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Source : www.economictimes.indiatimes.com Date : 2019-04-01

NOTE BAN TRIGGERS RECORD 14-TIMES HIGH
GENERATION OF SUSPICIOUS TRANSACTION
REPORTS LINKED TO TAX CRIMES: FIU

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

The 2016 demonetisation of two high-value currencies has led to an all-time high generation of
over 14 lakh suspicious transaction reports (STRs), a record 1,400 per cent jump over the past,
by banks and other financial institutions in the country, a latest FIU report has found.

The elite financial snooping unit of the country has compiled comprehensive data of such
instances, including fake currency deposits, for the year 2017-18.

This is the highest-ever figure of STRs since the FIU first started the regime over a decade ago.

The FIU is the central agency under the Union finance ministry that analyses suspicious
financial transactions pertaining to money laundering, terror financing and serious instances of
tax frauds and crimes.

"During the year (2017-18), reporting entities (banks and other financial institutions) continued to
examine transactions during demonetisation and as a consequence over 14 lakh STRs were
received by FIU-IND.

"This increase is almost 3 times than the STRs received in the last year (2016-17) and 14 times
than the STRs received prior to demonetisation," the agency's director Pankaj Kumar Mishra
said in the report accessed by .

The report, submitted to the government, said there was a "remarkable" increase in the number
of STRs received in 2017-18 which is more than 3-times over the previous year at 4,73,006 such
reports.

The demonetisaton of two high-value currency notes of Rs 1000 and Rs 500 was declared by
Prime Minister Narendra Modi on the night of November 8, 2016. Huge cash was deposited in
banks and multiple inter-bank transactions ensued post this announcement.

The FIU is the only empowered agency under the Prevention of Money Laundering Act (PMLA)
that can seek these reports and banks and other financial bodies are required to furnish high-
value cash transactions, counterfeit currency deposits and STRs to it every month as part of
India's combat mechanism against terrorist financing and money laundering through its shores.

STRs are generated when a transaction either indicates that it has been made in circumstances
of unusual or unjustified complexity or appears to have no economic rationale or bona fide
purpose and also those transactions that give rise to a reasonable ground of suspicion that it
may involve financing of the activities relating to terrorism.

The report added that comparative figures for STRs in the three previous years, prior to notes
ban, stood at 61,953 reports in 2013-14,58,646 in 2014-15 and 1,05,973 in 2015-16.

It said apart from the exercise of demonetisation, a major outreach initiative was adopted by the
FIU asking reporting entities like banks to comply with the reporting provisions under the anti-
money laundering law, and that can also be attributed for the rise in generation of record high
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STRs during 2017-18 apart from the notes ban.

The agency, as per its mandate, processes and disseminates these STRs to various law
enforcement agencies in the country like the Income-Tax Department, the Enforcement
Directorate, CBI, Intelligence Bureau, Directorate of Revenue Intelligence (DRI), Customs
department, the National Investigation Agency and others.

"The quantum jump in the number of STRs placed additional responsibility on FIU, which has
managed the responsibility of processing STRs despite severe manpower constraints," it said.

The report said out of the over 14 lakh STRs received, 82,595 were processed and 65,022 were
shared with various LEAs during 2017-18 while the rest continued to be disseminated in the
subsequent time period.

Acting on these STRs, the report said, the I-T Department detected black money to the tune of
19627.99 crore while the ED seized unaccounted assets worth Rs 984.98 crore during the same
post demonetisation period.

The report also talked about counterfeit currency reports (CCRs) that went drastically down from
7,33,508 in 2016-17 (the year of the notes ban) to 3,53,795 in 2017-18.

No particular reason was attributed to this downfall even as demonetisation was cited as the
reason when CCRs increased in 2016-17 from more than 4.10 lakh in 2015-16.

It said private Indian banks contributed "majority" of CCRs with the FIU expressing its concern
that the compliance levels of public sector banks in this domain "continue to be low" despite the
matter being taken up with the RBI.

"During the review of the public sector banks, the best practices of private Indian banks in
detection and reporting of counterfeit currency notes were highlighted," the report said.

CCR pertains to all cash transactions where forged or counterfeit currency notes or bank notes
have been used as genuine or where any forgery of a valuable security or a document has taken
place in banking channels.

The report did not specify the value of such fake currencies detected.
The 2016 demonetisation of two high-value currencies has led to an all-time high generation of
over 14 lakh suspicious transaction reports (STRs), a record 1,400 per cent jump over the past,
by banks and other financial institutions in the country, a latest FIU report has found.

The elite financial snooping unit of the country has compiled comprehensive data of such
instances, including fake currency deposits, for the year 2017-18.

This is the highest-ever figure of STRs since the FIU first started the regime over a decade ago.

The FIU is the central agency under the Union finance ministry that analyses suspicious
financial transactions pertaining to money laundering, terror financing and serious instances of
tax frauds and crimes.

"During the year (2017-18), reporting entities (banks and other financial institutions) continued to
examine transactions during demonetisation and as a consequence over 14 lakh STRs were
received by FIU-IND.
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"This increase is almost 3 times than the STRs received in the last year (2016-17) and 14 times
than the STRs received prior to demonetisation," the agency's director Pankaj Kumar Mishra
said in the report accessed by .

The report, submitted to the government, said there was a "remarkable" increase in the number
of STRs received in 2017-18 which is more than 3-times over the previous year at 4,73,006 such
reports.

The demonetisaton of two high-value currency notes of Rs 1000 and Rs 500 was declared by
Prime Minister Narendra Modi on the night of November 8, 2016. Huge cash was deposited in
banks and multiple inter-bank transactions ensued post this announcement.

The FIU is the only empowered agency under the Prevention of Money Laundering Act (PMLA)
that can seek these reports and banks and other financial bodies are required to furnish high-
value cash transactions, counterfeit currency deposits and STRs to it every month as part of
India's combat mechanism against terrorist financing and money laundering through its shores.

STRs are generated when a transaction either indicates that it has been made in circumstances
of unusual or unjustified complexity or appears to have no economic rationale or bona fide
purpose and also those transactions that give rise to a reasonable ground of suspicion that it
may involve financing of the activities relating to terrorism.

The report added that comparative figures for STRs in the three previous years, prior to notes
ban, stood at 61,953 reports in 2013-14,58,646 in 2014-15 and 1,05,973 in 2015-16.

It said apart from the exercise of demonetisation, a major outreach initiative was adopted by the
FIU asking reporting entities like banks to comply with the reporting provisions under the anti-
money laundering law, and that can also be attributed for the rise in generation of record high
STRs during 2017-18 apart from the notes ban.

The agency, as per its mandate, processes and disseminates these STRs to various law
enforcement agencies in the country like the Income-Tax Department, the Enforcement
Directorate, CBI, Intelligence Bureau, Directorate of Revenue Intelligence (DRI), Customs
department, the National Investigation Agency and others.

"The quantum jump in the number of STRs placed additional responsibility on FIU, which has
managed the responsibility of processing STRs despite severe manpower constraints," it said.

The report said out of the over 14 lakh STRs received, 82,595 were processed and 65,022 were
shared with various LEAs during 2017-18 while the rest continued to be disseminated in the
subsequent time period.

Acting on these STRs, the report said, the I-T Department detected black money to the tune of
19627.99 crore while the ED seized unaccounted assets worth Rs 984.98 crore during the same
post demonetisation period.

The report also talked about counterfeit currency reports (CCRs) that went drastically down from
7,33,508 in 2016-17 (the year of the notes ban) to 3,53,795 in 2017-18.

No particular reason was attributed to this downfall even as demonetisation was cited as the
reason when CCRs increased in 2016-17 from more than 4.10 lakh in 2015-16.

It said private Indian banks contributed "majority" of CCRs with the FIU expressing its concern
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that the compliance levels of public sector banks in this domain "continue to be low" despite the
matter being taken up with the RBI.

"During the review of the public sector banks, the best practices of private Indian banks in
detection and reporting of counterfeit currency notes were highlighted," the report said.

CCR pertains to all cash transactions where forged or counterfeit currency notes or bank notes
have been used as genuine or where any forgery of a valuable security or a document has taken
place in banking channels.

The report did not specify the value of such fake currencies detected.
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Source : www.indianexpress.com Date : 2019-04-03

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

© 2019 The Indian Express Ltd.
All Rights Reserved

On Tuesday, the Supreme Court struck down the circular issued by the RBI on February 12,
2018, which directed banks to refer all bad loan accounts of over Rs 2,000 crore to the National
Company Law Tribunal (NCLT) if they failed to come up with a resolution plan within 180 days.
The Court has said that the circular was unconstitutional and that a reference under the
Insolvency and Bankruptcy Code (IBC) has to be on a case-to-case basis and with the
authorisation of the central government. This was in response to the challenge mounted against
the RBI circular by companies in the power and other sectors arguing that the defaults were
because of extraneous reasons such as lack of availability of coal and gas, and delays in
payment by distributors. The court’s ruling is a blow to India’s banking regulator which had, over
the last four years, forced domestic lenders to clean up their balance sheets, by first forcing
them to recognise the true extent of their bad loans and making full provisions for them. Against
their will, the RBI directed them to take over 40 large bad loan cases to the NCLT.

