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A PANDEMIC IN AN UNEQUAL INDIA
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

Migrants walk to their villages after the announcement of the nation-wide lockdown near the
Delhi-U.P. border. PTI  

If the COVID-19 pandemic lashes India with severity, it will not be just the middle class who will
be affected. India’s impoverished millions are likely to overwhelmingly bear the brunt of the
suffering which will ensue. The privileged Indian has been comfortable for too long with some of
the most unconscionable inequalities in the planet. But with the pandemic, each of these
fractures can decimate the survival probabilities and fragile livelihoods of the poor.

The measures adopted by the government to stymie the progress of the virus were first to
introduce a ‘work from home’ measure, to urge people to wash their hands frequently, physical
distancing, and then an unprecedented 21-day lockdown.

Coronavirus | Treat migrants humanely, Supreme Court tells officials

Public health experts are divided about whether this lockdown was absolutely necessary and
indeed implementable. It should have been clear that a total lockdown was possible only for the
rich and the middle class with assured incomes during the period, homes with spaces for
distancing, health insurance and running water supply. But how can we justify the choice of a
strategy which throws the dispossessed, who lack all of the above, to both hunger and infection?

When ordering the lockdown, did the government not remember the millions of informal workers
and destitute people who would have no work if they stayed home, many of them circular
migrants, estimated at 100 million? These include casual daily-wage workers; self-employed
people such as rag-pickers, rickshaw pullers and street vendors; and people forced to survive by
alms.

Many among them are people whose earnings each day barely suffice to enable them to eat and
feed their families. Does the government expect them to voluntarily starve and let their children
die to prevent the spread of the infection? This crisis of hunger is even more dire for older
people without caregivers, and persons with disability. The government also seems to be in
amnesia about hundreds of thousands of children, women and men in every city whose only
home is the pavement or the dirt patches under bridges.

Full coverage | Lockdown displaces lakhs of migrants

Recorded messages on our phones urge us to wash our hands regularly. We forget, however,
that millions live in shanties without water supply, and they buy a pot of water, sometimes for a
fifth of their day’s earnings (irregular incomes which are further decimated by the lockdown).
Regular cleanliness is a remote luxury beyond their means.

We are also advised ‘social distancing’ (physical distancing) and ‘self-isolation’. How is this
feasible for large extended families who crowd into narrow single rooms in slums and working-
class tenements? Or for the homeless people who have no option except to sleep in
overcrowded unsanitary government shelters, veritable breeding centres for infections? Or for
destitute people in beggars’ homes? Indeed, prisoners in overcrowded jails? And I cannot forget
those confined to detention centres in Assam, which are jails within jails.

https://www.thehindu.com/topic/coronavirus/
https://www.thehindu.com/news/national/pm-announces-21-day-lockdown-as-covid-19-toll-touches-10/article31156691.ece
https://www.thehindu.com/topic/coronavirus/
https://www.thehindu.com/news/national/coronavirus-treat-migrants-humanely-supreme-court-tells-officials/article31216385.ece?homepage=true
https://www.thehindu.com/specials/lockdown-displaces-lakhs-of-migrants/article31214375.ece
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And then consider the capacity of the health system to deal with the pandemic if (or when) it
actually submerges India. India’s investments in public health are among the lowest in the world,
and most cities lack any kind of public primary health services. A Jan Swasthya Abhiyan
estimate is that a district hospital serving a population of two million may have to serve 20,000
patients, but they are bereft of the beds, personnel and resources to do this. Few have a single
ventilator. India’s rich and middle-classes have opted out of public health completely, leaving the
poor with unconscionably meagre services. The irony is that a pandemic has been brought into
India by people who can afford plane tickets, but while they will buy private health services, the
virus will devastate the poor who they infect and who have little access to health care.

The Union government has announced a package, including additional 5 kg grain a month for
the next three months under the PDS; 500 per month for the next three months for women
holding Jan-Dhan Yojana accounts; three months’ pension in advance to nearly three crore
widows, senior citizens and the differently-abled; and 2,000 more for MGNREGA workers. If you
and I were told that we have to survive on just two days’ salary and 5 kg grain a month, with no
health insurance, how would the future look?

Editorial | Short end of the stick

The visuals of thousands of migrants, suddenly left with no food and work, walking to their
homes hundreds of miles away, dodging the police, until the States were ordered to seal their
borders, showed clearly that the lockdown is ineffective.

Most of the official strategies place the responsibility on the citizen, rather than the state, to fight
the pandemic. The state did too little in the months it got before the pandemic reached India for
expanding greatly its health infrastructure for testing and treatment. This includes planning
operations for food and work; security for the poor; for safe transportation of the poor to their
homes; and for special protection for the aged, the disabled, children without care and the
destitute.

