaboration with Google Arts
& Culture

The project is a landmark effort, first of its kind in this part
of the globe, to showcase country’s Rail Heritage to
National and International audience

Whenever we look at the evolution of the transport system
in India, all these rich traditions, history and culture will
play an important role in understanding how the Indian
Railways has evolved: Shri Goyal

This project is a gift from the 13 Lakh Railways employees
to the 130 crore citizens of India: Shri Goyal

We will be setting up 22 digital screens across different
locations in India for showcasing this historic project: Shri
Goyal

Posted On: 28 SEP 2018 4:56PM by PIB Delhi

Minister of Railways and Coal, Shri Piyush Goyal has launched “Rail Heritage
Digitisation Project” of Indian Railways in collaboration with Google Arts & Culture
here today through video-conferencing. The project can be accessed through
link:“https://artsandculture.google.com/project/indian-railways”. The project is a
landmark effort, first of its kind in this part of the globe, to showcase country’s Rail
Heritage to National and International audience in an online story-telling platform.
Chairman, Railway Board, Shri Ashwani Lohani, other Railway Board Members, Vice
President, South East Asia and India, Google, Shri Rajan Anandan, Director, Google
Cultural Institute, Shri Amit Sood, other Railway Board Officials, Dignitaries from
Google, UNESCO representatives and Railway Enthusiasts were among those



cr
ac

kIA
S.co

m

cr
ac

kIA
S.co

m

present on the occasion.

Speaking on the occasion, Shri Piyush Goyal said “At the outset, let me congratulate
the Indian Railways and the Google Arts and Culture Association for this wonderful
initiative, which has taken over 2 years of hard work, research, inquiry and execution.
It is often said that civilisation is built over millenia by countless generations, with
each generation leaving its footprints in the sands of time. A culture must reserve
these footprints to remember what it was and where it came from. Whenever we look
at the evolution of the transport system in India, all these rich traditions, history and
culture will play an important role in understanding how the Indian Railways has
evolved. Being a 165 year old organisation, the Railways has a lot of material which
we need to preserve and leave behind for posterity. Mark Twain had once said, "Our
most valuable and instructive materials in the history of mankind are treasured in
India". The Indian Railways has a lot of treasured moments for the world to see how
technologies evolved over time: Mumbai has a special place in the Railways, being
the first Railway line to be set up in India. It was way back on 16th April, 1853 when
the first train ran between Bori Bunder and Thane. We will be setting up 22 digital
screens across different locations in India for showcasing this historic project”.

The Minister further added, “This partnership between the Railways and Google also
has the dimension of the Wi-Fi, which we have proliferated to over 400 stations in
India. This shows the potential of collaborations to serve people. The Wi-Fi that has
been set up in 711 stations now, have faster Wi-Fi access than any other system in
the nation. I would like to compliment the Google and RailTel team for this feat. When
I was in Raipur Station, I found loads of people particularly the youth who flock to
stations to enjoy the service provided. This confirms my desire that we should take
Wi-Fi to over 6,000 stations to provide it to people who cannot afford Wi-Fi. We have
already offered around 5,000 odd stations for public-private partnership through “Rail
Sahyog” (http://RailSahyog.in) where we have invited people to come and make
offers to pick up stations so as to expand it throughout the Railways”. 

Shri Goyal further said that this project is the largest cultural heritage digitization
project not only in India but possibly the Asia Pacific Region. He expressed the hope
that collaborative efforts will continue to expand the project further and possibly make
it the largest such endeavour to preserve Railway Heritage in the world. Shri Goyal
described this project as the gift from the 13 Lakh Railways employees to the 130
crore citizens of India”.

Chairman, Railway Board, Shri Ashwani Lohani said that collaboration with Google
Art & Culture, has enabled Indian Railways to digitize National Rail Museum, Rewari
Steam Centre, three World Heritage Railways, CSMT Mumbai building and other
prominent aspects of country’s rail heritage. He appreciated the monumental efforts
which went into this project of digitising the invaluable railway heritage. During the
event, Shri Lohani also felicitated few of the railway heroes associated with the
conservation of World Heritage Railways and said that Railway is a human centric
organisation and it is the railway heroes who make it run.
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Introducing this collaborative digital project between Indian Railways and Google Arts
& Culture, Shri Rajan Anandan, Vice President, South East Asia and India, Google
described it as an extension of their partnership with Indian Railways of providing
public with Wi-Fi at 400 railway stations. He described it as an endeavour to bring
incredible Indian Rail Heritage online.