The latest ruling courts the danger of reversing all these gains. It also marks a dent on
institutional and regulatory credibility. With all loan restructuring schemes having been
disbanded as part of the simplified generic framework for resolution of stressed assets on
February 12, surely the process of resolution will be further delayed, adding to the pressure on
banks. Recent data points to the fact that even with a deadline of 270 days, resolution of cases
under the insolvency law has stretched way beyond, thanks to gaming by promoters and some
borrowers, weakening one of the most structurally important reforms in recent years. A judicial
intervention now, as in the coal allocation case, will impose its own costs, including a possible
weakening of regulation and leave the door open for more regulated entities to approach the
courts against regulatory rulings.

The costs will have to be borne by an economy already in slowdown mode. But it is worth
recalling that the fire was first lit by the government which objected to this circular, encouraging
infrastructure firms to take on the regulator. That, among other things, led to the exit of Governor
Urjit Patel. The Supreme Court ruling should not lead to a further diminishing of the stature of
the RBI. It is a moment of reckoning.

Download the Indian Express apps for iPhone, iPad or Android

© 2019 The Indian Express Ltd. All Rights Reserved
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Source : www.thehindu.com Date : 2019-04-05

WHY A RATE CUT WON’T HELP LOWER LENDING
RATES

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

Delay in norms:As final norms have not been issued, the new external benchmark scheme is not
yet in place.V.V. Krishnan  

With the first bimonthly review of the Reserve Bank of India’s monetary policy of this fiscal
scheduled to be announced on April 4, there is an expectation of another rate cut as inflation
continues to remain soft.

Though retail inflation — the central bank’s main yardstick for policy making — rose to a four-
month high of 2.57% in February, it is still below the RBI’s medium-term target of 4%.

In the previous policy in February — which was the first one under Governor Shaktikanta Das —
the central bank had reduced the repo rate by 25 basis points (bps) to 6.25%. [100 basis points
= 1 percentage point]

Despite the rate cut, the response from banks, in cutting lending rates, has only been partial.
Only a few banks reduced their marginal cost of funds based lending rate (MCLR) — the
benchmark lending rate to which all the loans are linked — by 10-15 bps.

Bankers justify not passing on rate changes to end customers on two grounds: one, their cost of
deposits has not fallen with a cut in the repo rate; two, monetary transmission comes with a lag.
So, even if the RBI cuts lending rates again on Thursday, it is unlikely that banks will pass on the
entire benefit to the customers.

But banks have been prompt, and even ahead of the curve, when rates were rising. Many
lenders, including State Bank of India and ICICI Bank, announced 20 bps MCLR hikes from
March 1, 2018, while the RBI started the repo rate increase cycle only in June 2018.

Monetary transmission has been an issue for the central bank for more than a decade and all
the Governors tried to address it in the last 10 years. First, Duvvuri Subbarao replaced the then
benchmark prime lending rate regime with the base rate in July 2010. His successor Raghuram
Rajan introduced the MCLR regime, which replaced the base rate from April 2016.

Both the base rate and the MCLR were a function of cost of funds of the banks.

With both the regimes largely failing to address the issue of monetary transmission, Dr. Rajan’s
successor Urjit Patel proposed a new regime in which the floating loan rates for small borrowers
would be linked to an external benchmark. Four options were given to banks to choose the
external benchmark, one of them being the repo rate. In his last monetary policy held on
December 5, Dr. Patel mandated that this new system of external benchmark-linked lending
rates will come into effect from April 1, 2019. The final guidelines were scheduled to be issued
by the end of December 2018.

The final guidelines are yet to be issued. Hence the new scheme was not made operational from
the beginning of this month. Banks have opposed this system tooth and nail. They argue that the
costs are not linked to external benchmark and lending rates should be a function of cost. But at
the same time, SBI decided to link the savings account rate (for deposits over Rs. 1 lakh) to the
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repo rate from May 1.

RBI is yet to clarify why there is a delay in implementing the scheme even after it was
announced.

In the February policy, when asked about shifting the lending rate to an external benchmark, Mr.
Das said: “We have received comments from the public and the banks; they are currently under
examination.” The Governor may choose to clarify the RBI’s position on the issue in the
monetary policy review on Thursday.
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Source : www.pib.nic.in Date : 2019-04-05

PROMOTE NEW & RENEWABLE ENERGY TO ENSURE
ENERGY SECURITY, TO PROTECT CLIMATE & TO
REDUCE POLLUTION: VICE PRESIDENT

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

Vice President's Secretariat

Promote new & renewable energy to ensure energy
security, to protect climate & to reduce pollution: Vice
President

Encourage environment friendly modes of transport;

Educate common man on the need to cut down GHG
emissions & use RNE;

Electricity key to development; address with pilferages in
transmission & distribution on war footing;

Inaugurates GRIDTECH 2019 - International Exhibition and
Conference

Posted On: 03 APR 2019 4:16PM by PIB Delhi

The Vice President of India, Shri M. Venkaiah Naidu has called for the promotion of new and
renewable energy in a big way. He said moving to renewable would not just ensure energy
security but also protect the climate, reduce pollution.

‘Adequate growth in renewable energy would serve dual purpose - firstly, it would contribute
towards achieving energy security to the nation and it would address the environmental
concerns, which need to be tackled on a war-footing,’ he said.

Addressing gathering after inaugurating the GRIDTECH 2019, an International Exhibition and
Conference, organised by the Power Grid Corporation of India Limited to deliberate on new
technologies in transformation, distribution, renewable integration, Smart Grid Communication,
the Vice President asked experts to find out new technologies to harness renewable energy to
fulfill India’s energy demands and also to fulfill India’s international commitment to de-carbonize
the electricity generation.

Shri Naidu also called for the promotion of clean and green mode of transport, such as Electrical
Vehicles (EVs) on a large scale. He said that they have the potential to save foreign exchange
on crude oil import apart from reducing carbon emissions. He also called for inclusion of
renewable energy provisions right from the planning of towns. 
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The Vice President said that world was looking towards India for investments and opined that
India's economic growth was the main factor for the new found enthusiasm of the world
community.

Opining that rapid urbanization led to increased energy demand and rise of Green House Gas
(GHG) emissions, Shri Naidu urged technologists to find new methods for tapping the huge
potential in the renewable energy sector and also wanted them to educate the common man on
the need to cut down GHG emissions.

Pointing that connectivity and electricity were key to development, Shri Naidu stressed upon the
need to address challenges such as pilferages in transmission and distribution. He suggested
developing a suitable transmission and distribution system to facilitate renewable integration.
‘Smart grid technologies used by many countries would have the potential to solve the
challenges,’ he added.

The Vice President had earlier inaugurated the GRIDTECH 2019 exhibition, went around the
stalls and interacted with the presenters at the stalls. He said he was happy to have met and
interacted with students who were showcasing their innovative ideas to promote, use renewable
energy.

The Secretary, Ministry of Power, Shri Ajay Kumar Bhalla, the officials of Power Grid
Corporation of India Ltd, representatives from Conventional and Renewable energy sector,
students from  prestigious institutions such as the IITs and others were present on the occasion.

Following is the text of Vice President’s address:  

“It is a matter of immense pleasure for me to address you at the inauguration of GRIDTECH
2019.

This international conference and exhibition is a wonderful opportunity for Power System
professionals in Industry and Academia to exchange ideas and deliberate on environment
friendly solutions to overcome the challenges faced in the energy sector.

In view of the increasing demand in the power sector with each passing day, we need to fully tap
the potential for sustainable and environmental-friendly energy. We need to find out new
technologies to harness renewable energy in a big way.

As you all are aware, India has made an international commitment to de-carbonize the electricity
generation. Towards this end, India has set a time-bound target of installing 175 GW of
renewable generation by 2022, comprising 100 GW Solar, 60 GW Wind and 15 GW of other
forms of renewable generation.

With the focus increasingly shifting to clean energy in recent years, India has become an
attractive destination for investments in renewable energy sector.

Dear friends, the rapid urbanization, we are witnessing, has become an irreversible
phenomenon and is leading to increased energy demand as also release of Green House Gas
(GHG) emissions. I would like technologists to not only find new methods for tapping the huge
potential in the renewable energy sector, but also educate the common man on the need to cut
down GHG emissions.

India, like some other countries, is planning to develop solar cities and I would like the urban
local bodies to be in the forefront in adopting renewable energy technologies and converting
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their cities into renewable energy cities. I am told that under the “Solar City” concept, it is aimed
to reduce the projected demand for conventional energy by 10 per cent at the end of five years
by enhancing supply from renewable energy sources and energy efficiency measures.

Dear sisters and brothers, please note that adequate growth in renewable energy would serve
dual purpose-- firstly, it would contribute towards achieving energy security to the nation and it
would address the environmental concerns, which need to be tackled on a war-footing.

However, the generation of renewable power has quite a few challenges. Unlike conventional
power generation, renewable generations are intermittent and variable in nature, posing a
challenge towards maintaining energy balance in real-time. It also has low gestation period
compared to conventional generation. Hence, the associated transmission and distribution
system should be developed in a suitable manner to facilitate renewable integration.

Presently, electricity is flowing across the country through the robust National Grid, without many
constraints in the network. I am told that facilitating large scale renewable energy integration
with grid would require more flexible generation from conventional energy sources, grid scale
energy storage facilities, flexible transmission system and demand side management through
customer participation.

Further, distribution sector is the most crucial link in the electricity supply chain.  While the
government is making concerted efforts to improve the distribution sector through various
programmes, I am told that the aim is to bring down AT&C losses to the level of 15% or below
and improve efficiency in the distribution sector.