For two months, every household in the informal economy, rural and urban, should be given the
equivalent of 25 days’ minimum wages a month until the lockdown continues, and for two
months beyond this. Pensions must be doubled and home-delivered in cash. There should be
free water tankers supplying water in slum shanties throughout the working days. Governments
must double PDS entitlements, which includes protein-rich pulses, and distribute these free at
doorsteps. In addition, for homeless children and adults, and single migrants, it is urgent to
supply cooked food to all who seek it, and to deliver packed food to the aged and the disabled in
their homes using the services of community youth volunteers.

Coronavirus | Forced to stay back, these workers now battle hunger

To ensure jails are safer, all prison undertrial prisoners, except those charged with the gravest
crimes, should be released. Likewise, all those convicted for petty crimes. All residents of
beggars’ homes, women’s rescue centres and detention centres should be freed forthwith.

India must immediately commit 3% of its GDP for public spending on health services, with the
focus on free and universal primary and secondary health care. But since the need is immediate,
authorities should follow the example of Spain and New Zealand and nationalise private health
care. An ordinance should be passed immediately that no patient should be turned away or
charged in any private hospital for diagnosis or treatment of symptoms which could be of
COVID-19.

While one part of the population enjoys work and nutritional security, health insurance and

https://www.thehindu.com/opinion/editorial/short-end-of-the-stick-on-assistance-to-migrant-workers/article31211587.ece
https://www.thehindu.com/topic/coronavirus/
https://www.thehindu.com/topic/coronavirus/
https://www.thehindu.com/news/cities/Delhi/coronavirus-forced-to-stay-back-these-workers-now-battle-hunger/article31222590.ece?homepage=true
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housing of globally acceptable standards, others survive at the edge of unprotected and
uncertain work, abysmal housing without clean water and sanitation, and no assured public
health care. Can we resolve to correct this in post-COVID India? Can we at least now make the
country more kind, just and equal?

Harsh Mander is a human rights worker, writer and teacher
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FOREIGN TRADE POLICY 2015-2020 EXTENDED FOR
ONE YEAR;
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign Capital, Foreign Trade

& BOP

Ministry of Commerce & Industry

Foreign Trade Policy 2015-2020 extended for one year;

Other immediate relief measures also announced

Posted On: 31 MAR 2020 8:53PM by PIB Delhi

The Union Commerce and Industry Ministry today announced changes in the Foreign Trade
Policy (FTP) of Government of India. The present Policy which came into force on 1st April,
2015, is for 5 years and has validity upto 31st March, 2020. In view of the unprecedented current
situation arising out of the pandemic Novel COVID-19, the Govt. has decided to continue relief
under various export promotion schemes by granting extension of the existing Foreign Trade
Policy by another one year i.e. up to 31st March, 2021. Several other relief measures have also
been announced to support trade and industry. Salient points of the changes made in the FTP
are as follows:

To provide continuity in the policy regime, the current FTP, valid till 31.03.2020 has been
extended till 31.03.2021. Similar extension is made in the related procedures, by extending
validity of Hand Book of Procedures.

1.

Benefit under all the Export Promotion Schemes (except SEIS) and other schemes,
available as on date, will continue to be available for another 12 months.Decision on
continuation of SEIS will be taken and notified subsequently.

2.

Similarly, validity period of the Status Holder Certificates is also extended. This will enable
the Status Holders to continue to avail the specified facilities/benefits.

3.

Exemption from payment of IGST and Compensation Cess on the imports made under
Advance/EPCG Authorisations and by EOUs etc. has been extended up to 31.03.2021.

4.

The scheme for providing “Transport Marketing Assistance on the specified Agricultural
Products” is further extended for one year.

5.

Validity period for making imports undervarious duty free import authorizations
(AA/DFIA/EPCG) expiring between 01.02.2020 and 31.07.2020,has been allowed
automatic extension for another six months from the date of expiry, without requirement of
obtaining such endorsement on these authorizations.

6.

Whereever the period to make export is expiring between 01.02.2020 and 31.07.2020
under various authorizations, automatic extension in the export obligation period is allowed
for another six months from the date of expiry, without payment of any composition fee.

7.

Last dates for applying for various duty credit Scrips (MEIS/SEIS/ROSCTL) and other
Authorisations have been extended.

8.

Time lines for imposing late cuts, on the applications which are filed after the prescribed
dates, have been relaxed.

9.

Validity period of Letter of Permission/ Letter of Intent as granted to EOUs, units in
STPs/EHTPs/BTPs is further extended up to 31st December, 2020.

10.
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Last date of filing applications for refund of TED/Drawback, Transport and Marketing
Assistance has been extended.

11.

Extension in time has been allowed for filing various Reports/Returns etc. under various
provisions of the FTP.

12.

******

YB/AP           

(Release ID: 1609704) Visitor Counter : 390
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THE DELHI EXODUS: WHAT WE FAILED TO LEARN
FROM 1889 AND 1900

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

In early 1900, the city of Kanpur saw a case of plague discovered in the area of Nawabganj,
which triggered the evocation of the newly legislated ‘Epidemic Diseases Act of 1897’. This
authorised specific committees to segregate contacts in special camps. At the time, correlation
between bubonic plague and rat fleas had not yet been made and plague was termed as an
airborne disease.