Director, Google Cultural Institute, Shri Amit Sood, said that Google is committed to
preserving and breathing new life into artistic and cultural treasures around the world.
He added that the extraordinary wealth of heritage, history and culture that Indian
Railways inherits, is truly fascinating, and a treat for both the young and the old. This
project is all about the iconic moments, the movements, and the making of Indian
Railways, which today is the backbone of the country in many ways.

 

Backgrounder:

Railways in India started its journey on 16th April, 1853 between Bori bunder and
Thane. Since then Railways India not only expanded to be one of the largest network
in the world but also significantlycontributed to social, technological and economic
development of this country.

Today we have three World Heritage Railways: DHR, NMR, KSRand two World
Heritage Buildings (CSMT, Churchgate), still unique feat in this part of the Globe (The
other two World HeritageRailways are in Europe). In collaboration with Google Art &
Culture, IndianRailways have been able to digitize National Rail Museum, Rewari
Steam Centre, three World Heritage Railways, CSMT Mumbai building and other
prominent aspects of country’s rail heritage.

Indian Railways has also created one of the largest repositories of industrial heritage
in the World. Glimpses of Railway history and evolution are captured in 33 Rail
Museums & Heritage Galleries, four World Heritage Sites, hundreds of buildings,
bridges, locomotives, coaches, other rolling stocks, artefacts etc.Conservation of
these industrial relics also helps in promoting tourism, preserving traditional skills and
communication with people.

Digitization of rail heritage provides immense opportunity to contextualize artefact and
other heritage assets with the stories thus becoming more meaningful to next
generation. Digital heritage also removes bottleneck of being physically there and
thus providing universal access to the large repository of knowledge.

With over 151,000 kilometres of track, 7,000 stations, 1.3 million employees and 160
years of history, the Indian Railway is one of the most celebrated railway networks in
the world. Bringing this journey to the forefront, Google Arts & Culture’s new online
collection is a story-telling marvel, and will make India’s rich rail-heritage and legacy
digitally accessible to people in India around the world. The 75 online exhibition,
3500+ images and 200 videos, will offer an in-depth exploration of the sights, sounds
and significance of India’s railways. Heritage routes with a 360-degree panoramic
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view of iconic railway stations, including Kalka-Shimla, Nilgiri Mountain Railway
Darjeeling Himalayan Railway, and Kangra Valley Railway. The exhibition will also
bring alive the lost stories and heroic efforts of people like the track-man, station
master, and workshop engineers, to celebrate their contribution.

*****
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PETROLEUM MINISTER TO LAUNCH 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 to launch SATAT initiative to promote
Compressed Bio-Gas as an alternative, green transport fuel

Posted On: 28 SEP 2018 12:23PM by PIB Delhi

Shri Dharmendra Pradhan, Union Minister of Petroleum and Natural Gas & Skill Development
and Entrepreneurship will kick off an innovative initiative in New Delhi on 1st October, 2018, with
PSU Oil Marketing Companies (OMCs ,i.e. IOC, BPCL and HPCL) 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. This significant move has the
potential to boost availability of more affordable transport fuels, better use of agricultural residue,
cattle dung and municipal solid waste, as well as to provide an additional revenue source to
farmers.

Titled SATAT, the initiative is aimed at providing a Sustainable Alternative Towards Affordable
Transportation (SATAT) as a developmental effort that would benefit both vehicle-users as well
as farmers and entrepreneurs.

To be launched on the penultimate day of the ongoing Swachhta Hi Seva fortnight, a mass
movement to fulfil Mahatma Gandhi's vision of a Clean India, 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

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●
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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.

It is planned to roll out 5,000 Compressed Bio-Gas plants across India in a phased manner, with
250 plants by the year 2020, 1,000 plants by 2022 and 5,000 plants by 2025. These plants are
expected to produce 15 million tonnes of CBG per annum, which is about 40% of current CNG
consumption of 44 million tonnes per annum in the country. At an investment of approx. Rs. 1.7
lakh crore, this initiative is expected to generate direct employment for 75,000 people and
produce 50 million tonnes of bio-manure for crops. 

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
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.

******
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HIGH LEVEL ADVISORY GROUP CONSTITUTED FOR
TRADE
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign capital, Foreign Trade

& BoP

Ministry of Commerce & Industry

High Level Advisory Group Constituted for Trade

Posted On: 28 SEP 2018 12:11PM by PIB Delhi

The Minister of Commerce & Industry, Suresh Prabhu, has approved the constitution of a High
Level Advisory Group (HLAG) to make recommendations for identifying and pursuing
opportunities and for addressing challenges in order to find a way forward in the contemporary
global trade scenario. 