Experience of various countries worldwide has shown that emerging smart grid technologies
have the potential to solve the challenges posed by the distribution sector. They can also help in
better integration and distribution of large scale renewable energy. As a matter-of-fact, several
smart grid projects are being undertaken in India.

In our endeavour to promote sustainability and clean and green mode of transport, Electrical
Vehicles (EVs) are being encouraged on a large scale. Electrical Vehicles have the potential to
save foreign exchange on crude oil import.  I am told that the Ministry of Power is facilitating this
initiative by formulating necessary polices and regulations to ensure the availability of EV-
charging infrastructure for customers.

Friends, challenges are many and unprecedented. It is prudent that, experts from the Industry,
academia and policy makers have gathered here to find sustainable solutions to these problems.

Further, it is also important for the upcoming young engineers and researchers from technical
institutions to keep abreast with cutting edge technologies.

GRIDTECH 2019 is an excellent platform for evolution of new ideas in the energy sector through
brainstorming by seasoned professionals. I am glad that GRIDTECH 2019 also has a Student
Pavilion and I hope this will give the young students an opportunity to showcase their own
innovative ideas.

I am hopeful that GRIDTECH 2019 will serve as a platform for continued cooperation between
all the stakeholders and will help the power sector to grow and meet the aspirations of the
common people at large.

I wish all the best for a successful GRIDTECH 2019.
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Thank You

JAI HIND!”

***

AKT/BK/MS/RK

(Release ID: 1570015) Visitor Counter : 845

Read this release in: Urdu , Marathi , Hindi
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HOW TO ACHIEVE 24X7 POWER FOR ALL
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

Representational image.   | Photo Credit: Getty Images/iStockphoto

Almost every willing household in India now has a legitimate electricity connection. The
household electrification scheme, Pradhan Mantri Sahaj Bijli Har Ghar Yojana, or Saubhagya,
has been implemented at an unprecedented pace. More than 45,000 households were
electrified every day over the last 18 months. Against such an achievement, it is important to ask
these questions: what did it take for India to achieve this target? Why is electricity access not
only about provision of connections? And, how can we ensure 24x7 power for all?

The efforts under Saubhagya have come upon decades of hard work preceding it. The
enactment of the Electricity Act, in 2003, and the introduction of the Rajiv Gandhi Grameen
Vidyutikaran Yojana, in 2005, expanded electrification infrastructure to most villages in the
following decade. But the rollout of the Saubhagya scheme, in 2017, gave the required impetus
to electrify each willing household in the country.

However, over the last year, several engineers and managing directors in electricity distribution
companies (discoms), their contractors, State- and Central-level bureaucrats, and possibly
energy ministers have been working at fever pitch. Discom engineers have evolved in their
attitude, as we saw during our on-ground research — from one of scepticism to that of
determination. Their efforts to meet targets even included crossing streams in Bihar on foot with
electricity poles, and reaching far-flung areas in Manipur, through Myanmar, to electrify remote
habitations with solar home systems.

Despite such massive efforts, the battle against electricity poverty is far from won. The erection
of electricity poles and an extension of wires do not necessarily mean uninterrupted power flow
to households. By tracking more than 9,000 rural households, since 2015, across six major
States (Bihar, Jharkhand, Madhya Pradesh, Odisha, Uttar Pradesh and West Bengal), the
Access to Clean Cooking Energy and Electricity Survey of States (ACCESS) report by the
Council on Energy, Environment and Water (CEEW), has highlighted the gap between a
connection and reliable power supply. While the median hours of supply increased from 12
hours in 2015 to 16 hours a day in 2018, it is still far from the goal of 24x7. Similarly, while
instances of low voltage and voltage surges have reduced in the last three years, about a
quarter of rural households still report low voltage issues for at least five days in a month.

In order to achieve 24x7 power for all, we need to focus on three frontiers. First, India needs
real-time monitoring of supply at the end-user level. We achieve what we measure. While the
government is bringing all feeders in the country online, we currently have no provision to
monitor supply as experienced by households. Only such granular monitoring can help track the
evolving reality of electricity supply on the ground and guide discoms to act in areas with sub-
optimal performance. Eventually, smart meters (that the government plans to roll out) should
help enable such monitoring. However, in the interim, we could rely on interactive voice
response systems (IVRS) and SMS-based reporting by end-users.

Second, discoms need to focus on improving the quality of supply as well as maintenance
services. Adequate demand estimation and respective power procurement will go a long way in
reducing load shedding. Moreover, about half the rural population across the six States reported
at least two days of 24-hour-long unpredictable blackouts in a month. Such incidents are
indicative of poor maintenance, as opposed to intentional load-shedding. Discoms need to
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identify novel cost-effective approaches to maintain infrastructure in these far-flung areas. Some
States have already taken a lead in this. Odisha has outsourced infrastructure maintenance in
some of its rural areas to franchisees, while Maharashtra has introduced village-level
coordinators to address local-level challenges. Such context-based solutions should emerge in
other States as well.

Finally, the improvement in supply should be complemented with a significant improvement in
customer service, which includes billing, metering and collection. Around 27% of the electrified
rural households in the six States were not paying anything for their electricity. Despite the
subsidies, constant loss of revenue would make it unviable for discoms to continue servicing
these households in the long run. Low consumer density along with difficult accessibility mean
that conventional approaches involving meter readers and payment collection centres will be
unviable for many rural areas. We need radically innovative approaches such as the proposed
prepaid smart meters and last-mile rural franchisees to improve customer service and revenue
collection. Rural renewable energy enterprises could especially be interesting contenders for
such franchisees, considering the social capital they already possess in parts of rural India.

Electricity is the driver for India’s development. As we focus on granular monitoring, high-quality
supply, better customer service and greater revenue realisation at the household level, we also
need to prioritise electricity access for livelihoods and community services such as education
and health care. Only such a comprehensive effort will ensure that rural India reaps the socio-
economic benefits of electricity.

Abhishek Jain is Senior Programme Lead at the CEEW, a policy research think tank. ACCESS
was conducted in association with the Shakti Sustainable Energy Foundation, National
University of Singapore and Initiative for Sustainable Energy Policy
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Source : www.pib.nic.in Date : 2019-04-05

GI CERTIFICATION FOR FIVE VARIETIES OF INDIAN
COFFEE

Relevant for: Indian Economy | Topic: Issues relating to Intellectual Property Rights (IPRs)

Ministry of Commerce & Industry

GI Certification for five varieties of Indian coffee

Posted On: 29 MAR 2019 3:54PM by PIB Delhi

The Department for Promotion of Industry and Internal Trade, Ministry of Commerce
and Industry, Government of India has recently awarded Geographical Indication (GI)
to five varieties of Indian coffee. They are:

Coorg Arabica coffee is grown specifically in the region of Kodagu
district in Karnataka.

●

Wayanaad Robusta coffee is grown specifically in the region of
Wayanad district which is situated on the eastern portion of Kerala.

●

Chikmagalur Arabica coffee is grown specifically in the region of
Chikmagalur district and it is situated in the Deccan plateau, belongs to
the Malnad region of Karnataka.

●

Araku Valley Arabica coffee can be described as coffee from the hilly
tracks of Visakhapatnam district of Andhra Pradesh and Odisha region
at an elevation of 900-1100 Mt MSL. The coffee produce of Araku, by
the tribals, follows an organic approach in which they emphasise
management practices involving substantial use of organic manures,
green manuring and organic pest management practices.

●

Bababudangiris Arabica coffee is grown specifically in the birthplace of
coffee in India and the region is situated in the central portion of
Chikmagalur district. Selectively hand-picked and processed by natural
fermentation, the cup exhibits full body, acidity, mild flavour and
striking aroma with a note of chocolate. This coffee is also called high
grown coffee which slowly ripens in the mild climate and thereby the
bean acquires a special taste and aroma.

●

The Monsooned Malabar Robusta Coffee, a unique specialty coffee from India, was
given GI certification earlier.

In India, coffee is cultivated in about 4.54 lakh hectares by 3.66 lakh coffee farmers of
which 98% are small farmers. Coffee cultivation is mainly done in the Southern States
of India:

Karnataka – 54%●

Kerala – 19%●
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Tamil Nadu – 8%●

Coffee is also grown in non-traditional areas like Andhra Pradesh and Odisha
(17.2%) and North East States (1.8%).

India is the only country in the world where the entire coffee cultivation is grown under
shade, hand-picked and sun dried. India produces some of the best coffee in the
world, grown by tribal farmers in the Western and Eastern Ghats,which are the two
major bio-diversity hotspots in the world. Indian coffeeis highly valued in the world
market and sold as premium coffee in Europe.

The recognition and protection that comes with GI certification will allow the coffee
producers of India to invest in maintaining the specific qualities of the coffee grown in
that particular region. It will also enhance the visibility of Indian coffee in the world
and allow growers to get maximum price for their premium coffee.

***

MM/ SB

(Release ID: 1569831) Visitor Counter : 2908

Read this release in: Urdu , Hindi , Marathi , Bengali , Malayalam
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Source : www.thehindu.com Date : 2019-04-05

NTPC TO SET UP 25 MW FLOATING SOLAR POWER
PLANT AT SIMHADRI

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

The National Thermal Power Corporation (NTPC) said it was setting up a 25 MW floating solar
power plant in its water storage reservoir here as part of its diversification into the solar
segment. Addressing the media, group general manager of NTPC’s Simhadri plant, A. R. Maiti,
said it was also setting up a flue-gas desulphurisation plant . “We are also encouraging many fly-
ash based applications,” he said.PTI
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WATCH
Relevant for: Indian Economy | Topic: Issues relating to Intellectual Property Rights (IPRs)

Erode’s unique slender turmeric gets a GI tag for its distinctive fragrance and colour.

Erode’s unique turmeric gets a GI tag

The plant’s underground stems or rhizomes have been used as spice, dye, medicine and
religious maker since antiquity. Tamil Nadu is the third largest grower of turmeric in the country
(behind Telangana and Maharashtra), with 132.4 tonnes produced in 2015-16.

The spice’s colour comes mainly from curcumin, a bright yellow phenolic compound that has
been in the news for its ostensible potential to fight cancer.

Please enter a valid email address.

They struggle to keep the birds from straying in large numbers into the paddy fields
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THE SHAPE OF AN URBAN EMPLOYMENT
GUARANTEE

Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable
Development

India is in the midst of a massive jobs crisis. The unemployment rate has reached a 45-year high
(6.1%) in 2017-18 as per leaked data from the Periodic Labour Force Survey (PLFS) report of
the National Sample Survey Office (NSSO). According to the PLFS report, the unemployment
problem is especially aggravated in India’s cities and towns. Aside from unemployment, low
wages and precarity continue to be widespread. In urban India the majority of the population
continues to work in the informal sector. Hence, India cannot ignore the crisis of urban
employment.

Both State and Central governments tend to treat towns as “engines of growth” for the economy
rather than spaces where thousands toil to make a living. Programmes such as the Swarna
Jayanti Shahari Rozgar Yojana (1997) that included an urban wage employment component
have made way for those focussed on skilling and entrepreneurship.

India’s small and medium towns are particularly ignored in the State’s urban imagination. As per
Census 2011, India has 4,041 cities and towns with an urban local body (ULB) in the form of a
Municipal Corporation, Municipal Council or Nagar Panchayat. However, national-level urban
programmes such as the Smart Cities Mission and the Atal Mission for Rejuvenation and Urban
Transformation (AMRUT) only benefit a fraction of them. Most ULBs are struggling to carry out
basic functions because of a lack of financial and human capacity. Further, with untrammelled
urbanisation, they are facing more challenges due to the degradation of urban ecological
commons.

Hence, we need new ways to promote the sustainable development of India’s small and medium
towns. In the context of the present employment crises, it is worthwhile considering to introduce
an employment guarantee programme in urban areas. Along with addressing the concerns of
underemployment and unemployment, such a programme can bring in much-needed public
investment in towns to improve the quality of urban infrastructure and services, restoring urban
commons, skilling urban youth and increasing the capacity of ULBs.

Everyone is afraid of data

The idea of an urban employment programme is gaining traction in political and policy debates.
According to multiple reports, it could be a key agenda of a possible Common Minimum
Programme of the Opposition parties for the 2019 general election. In Madhya Pradesh, the new
State government has launched the “Yuva Swabhiman Yojana” which provides employment for
both skilled and unskilled workers among urban youth.

What shape an urban employment guarantee programme should take can be widely debated.
We have offered one proposition in the policy brief “Strengthening Towns through Sustainable
Employment” (https://bit.ly/2utJlL0), which was published recently by the Centre for Sustainable
Employment, Azim Premji University. Such a programme would give urban residents a statutory
right to work and thereby ensure the right to life guaranteed under Article 21 of the Constitution.
To make it truly demand-driven, we have proposed that the ULB receives funds from the Centre
and the State at the beginning of each financial year so that funds are available locally. Wages
would be disbursed in a decentralised manner at the local ULB.
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Given the State’s relative neglect of small and medium towns and to avoid migration to big cities,
such a programme can cover all ULBs with a population less than 1 million. Since it is an urban
programme, it should have a wider scope than the the Mahatma Gandhi National Rural
Employment Guarantee Act (MGNREGA); this would provide employment for a variety of works
for people with a range of skills and education levels. We emphasise that it would not come at
the expense of MGNREGA but rather the two would go hand-in-hand.

Urban informal workers with limited formal education would benefit from this programme. They
can undertake standard public works such as building and maintenance of roads, footpaths and
bridges for a guaranteed 100 days in a year, at 500 a day. We have also proposed a new set of
“green jobs” which include the creation, restoration/rejuvenation, and maintenance of urban
commons such as green spaces and parks, forested or woody areas, degraded or waste land,
and water bodies. Further, a set of jobs that will cater to the “care deficit” in towns by providing
child-care as well as care for the elderly and the disabled to the urban working class have been
included.

Another novel aspect is the creation of a skilling and apprenticeship programme for unemployed
youth with higher education who can sign up for a contiguous period of 150 days (five months),
at 13,000 a month for five months to assist with administrative functions in municipal offices,
government schools, or public health centres, and for the monitoring, measurement, or
evaluation of environmental parameters.

While the first category of work is aimed at providing additional employment opportunities and
raising incomes for those in low-wage informal work, the second category is to provide educated
youth experience and skills that they can build-on further. We estimate that such a programme
will cost between 1.7-2.7% of GDP per year depending on design, and can provide work
opportunities to around 30-50 million workers. In light of the 74th Amendment, this programme
should be administered by the ULB in a participatory manner by involving ward committees.

Our proposal provides strong transparency and accountability structures — proactive disclosure
of information based on Section 4 of the RTI Act, proactive measures through mandatory
periodic social audits, public hearing and reactive measures through a “Right to Timely
Grievance Redressal” for workers.

An urban employment guarantee programme not only improves incomes of workers but also has
multiplier effects on the economy. It will boost local demand in small towns, improve public
infrastructure and services, spur entrepreneurship, build skills of workers and create a shared
sense of public goods. Hence, the time is ripe for an employment guarantee programme in
urban India.

Amit Basole and Rajendran Narayanan work at Azim Premji University, Bangalore. Mathew
Idiculla is a consultant with the Centre for Sustainable Employment.
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Source : www.thehindu.com Date : 2019-04-05

PATHWAYS TO AN INCOME GUARANTEE
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

The idea of a minimum income guarantee (MIG) has caught up with political parties. A MIG
requires the government to pay the targeted set of citizens a fixed amount of money on a regular
basis. With the promise of the Nyuntam Aay Yojana (NYAY) by the Congress party, it is clear
that the MIG is going to be a major political issue for the coming general election. A limited
version of the MIG in the form of the PM KISAN Yojana is already being implemented by the
NDA government at the Centre. State governments in Odisha and Telangana have their own
versions of the MIG.

NYAY is the most ambitious of these MIG schemes. It promises annual income transfers of
72,000 to each of the poorest five crore families comprising approximately 25 crore individuals. If
implemented, it will cost the exchequer 3.6 lakh crore per annum.

Several questions arise. Is there a case for additional spending of such a large sum on the
poor? The answer is yes. Can government finances afford it? No. Even if the government can
mobilise the required sum, is the scheme a good way of spending money on the poor? No.

Many landless labourers, agricultural workers and marginal farmers suffer from multi-
dimensional poverty. Benefits of high economic growth during the last three decades have not
percolated to these groups. Welfare schemes have also failed to bring them out of destitution.
They have remained the poorest of Indians. Contract and informal sector workers in urban areas
face a similar problem. Due to rapid mechanisation of low-skill jobs in the construction and retail
sectors, employment prospects for them appear increasingly dismal.

These groups are forced to borrow from moneylenders and adhatiyas (middlemen) at usurious
rates of 24-60% per annum. For instance, for marginal and small farmers, institutional lending
accounts for only about 30% of their total borrowing. The corresponding figure for landless
agricultural workers is even worse at 15%. There is a strong case for direct income transfers to
these groups. The additional income can reduce their indebtedness and help them get by
without falling into the clutches of the moneylender.

Maximum gambit: on Congress' minimum income pledge

However, the fiscal space is limited. The Congress’s scheme will cost about 1.92% of the GDP.
No government can afford it unless several existing welfare schemes are converted into direct
income transfers, or the fiscal deficit is allowed to shoot up way above its existing level, 3.4% the
GDP.

The welfare of the poor and downtrodden trumps concerns over the fiscal burden. Nonetheless,
the form of an income transfer scheme should be decided carefully. We know very little about
the aggregate effects of unconditional cash transfers at the large scale conceived under NYAY.

On the one hand, income transfers will surely reduce income inequalities and help bring a large
number of households out of the poverty trap or prevent them from falling into it in the event of
shocks such as illness or death of an earner. The poor spend most of their income, and a boost
in their income will provide a boost to economic activities by increasing overall demand. On the
other hand, large income transfers can be inflationary, which will hurt the poor more than the
rich.
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The effect of cash transfers on the workforce is also a moot point. In principle, the income
supplement can come in handy as interest-free working capital for several categories of
beneficiaries such as fruit and vegetable vendors and small artisans, and promote their
businesses and employment. At the same time, large cash transfers can result in withdrawal of
beneficiaries from the labour force. A MIG can also provide legitimacy to the state’s withdrawal
of provisions of the basic services.

There are very few studies on these issues. Existing studies have dealt with limited income
transfers to only a small set of the poor. In the absence of empirical evidence regarding the
aggregate effects of large income transfers, it will be irresponsible to dismiss the concern over
such issues as elitist.