The HLAG will consider ways for boosting India’s share and importance in global merchandise
and services trade, managing pressing bilateral trade relations and mainstreaming new age
policy making.

The terms of reference (ToR) of the HLAG are to examine the prevailing international trade
dynamics, including, but not confined to, the rising protectionist tendencies, especially on the
part of major economies, non-engagement by some countries on outstanding trade negotiation
issues and commitments, including the Doha Development Agenda, and their insistence on
pursuing negotiating mandates, in many cases prematurely and without efforts, to build
consensus and common understanding.

On new issuesand in light of this examination,the HLAG will suggest a way forward for India,
taking into account its interests and sensitivities, and provide options for a balanced approach
for the global community to build on achievements thus far, in creating a conducive global trade
framework and move forward in a harmonious and consensual manner that is acceptable to the
larger global community.

The Group may consider possible approaches and suggest a pragmatic framework for India’s
future engagement in international trade, and the manner in which it can play a proactive and
constructive role in working with the community of Nations in exploring and building consensus
on resolving emergent trade related issues.

Dr. Surjit S. Bhalla, Director of Oxus Research and Investments will chair the HLAG. The other
members of the Group are S.Jaishankar, former Foreign Secretary, Rajeev Kher, former
Commerce Secretary and Member, Competition Appellate Tribunal, Sanjeev Sanyal, Principal
Economic Advisor, Government of India,AdilZainulbhai, Chairman, Quality Council of
India,Dr.HarshaVardhana Singh, former DDG, WTO,Dr.Shekhar Shah,DG, NCAER,Dr.Vijay
Chauthaiwale, Foreign Policy Advisor,Dr.Pulok Ghosh, IIM Bangalore, Jayant Dasgupta, former
Ambassador of India to the WTO, Rajiv K Luthra of Luthra&Luthra and Chandrajit Banerjee, DG,
CII.

The HLAG will meet regularly over the next two months and make specific implementable
recommendations in light of the ToR, including on each of the areas, to facilitate the formulation
of future trade policies. The HLAG may invite special invitees whose inputs may be considered
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necessary.Centre for WTO Studies (CWTOS), New Delhi shall provide the secretariat to the
HLAG.

***
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ODISHA’S KALAHANDI SCRIPTS A SUCCESS STORY
Relevant for: Indian Economy | Topic: Inclusive growth, Inclusion and Poverty

Naveen Patnaik  

In the 1980s, Kalahandi was a synonym for poverty.

Today, Odisha’s western district is ready to shed its image of being a land of perpetual poverty.
The progress made by the district in different fields now speaks about its transformation.

Policymakers, development practitioners and intellectuals from the State and outside presented
statistics and analysis to decode Kalahandi syndrome, which always carried a negative
connotation, at a three-day conclave, Kalahandi Dialogue, which got under way here on Friday.

Elaborating on the transition, Chief Minister Naveen Patnaik said: “In the last few years,
Kalahandi has scripted a new story. It is the story of growth and resilience. All the credit goes to
the people of Kalahandi. Transformation of Kalahandi is visible. It has now become the grain
basket of Odisha.”

In 2003-04, the foodgrain production in the district was estimated at less than 6 lakh metric
tonnes. Now, its production has increased by 100%.

“The area under irrigation in the district has increased from 1,15,000 ha in 2000-01 to 1,32,000
ha in 2017-18. The district has witnessed massive infrastructure development. The turnaround
was possible only due to sheer perseverance and hard work of the people of Kalahandi,” the
Chief Minister said.

“Over the past two decades, Kalahandi has witnessed massive infrastructure development -
physical and social. A new government medical college and hospital will also come up in
Bhawanipatna. The district has also partaken in the industrial boom that is happening in Odisha.
Inclusive growth has always been the focus of my government and Kalahandi is one of the finest
examples of our model of development,” he pointed out.

Infant mortality rate

As per National Family Health Survey-3, the infant mortality rate was 91 in 2000-01. In 2015-16,
it was 40 as against national average of 41. The percentage of reduction is 56 %.

The maternal mortality rate has also seen an impressive drop. From MMR of 424 in 2000-01 to
222 in 2012-13, the change in percentage is 47%.

There has been a sharp increase in per capita power consumption from 334.26 units in 1999-
2000 to 1209.21 units in 2012-13 - a jump of 261%, indicating improvement in quality of life.

“Four decades ago, Kalahandi epitomised abject poverty and underdevelopment. Today,
Kalahandi is an emerging success story, which we would like to tell the world,” said Sujeet
Kumar, Officer on Special Duty, Odisha Planning Board and lead organiser of the event. This
has been possible due to right policy and proper implementation of government programmes, he
said.
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