For one, the scheme should be launched in incremental steps. An income support of, say,
15,000 per annum can be a good start. This amount equals 30% of the annual income of
marginal farmers; and more than one-fourth of the average consumption of the poorest 40% of
households. Studies show that even a small income supplement can improve nutrient intake at
high levels of impoverishment. Besides, it can increase school attendance for students coming
from poor households. This would mean improved health and educational outcomes, which in
turn will make the working population more productive. Moreover, with a modest income support
the risk of beneficiaries opting out of the workforce will also be small.

Besides, a moderate income support can be extended to a larger set of poor households. For
the lowest 40% (about 10 crore households), income is less than their consumption expenditure.
In other words, on an average these households have to borrow to meet their expenses. These
people can surely do with additional income support.

According to the Socio-Economic and Caste Census (SECC) 2011, around six crore households
suffer from multidimensional poverty. These include the homeless, tribal groups, the landless,
families without an adult bread-earner or a pucca house. Within this group it is almost impossible
to exactly identify the poorest five crore households to be covered under the NYAY.

However, the SECC along with the Agriculture Census of 2015-16 can help identify a larger set
of poor based on verifiable criteria; namely, multidimensional poverty, landlessness and the
marginal farmer. Together, these criteria cover the bottom 40%, approximately 10 crore
households. Drawing upon the experiences with the poor-centric welfare schemes such as
MNREGA, Saubhagya and Ujjwala and PM-KISAN, datasets can be prepared and used to
update the list of needy households.

For these 10 crore households, to start with, the scheme will require 1.5 lakh crore per annum.
The PM KISAN Yojana can be aligned to meet a part of the outlay. Moreover, the tax collection
would need to be increased by reintroducing the tax for the super-rich. Nonetheless, the
required amount is beyond the Centre’s fiscal capacity at the moment. Therefore, the cost will
have to be shared by the States. Still the scheme would have to be rolled out in phases, as was
done for MGNREGA.

All considered, no income transfer scheme can be a substitute for universal basic services. The
direct income support to the poor can deliver the intended benefits only if it comes as a
supplement to the public services such as primary health and education. This means that direct
transfers should not be at the expense of public services for primary health and education.
Moreover, universal health and life insurance are equally important, and so is the case with crop
insurance. Each year, medical shocks and crop failures push many families into the poverty trap.
The scope of Ayushman Bharat needs to be expanded to include outdoor patient treatments.
The PM Fasal Bima Yojana can be made more comprehensive by providing free and wider
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insurance coverage.

There is a strong case for spending 3.6 lakh crore on the poor. But let’s do so carefully.

Ram Singh is a Professor at the Delhi School of Economics
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Source : www.economictimes.indiatimes.com Date : 2019-04-09

RESERVE BANK OF INDIA ISSUES NORMS FOR BANKS
TO SET UP CURRENCY CHESTS

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

MUMBAI: The Reserve Bank of India on Monday came out with guidelines for banks to set up
new currency chests, which include minimum area of 1,500 square feet for strong room. "Area of
the strong room/ vault of at least 1,500 sq ft. For those situated in hilly/ inaccessible places, the
strong room/ vault area of at least 600 sq ft," the RBI said while specifying minimum standards
for setting up new currency chests.

Besides, the new chests should have a processing capacity of 6.6 lakh pieces of banknotes per
day.

For those situated in the hilly/ inaccessible places, capacity of 2.1 lakh pieces of banknotes per
day.

Earlier, a RBI appointed committee had recommended that the apex bank should encourage
banks to open large currency chests with modern facilities and Chest Balance Limit (CBL) of at
least Rs 1,000 crore.

The central bank further said the currency chests should have CBL of Rs 1,000 crore, subject to
ground realities and reasonable restrictions, at the discretion of the Reserve Bank.

As per the RBI's annual report of 2017-18, the currency management infrastructure consists of a
network of 19 issue offices of the Reserve Bank, 3,975 currency chest and 3,654 small coin
depots of commercial, co-operative and regional rural banks spread across the country.
MUMBAI: The Reserve Bank of India on Monday came out with guidelines for banks to set up
new currency chests, which include minimum area of 1,500 square feet for strong room. "Area of
the strong room/ vault of at least 1,500 sq ft. For those situated in hilly/ inaccessible places, the
strong room/ vault area of at least 600 sq ft," the RBI said while specifying minimum standards
for setting up new currency chests.

Besides, the new chests should have a processing capacity of 6.6 lakh pieces of banknotes per
day.

For those situated in the hilly/ inaccessible places, capacity of 2.1 lakh pieces of banknotes per
day.

Earlier, a RBI appointed committee had recommended that the apex bank should encourage
banks to open large currency chests with modern facilities and Chest Balance Limit (CBL) of at
least Rs 1,000 crore.

The central bank further said the currency chests should have CBL of Rs 1,000 crore, subject to
ground realities and reasonable restrictions, at the discretion of the Reserve Bank.

As per the RBI's annual report of 2017-18, the currency management infrastructure consists of a
network of 19 issue offices of the Reserve Bank, 3,975 currency chest and 3,654 small coin
depots of commercial, co-operative and regional rural banks spread across the country.
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Source : www.economictimes.indiatimes.com Date : 2019-04-10

GST COLLECTION: DIRECT TAX MOP-UP MAY FALL
SHORT OF RS 50,000 CRORE IN FY'19, SAYS OFFICIAL

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting

NEW DELHI: The government is estimated to have witnessed a shortfall of Rs 50,000 crore in
direct tax collection target of Rs 12 lakh crore for 2018-19, a senior finance ministry official said
Tuesday.

The shortfall in direct tax mop-up coupled with lower GST realisation may have implications on
fiscal deficit, which the government has pegged at 3.4 per cent of the GDP.

"Direct tax collection for 2018-19 is around Rs 11.5 lakh crore...," the official said.

The government had revised the direct tax collection target upwards to Rs 12 lakh crore from the
original Budget Estimate of Rs 11.5 lakh crore for 2018-19. It was expecting higher collections
from corporate taxes.

he revision was made during the interim Budget for 2019-20 in February.

The target for GST collection was revised downwards to Rs 6.44 lakh crore from the Budget
Estimate of Rs 7.44 lakh crore.

The GST mop-up is also estimated to have missed the revised target. The GST Council had
reduced tax rates on several items during 2018-19.
NEW DELHI: The government is estimated to have witnessed a shortfall of Rs 50,000 crore in
direct tax collection target of Rs 12 lakh crore for 2018-19, a senior finance ministry official said
Tuesday.

The shortfall in direct tax mop-up coupled with lower GST realisation may have implications on
fiscal deficit, which the government has pegged at 3.4 per cent of the GDP.

"Direct tax collection for 2018-19 is around Rs 11.5 lakh crore...," the official said.

The government had revised the direct tax collection target upwards to Rs 12 lakh crore from the
original Budget Estimate of Rs 11.5 lakh crore for 2018-19. It was expecting higher collections
from corporate taxes.

he revision was made during the interim Budget for 2019-20 in February.

The target for GST collection was revised downwards to Rs 6.44 lakh crore from the Budget
Estimate of Rs 7.44 lakh crore.

The GST mop-up is also estimated to have missed the revised target. The GST Council had
reduced tax rates on several items during 2018-19.
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Source : www.economictimes.indiatimes.com Date : 2019-04-10

FISCAL DEFICIT: INDIA MEETS FISCAL DEFICIT
TARGET OF 3.4% VIA SPENDING CUTS

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting

NEW DELHI: India has met the fiscal deficit target of 3.4 percent of gross domestic product in
2018/19 fiscal year ended March 31, by cuts in state spending and higher borrowings from small
savings funds, a government source told reporters on Tuesday.

The government missed the tax collections target by over 1 trillion rupees ($14.41 billion),
including about 500 billion rupees shortfall in income tax receipts, said the source, who
requested anonymity.

The official declined to share further details about expenditure cuts in the fund allocations to
different ministries.
NEW DELHI: India has met the fiscal deficit target of 3.4 percent of gross domestic product in
2018/19 fiscal year ended March 31, by cuts in state spending and higher borrowings from small
savings funds, a government source told reporters on Tuesday.

The government missed the tax collections target by over 1 trillion rupees ($14.41 billion),
including about 500 billion rupees shortfall in income tax receipts, said the source, who
requested anonymity.

The official declined to share further details about expenditure cuts in the fund allocations to
different ministries.
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Source : www.thehindu.com Date : 2019-04-12

INDIA STARES AT A PILE OF SOLAR E-WASTE
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

By 2050, India will likely stare at a pile of a new category of electronic waste, namely solar e-
waste, says a study made public on Thursday. Currently, India’s e-waste rules have no laws
mandating solar cell manufacturers to recycle or dispose waste from this sector.

“India’s PV (photovoltaic) waste volume is estimated to grow to 200,000 tonnes by 2030 and
around 1.8 million tonnes by 2050,” said the study by Bridge To India (BTI), an energy
consultancy firm.

India is among the leading markets for solar cells in the world, buoyed by the government’s
commitment to install 100 GW of solar power by 2022. So far, India has installed solar cells for
about 28 GW and this is largely from imported solar PV cells.

Solar cell modules are made by processing sand to make silicon, casting silicon ingots, using
wafers to create cells and then assembling them to make modules.

India’s domestic manufacturers are largely involved in assembling cells and modules.

These modules are 80% glass and aluminium, and non-hazardous. Other materials used,
including polymers, metals, metallic compounds and alloys, and are classified as potentially
hazardous, says the study.

“India is poorly positioned to handle PV waste as it doesn’t yet have policy guidelines on the
same…a lack of a policy framework is coupled with the fact that even basic recycling facilities for
laminated glass and e-waste are unavailable. Despite the e-waste regulation being in place for
over seven years, only less than 4% of estimated e-waste is recycled in the organised sector as
per the latest estimates from the Central Pollution Control Board,” say the authors of the report.

“While the solar sector continues to grow robustly, there is no clarity on solar waste
management in India,” said Vinay Rustagi, Managing Director, BTI.
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Source : www.thehindu.com Date : 2019-04-12

HIGH STOCK OF NON-PERFORMING ASSETS IN INDIA,
MORE PROGRESS NEEDED: IMF

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

Progress card:IMF head of Monetary and Capital Markets Tobias Adrian briefs the media at the
IMF headquarters.afp  

There continues to be a high stock of non-performing assets (NPAs) in India, and there has
been some progression. Further progress is welcome, IMF head of Monetary and Capital
Markets Tobias Adrian said.

Mr. Adrian made these remarks at the release of the multilateral institution’s April 2019 Global
Financial Stability Report (GFSR) as part of the World Bank IMF Spring Meetings.

The GFSR provides an assessment of balance sheet vulnerabilities across financial and non-
financial sectors in advanced and emerging market economies.

“The level of capitalisation of some banks, particularly government-owned banks should be
bolstered. This is also one of the recommendations of the Financial Sector Assessment Program
for India that took place fairly recently,” Anna Ilyina, who heads Monetary and Capital Markets at
the IMF, said. There were some steps taken by the authorities to boost capital buffers in banks
and also governments in state-owned banks, that have had some positive impact, she said.

“In particular we’ve seen average price-to-book ratios for Indian banks improving somewhat and
the institutional mechanisms for resolution and recognition of [non-performing loans] NPLs are,
of course, extremely important… and I think authorities should continue working along these
lines,” Ms. Ilyina said.

Portfolio flows to emerging markets are influenced by benchmark-driven investors — 70% of
country allocations of investment funds are impacted by benchmark indices, the report said.

This category of investors are more sensitive to global financial conditions and as they
command increasing shares of portfolio flows, external shocks may propagate to medium-size,
and frontier market economies faster than they did in the past.

China, a priority

China is likely to become more important for other emerging markets as it gets included in
benchmark indices. Portfolio flows to China are expected to increase by $150 billion by 2020
due to its inclusion in a global bond index, according to the report.

“Financial vulnerabilities in China remain high, and the authorities face a difficult trade-off
between supporting near-term growth, countering adverse external shock, and containing
leverage through regulatory tightening,” the report said.
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Source : www.thehindu.com Date : 2019-04-16

NECESSARY STEPS TO ENDING POVERTY
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

It is by now close to 50 years since Indira Gandhi brought the idea of eradicating poverty into the
electoral arena in India. ‘Garibi Hatao’ had been her slogan. She actually took the country some
distance in the promised direction. Though it had not come close to being eradicated in her time,
it was under her leadership that the reduction in poverty commenced, in the late 1960s. And it
was under her leadership again that the reduction accelerated, in the early 1980s. This is not
surprising for she was a pragmatic politician and took pride in being Indian. While the last
attribute motivated her to improve the condition of her people, the first left her aware of the
centrality of income generation in poverty eradication.

The role that income generation actually played in lowering poverty in India may be gauged from
the facts that economic growth had surged in the 1980s, and the late 1960s was when
agricultural production quickened as the Green Revolution progressed.

So, if there had been a focus on poverty even 50 years ago, why have we not seen it end? This
is because the approach of public policy to the problem has been to initiate schemes which
could serve as no more than a palliative, as suggested by the very term ‘poverty alleviation’
commonly used in the discourse of this time. These schemes failed to go to the root of poverty,
which is capability deprivation that leaves an individual unable to earn sufficient income through
work or entrepreneurship. Income poverty is a manifestation of the deprivation, and focussing
exclusively on the income shortfall can address only the symptom.

In the run-up to the elections now, schemes guaranteeing income to the poor through budgetary
transfers have been announced by both the Bharatiya Janata Party (BJP) and the Congress.
Actually, the BJP’s Pradhan Mantri Kisan Samman Nidhi (PM-Kisan), paying farm households
below a threshold 6,000 a year, is already in place. An income-support scheme for any one
section of the population is grossly inequitable. We can think of agricultural labourers and urban
pavement dwellers as equally deserving of support as poor farmers. While it is the case that at
present agricultural subsidies go to farmers alone, these are intended as production subsidies
and so channelled due to the criticality of food production to all.

On the other hand, a welfare programme cannot, ethically speaking, exclude those equally
placed. The BJP’s hurried introduction of its scheme also came with an overshooting of the fiscal
deficit target, suggesting that it involves borrowing to consume, a fiscally imprudent practice.
The PM-Kisan has, however, been dwarfed by the promise of the Nyuntam Aay Yojana (NYAY)
of the Congress, which envisages an annual transfer 12 times greater to the poorest 20%
households. While this scheme is not discriminatory, it is severely challenged by the issue of
beneficiary identification in real time.

Both the schemes on display, but NYAY in particular, have been criticised as running into the
absence of fiscal space. This is really neither the case nor of the essence, the latter being the
role of income transfers in eradicating as opposed to alleviating poverty in India.

Consider NYAY. It is estimated to cost 3.6 lakh crore per annum at current prices. This comes to
approximately 13% of the central budgetary outlay for 2019-20. This expenditure can be
incurred without any consequence for the fiscal deficit if all Centrally Sponsored Schemes are
taken off and subsidies trimmed just a bit. But the point is that at 13% of outlay, NYAY would
amount to more than twice the combined expenditure on health and education and more than
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capital expenditure in the same budget, they being the items of public expenditure that most
impact poverty in the long run. There is an opportunity cost to be acknowledged of an income-
support scheme of this magnitude being implemented while there exists a severe deficit of social
and physical infrastructure in the country.

We have already spoken of poverty as capability deprivation. Health, education and physical
infrastructure are central to the capabilities of individuals, and the extent of their presence in a
society determine whether the poor will remain so or exit poverty permanently. The scale at
which these inputs would be required to endow all Indians with the requisite capabilities makes it
more than likely that we would have to rely on public provision.

In light of a pitch that has been made for the implementation in India of a publicly-funded
universal basic income (UBI) scheme, we can say that from the perspective of eliminating
poverty, universal basic services (UBS) from public sources are needed, though not necessarily
financed through the budget. The original case for a UBI came from European economists. This
is not entirely surprising. Europe is perhaps saturated with publicly provided UBS. Also the state
in some of its countries is immensely wealthy. So if a part of the public revenues is paid out as
basic income, the project of providing public services there will not be affected. This is not the
case in India, where the task of creating the wherewithal for providing public services has not
even been seriously initiated.

There is indirect evidence that the provision of health, education and public services matters
more for poverty than the Central government’s poverty alleviation schemes in place for almost
half a century. Per capita income levels and poverty vary across India’s States. A discernible
pattern is that the southern and western regions of India have lower poverty than the northern,
central and eastern ones. This, very likely, is related to higher human development attainment in
the former. This indicator is based on the health and education status of a population apart from
per capita income, bringing us back to the relevance of income generation to poverty. As the
Central government is common across regions, differences in the human development index
must arise from policies implemented at the State level. This further implies that a nationwide
income support scheme that channels funds from a common pool to households in the poorer
States would be tantamount to rewarding lower effort by their governments.

There is a crucial role for services, of both producer and consumer variety, in eliminating the
capability deprivation that is poverty. As these services cannot always be purchased in the
market, income support alone cannot be sufficient to eliminate poverty. It is in recognition of the
role of services in enabling people to lead a productive and dignified life that the idea of multi-
dimensionality has taken hold in the thinking on poverty globally. At a minimum these services
would involve the supply of water, sanitation and housing apart from health and education. It has
been estimated that if the absence of such services is accounted for, poverty in India would be
found to be far higher than recorded at present. The budgetary implication of the scale at which
public services would have to be provided if we are to eliminate multi-dimensional poverty may
now be imagined. This allows us to appraise the challenge of ending effective poverty and to
assess the potential of the income-support schemes proposed by the main political parties.
There are no short cuts to ending poverty, but ending it soon is not insurmountable either.

Pulapre Balakrishnan is Professor, Ashoka University, Sonipat and Senior Fellow, IIM
Kozhikode
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Source : www.economictimes.indiatimes.com Date : 2019-04-16

NPCI MULLS USING BLOCKCHAIN SOLUTION TO
STRENGTHEN DIGITAL PAYMENTS

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

NEW DELHI: Payments network NPCI is considering using highly scalable blockchain solution
to further strengthen digital payments, which have seen an exponential growth in recent times.

A blockchain or distributed ledger is a continuously growing list of encrypted transactions called
blocks. A block may contain any type of data such as unique digital identifiers of physical
products

The National Payments Corporation of India (NPCI) is an umbrella organisation for all retail
payments in India. It was set up with the guidance and support of the Reserve Bank of India and
the Indian Banks Association (IBA).

Promoted by 10 banks in India under the aegis of the IBA, it aims to become the "best payments
network globally". Presently, 56 banks are shareholders of NPCI.

"NPCI intends to develop a resilient, real time and highly scalable blockchain solution. It is
proposed to develop this solution using an open source technology/ framework/solution," it said
in a notification.

In this regard, the NPCI has floated an Express of Interest (EOI) in order to enable bidders to
propose their capability for developing distributed ledger technology/ blockchain in the payment
domain.

As per a recent report of global consultancy firm PwC, India would be one of the world's
blockchain leaders by 2023.

"Blockchain stores information about transactions between users in a way that can be tracked
by any user for forever for maximum transparency. This gives visibility which can lead to greater
efficiency by automating or confirming transactions and increasing liquidity in the supply chain,"
said Innefu Labs Co-Founder Tarun Wig.

NPCI has invited bids for selection of Liaisoning Consultant (LC) to acquire various End-to-End
Statutory permissions for Construction of Captive Data Center (CDC) in Chennai and
Hyderabad.

NPCI provides services like cheque clearance and facilitates digital payments.
It has developed Unified Payments Interface (UPI), an instant payment system.

UPI is fast gaining traction in the country with total payments through it soaring to Rs 1.33 lakh
crore in March 2019 from a meagre Rs 3.1 crore in August 2016.
NEW DELHI: Payments network NPCI is considering using highly scalable blockchain solution
to further strengthen digital payments, which have seen an exponential growth in recent times.

A blockchain or distributed ledger is a continuously growing list of encrypted transactions called
blocks. A block may contain any type of data such as unique digital identifiers of physical
products
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The National Payments Corporation of India (NPCI) is an umbrella organisation for all retail
payments in India. It was set up with the guidance and support of the Reserve Bank of India and
the Indian Banks Association (IBA).

Promoted by 10 banks in India under the aegis of the IBA, it aims to become the "best payments
network globally". Presently, 56 banks are shareholders of NPCI.

"NPCI intends to develop a resilient, real time and highly scalable blockchain solution. It is
proposed to develop this solution using an open source technology/ framework/solution," it said
in a notification.

In this regard, the NPCI has floated an Express of Interest (EOI) in order to enable bidders to
propose their capability for developing distributed ledger technology/ blockchain in the payment
domain.

As per a recent report of global consultancy firm PwC, India would be one of the world's
blockchain leaders by 2023.

"Blockchain stores information about transactions between users in a way that can be tracked
by any user for forever for maximum transparency. This gives visibility which can lead to greater
efficiency by automating or confirming transactions and increasing liquidity in the supply chain,"
said Innefu Labs Co-Founder Tarun Wig.

NPCI has invited bids for selection of Liaisoning Consultant (LC) to acquire various End-to-End
Statutory permissions for Construction of Captive Data Center (CDC) in Chennai and
Hyderabad.

NPCI provides services like cheque clearance and facilitates digital payments.
It has developed Unified Payments Interface (UPI), an instant payment system.

UPI is fast gaining traction in the country with total payments through it soaring to Rs 1.33 lakh
crore in March 2019 from a meagre Rs 3.1 crore in August 2016.
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Source : www.indianexpress.com Date : 2019-04-23

NEED IS TO EMPOWER BANKING REGULATOR, NOT
CURB RBI’S POWERS

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

© 2019 The Indian Express Ltd.
All Rights Reserved

The writer, an IPS officer, is former head of banking and securities fraud cell of the CBI in
Mumbai.

Mounting Non-Performing Assets (NPAs) in the banking system due to corporate defaults is an
issue of concern for many stakeholders. It has important consequences for the national
economy. When such an issue of public interest is legalistically dealt with in the court as
counter-claims between debtor and creditor, the interest of other stakeholders, especially of
depositors, receives the least attention. This is the general feeling the common public is left with
after the recent judgment of the Supreme Court (SC). It is the money of the depositors that
creditors lend in their fiduciary capacity to debtors and hence, the expectation that the
government, regulator and the adjudicating authorities will keep depositors’ interests supreme.

The pace at which the long-accumulated corporate defaults were getting resolved through the
mechanism established under the Insolvency and Bankruptcy Code (IBC) 2016 was too good to
believe. We appeared to have found a magic wand to enforce the contractual obligation of
debtors and sufficiently empower the creditors. Overall, the IBC has been able to resolve cases
involving debt of Rs 3 lakh crore in the last two years. As per the Ministry of Corporate Affairs,
the mere threat of promoters losing control of their company or a legal proceeding under the IBC
was sufficient to resolve debts worth Rs 1.2 lakh crore without even the need for the Code to
kick in. In the prevailing pessimistic perception of crony capitalism, the faith was restored that we
are capable of administering a legal system in which corporate defaulters face the
consequences. It was the absence of such an effective legal system that forced creditors to find
solutions through criminal proceeding, which was not only time consuming but also took many
genuine business failures along the criminal proceedings’ path.

All this positivity has come to sudden halt with the SC striking down the circular issued by the
RBI in February 2018 as ultra vires of the RBI Act. It appears that the manner in which the
authority was sought to be exercised by the RBI — rather than the authority itself — was the
reason for the order. The Court has taken a view that the regulatory authority exceeded the
statutory authority.

The questions that ought to be answered in this judgment relate to the powers of the RBI in
issuing directions to the bank to “initiate insolvency proceedings” against corporate defaulters
after introduction of Sec 35AA of Banking Regulation (BR) Act through the 2017 amendment.
The RBI’s contention was that the impugned circular was issued drawing powers from Section
21 and Section 35A of the BR Act, which empower the RBI to issue general directions (generic
circulars) to financial institutions. Section 21 empowers the RBI on policies and directions
related to advances and Section 35A to issue directions in public interest. In the eyes of the SC,
the directions issued under the impugned circular are in the nature of a specific direction to the
banks to take the IBC route to resolve defaults. And, after amendment to BR Act in 2017, the
source of power to issue such specific direction is 35AA, and not Sections 21 and 35A.

Did the 2017 amendment that introduced 35AA and 35 AB to the BR Act expand the RBI’s
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powers or restrict them? In the words of the SC, the RBI could have issued such directions
(contained in the impugned circular) under 21 and 35A before the introduction of 35AA and
35AB, but not after. It is an admission that 35AA severely restricted the regulatory authority of
the RBI. One wonders, whether that was the intention behind the IBC and NCLT.

Now, how easy, time-bound and practicable is it to follow 35AA in letter and spirit? The law as
exists says, “the Central Government may, by order, authorise the Reserve Bank to issue
directions to any banking company or banking companies to initiate insolvency resolution
process in respect of a default, under the provisions of the Insolvency and Bankruptcy Code,
2016.” How did the central government authorise the RBI? The finance ministry when it issued
the notification dated May 5, 2017, authorised the RBI to issue such directions only in respect of
“a default” under the Code. What is the interpretation of “a default”? Is it a category of default or
specific default by specific debtor? The SC order makes it clear that the RBI can direct banking
institutions to move under the IBC only (a) if there is a central government authorisation to do
so; and (b) that it should be in respect of specific default of specific debtor.

The statement of intent when enacting the BR Act in 1949 says it was meant for the protection of
depositors’ interests. Hence, the expansive and generic powers granted to the RBI under 21 and
35A. Alas, when the need of the hour is to affirm the authority of the regulator, the subsequent
amendments, notifications issued and their legalistic interpretation have circumscribed the
regulator. One can imagine the complexity of getting the authorisation of the Ministry of Finance
specific to defaults and specific to defaulters. Does it not give undue discretion to the ministry to
interpret defaults and defaulters? Will that eliminate or encourage crony capitalism? We have
miles to go before we resolve the thousands of NPAs running to more than Rs 12 lakh crore. It is
hoped that the authorities concerned will restore public confidence by assigning supremacy to
public interest when it comes to regulating banking companies.

This article first appeared in print under the headline: ‘Issued (not) in the public interest’

The writer, an IPS officer, is former head of banking and securities fraud cell of the CBI in
Mumbai
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Source : www.thehindu.com Date : 2019-04-23

WARMING UP TO THE HEAT FROM THE SUN
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

Hot idea:Solar thermal is not new to Industry. TTK Prestige put up a system (above) years ago
at its Salem pressure cooker plant. But adoption across industry has been tepid.M. Ramesh  

At the mention of ‘solar’, most of us think about arrays of blue, sun-facing panels that generate
electricity. That is because ‘solar photovoltaic’, for historical reasons, grew very fast, in India and
elsewhere, and became ubiquitous. But there is another ‘solar’, simpler and traditional, which is
known to give a better bang for every buck invested. To wit, ‘solar thermal’.

‘Solar PV’ works by photons in sun’s rays knocking off electrons in the semi-conducting material
in the panels and channels them through a wire—the stream of electrons is electricity. Solar PV,
therefore, works best where there is lot of sunlight. Solar thermal systems, in contrast, suck up
sun’s heat and conduct it to where it is needed – such as for drying of spices or fish or wet paint.

Use of collectors

Just as we call the sun-facing photovoltaic sheets ‘panels’ or ‘modules’, in solar thermal the stuff
that lies open to sun are called ‘collectors’ and are measured in terms of square metres. They
come in different forms, but primarily, as tubes, flat plates or reflectors that focus sunlight on to a
heat-picking ‘thermic fluid’. The interesting aspect of these solar collectors is their juicy
economics. Chidambaram Palaniappan, who has a PhD in solar drying and runs a solar thermal
company called Sun Best, which supplies tube-based systems, provides some telling data. He
says that 100 sq m of collector area can generate heat energy of 40 kW, and costs about Rs.
7.5 lakh.

Comparatively, to generate 40 kW of electric energy it would cost some Rs. 20 lakh. Another
expert, Siddharth Malik, Managing Director of Megawatt Solutions (which makes reflector-based
systems,) compares solar thermal with coal and diesel.

He says to produce a thousand units (kWhr) of electricity using diesel, it costs $100; with solar
thermal you could do it in $15. One big reason for this is, in solar PV, there is some loss in
conversion of light energy into electric energy, whereas in solar thermal, there is no
conversion—it is just heat all through.

Now, there is nothing esoteric about using sun’s heat for drying. Solar water heaters, for
instance, have been around for long. If you go to Shirdi or Tirupathi and peep into the kitchens,
you would see solar thermal used for cooking meals for thousands of pilgrims.

Even the use of solar heat in industries is not uncommon. For instance, the cycle manufacturer,
TI Cycles, has been using it for drying paint for nearly a decade. TTK Prestige put up a system
(pictured here) years ago on the roof of its Salem plant that makes pressure cookers. But the
adoption of solar thermal has been tepid, relative to its potential.

Experts reason that the earlier systems were expensive and the bang they gave vis-a-vis the
incumbent, fossil-fuel based systems was not that high.

But just as it began to become cheaper, ‘solar PV’ took off in a major way, due to precipitous fall
in module prices (due, in turn, to over supply from China). Users and financiers learned solar PV
fast and became comfortable with it; solar thermal just fell behind, lost mindshare.
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Picking up only now

Good news is that it is picking up now. The not-so-good news is that it is still not growing as fast
as it could. Jaideep Malaviya, an expert with solar market research and communications agency
called Solrico, has estimated that India’s solar thermal industry grew 18 per cent in 2018, slower
than in 2017, when it jumped 26%; Siddharth Malik feels that the “absolute minimum” growth
ought to be 100%.

The question therefore is, how to ginger up things?

A good first step would be to get the government to also pay solar thermal as much attention as
solar PV. Well, there is a 30% subsidy for solar thermal equipment, but ironically, as every
expert that The Hindu has spoken to says it only hinders rather than help.

Customers see the subsidy on paper and want to avail themselves of it, while the administration
of the subsidy is so complex that it tires them out. The industry would rather not have it at all.
“Subsidy is killing, it causes a lot of heartburn,” says Dr. Palaniappan.

Mr. Malaviya suggests that the subsidy scheme be retooled so that it is given to Indian
manufacturers, in order to encourage local production rather than in China.

Key user missing

The meat lies in getting the highest potential user — the industry — to adopt solar thermal.
Industry’s role is so well recognised that it has given birth to an acronym ‘SHIP’, which stands for
‘solar heating for industrial processes’.

But solar thermal is space-consuming and in a given space, industries tend to use it for the old-
familiar, the PV. A move to convince the industry to give solar thermal a shot has emerged in the
form of a ‘solar payback project’, funded by the German ‘International Climate Initiative’.

The project aims to promote SHIP in India, South Africa, Mexico and Brazil, and the report on
where India should first focus is due soon. Mr. Malaviya, who’s involved with the project, says
the report has identified three areas — dairy, food processing and pharmaceuticals, and auto
components, for early adoption of solar heating.

The dairy sector has tee’d off — biggies such as Hatsun Agro and Amul have begun using
steam produced with sun’s heat in their processes. (Hatsun fancifully calls its product ‘solar ice-
cream’.) There are 1,200-odd milk processors; they need most of their energy in the form of
heat.

So the ball is rolling, but it needs a good kick towards the goal post. The trick lies in getting the
industry deliver the kick. Experts believe that in due course the example set by the early
adopters will get more following.

Technology is mature enough on the collectors side, though, according to Mr. Malaviya, in
concentrated solar thermal, it could do with some improvements in the trackers, devices that
keep the dishes facing the sun. Today’s solar thermal plants are capable of producing heat of
even around 250 degrees celsius. Once the comfort level goes up, financiers would grow more
confident and will chip in, because the returns are decent — upwards of 22%, according to Mr.
Malik.

Opex model coming up
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As funds flood in, companies like Sun Best and Megawatt Solutions can do the ‘opex model’,
where they own the equipment and the user industry pays only for the heat delivered. Common
in solar PV, the ‘opex model’ is beginning to happen in thermal, but it needs financial fuel for
growth. Solar thermal is a fledgling industry, of limitless potential. In the industry there is a
resounding call for the government to be the springboard.

Dr. Palaniappan remembers an idea that used to be floating in the bureaucracy many years ago,
for setting up a ‘Centre for Solar Drying’. Bring it back, he says. Using the sun for heating is as
old as civilisation — solar thermal is, therefore, just going back to basics.

When the comfort level with solar thermal plants goes up, financiers will chip in; because
the returns can be upwards of 22%
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Source : www.thehindu.com Date : 2019-04-25

RBI DIVESTS ITS ENTIRE STAKE IN NABARD, NHB
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

The Reserve Bank of India (RBI) has divested its entire stake held in National Housing Bank
(NHB), the regulator for housing finance companies, and National Bank for Agriculture and Rural
Development (Nabard) to the government, which now holds 100% in these entities.

The transactions were completed on February 26 (Nabard) and March 19 (NHB).

RBI had 100% shareholding in NHB, which was divested for Rs. 1,450 crore.

The Nabard stake was divested in two phases — RBI had 72.5% stake in Nabard amounting to
Rs. 1,450 crore, out of which 71.5%, worth Rs. 1,430 crore was divested in October 2010 and
the residual shareholding was divested on February 26 this year for Rs. 20 crore.

“Divestment of RBI’s stake in NABARD and NHB has its basis in the recommendation of
Narasimham Committee II and the Discussion Paper prepared by RBI on Harmonizing the Role
and Operations of Development Financials Institutions and Banks,” the Reserve Bank of India
said.
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Source : www.thehindu.com Date : 2019-04-29

PUBLIC SECTOR BANKS’ LONG-TERM STRATEGY ON
JAN DHAN BEGINS TO PAY OFF

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

Bigger share:Public sector banks make up an overwhelming72.5% of the total number of Jan
Dhan accounts.pti  

Public sector banks stand to earn as much as Rs. 5,000 crore due to the increasing quantum of
deposits placed in Jan Dhan accounts, and can vastly monetise this resource once they start
implementing advanced analytics and begin lending to these customers, according to industry
players and analysts.

Over the last three years, the number of Jan Dhan beneficiaries has risen from 22 crore to 35
crore, as of April 10, 2019. This represents a growth of nearly 60% over the three years. The
growth in the number of accounts has been pretty steady over the last three years, with the
demonetisation year of 2016-17 seeing the fastest growth of about 27%, which then
subsequently slowed to a nevertheless robust 10% in 2017-18 and 12% in 2018-19.

Deposits, however, have seen a much stronger growth rate over this period. The total quantum
of deposits in Jan Dhan accounts has grown from a little more than Rs. 36,000 crore in April
2016 to Rs. 98,400 crore in April 2019, a growth of more than 2.5 times.

Demonetisation, as expected, resulted in a rapid increase in the quantum of deposits soon after
the announcement. Deposits surged 66% from about Rs. 44,500 crore in mid-October 2016 to
Rs. 74,000 crore by mid-December 2016.

To put this in perspective, the growth in the same two-month period of the subsequent year was
just 4.6%. Deposit levels declined over the next five months to fall to as low as Rs. 64,500 by
June 2017, but have been consistently growing since then.

Rising balances

“The story is how average balances are consistently rising,” Saurabh Tripathi, senior partner and
leader of the Asia Pacific Financial Institutions Practice at the Boston Consulting Group said.

“A balance of about Rs. 1 lakh crore is equal to a revenue of Rs. 3,000 crore and maybe up to
Rs. 4,000-Rs. 5,000 crore made by the banks with these accounts. With that amount of revenue,
the banking system can start making it a break-even business, and if they start lending on top of
it, it can really become viable.”

“This is one of those stories where the public sector, because of its ownership, can take a longer
term view while the private sector has a shorter horizon,” Mr. Tripathi added.

This is a view taken by industry players as well, who say that the business of opening and
maintaining Jan Dhan accounts must be viewed in the long-term, and must also be taken in
combination with other activities that see the opening of bank accounts for the poorer sections of
society.

“We have a very strong microfinance programme where we are doing lending via self-help
groups,” Suveer Kumar Gupta, MD and CEO of Shivalik Mercantile Co-operative Bank said.
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“Under that programme, we opened the accounts of marginal sections of society, predominantly
women. These provide banking services to similar sections of society that are targeted by Jan
Dhan.”

“It must also be looked at in the long run, not just on a monthly basis,” Mr. Gupta added. The
data also shows two distinct trends in the Jan Dhan accounts. The first is that the public sector
banks make up an overwhelming 72.5% of the total number of Jan Dhan accounts, and 89.5%
of total deposits. The bulk of the rest are made up by regional rural banks. Private sector banks
make up only 3.3% of the accounts and 3.9% of the deposits.

“For any bank account, the bank has to incur some expenses on opening and maintaining it
regardless of whether there is any balance in the account or not,” Vishwas Utagi, former
Secretary in the All India Bank Employees Association said. “That’s why Jan Dhan accounts are
compulsory for the government-owned banks, but they have not made it compulsory for the
private sector banks.”
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