In their bid to break the cycle of transmission, the aforementioned committees, apart from
segregation, also ordered a 48-hour quarantine before entering the town and mandatory house
inspection for suspected plague cases. The European demigraph was exempted from the said
provisions, which were enforced with vigour and a degree of ruthlessness on the Indian
subjects. This in turn resulted in riots. What is of some interest is the reporting of the regional
press of the era.

Prayag Samachar commented: “The measures so far adopted by the government to check
plague have been devised by European doctors who know little of the temper, habits, customs
and manners of the people; and this is the reason why the disease is increasing in spite of these
measures. The government has allowed itself to be deceived by the advice of misguided
persons and framed some rules which are calculated to strike terror into the hearts of the people
and which are worse than the disease itself”.

The Kanpur plague riot started on April 11, 1900 and resulted in large-scale violence and
caused discontent amongst other regions of the state. It also resulted in the redrafting of the
plague resolutions in a manner and spirit that was best encaptured in the official statement of
the UP Government of the time: “No system of plague administration can be successful which
does not carry the people with it. From this point of view, any rigid system of plague measures is
to be depreciated, and he is the most successful plague administrator who is able to gauge the
temper of the particular class of people he is dealing with”.

The Kanpur incident echoed a similar unfortunate situation and concluded with the same
universal lesson that had been learnt in the then state of Mysore by the prevailing government.
In November 1889, riots erupted in the village of Ganjam near Bangalore over the cremation of
the body of a plague victim.

The discord between the local population and government apparatus at the time resulted in
large- scale violence and eventually the death of some local villagers. The lesson learnt as
recorded by Walturd Ernst and his co- authors in their book ‘Health and medicine in the Indian
Princely States 1850-1950’ was “…although the Ganjam Riots were brought under control, it
marked a turning point in plague administration in Mysore State. Government realised that to
implement its plague control measures it needed the support of the people. This was possible
only through persuasion and taking the people into confidence about the threats from the
epidemic and measures to tackle it.”

It is in this context that the recent and unprecedented shutdown in India over the novel
coronavirus must be seen. The nationwide lockdown announced by the Prime Minister on March
24 suffers from the same vices that haunted its predecessors in 1898 and 1900.

https://indianexpress.com/about/coronavirus/
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In all three cases, ie.1898, 1900 and 2020, the intention of the authority imposing the
restrictions/ regulations have indeed been noble and based on the evidence at the time held to
be scientifically accurate. In 1898, in the Ganjam incident, the issue was with regards to proper
disposal of a plague victim’s remains; in 1900 the issue was that of social segregation and
quarantine similar to the goals sought to be achieved vide the 2020 regulations.

Unfortunately, the similarity between these various regulations is their abject mismanagement in
implementation and total oversight and oblivion to acceptance by the local demographic. The
regulations both past and present have overlooked the basic fact that actions and prohibitions
made with the noblest of intentions and based on solid scientific backings will amount to nothing,
if those who are to abide by them end up refusing them en masse.

The 2020 regulations have resulted in a mass exodus of tens of thousands of migrant workers
from metropolitan cities to their home. In Goa, for reasons best known to the administration,
even essential staples like milk, flour and medicine shops have been prohibited from opening,
and stray incidents of violence have been reported in the Bongaigaon district of Assam resulting
in police firing to control local populations.

The common thread as mentioned before in all these incidents separated by over a century is
the inability of those in power to connect with those on whom the regulations are to be imposed.

In the case of the stranded migrant workers, the apathy and incompetence of the state is starkly
visible.

The potent mix of prevention rules have created a situation where thousands upon thousands of
individuals have gathered together defeating the very purpose of social distancing and checking
the spread of the virus. More worryingly it has also created a situation where the virus can now
be transported right into rural India, where our healthcare apparatus is the weakest.

The government has on prior occasions airlifted a vast number of citizens belonging to different
class structures from all across the globe in the early days of the pandemic. It should have been
simple mathematics for policy makers to gauge that once all economic activity is stalled in the
country, the millions of daily workers would want to go home, especially since they have no
social security safeguards in the big cities.

The lockdown and the subsequent humanitarian crisis it has created can’t help but make one
wonder: are the elected rulers of today as disconnected from the common man as the colonial
masters of yesteryears?

The author is a Supreme Court lawyer

 The Indian Express is now on Telegram. Click here to join our channel (@indianexpress)
and stay updated with the latest headlines
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THINKING NATIONAL, ACTING LOCAL
Relevant for: Indian Economy | Topic: Issues relating to Planning & Economic Reforms

Vibrant vector illustration is showing a teacher and adult students in the middle of the process of
facilitating learning. On the bottom part of the illustration there are students and teacher; above
them there are different speech bubbles randomly filled with different elements/icons related with
education, learning and teaching. Those elements are: light bulb for new knowledge and ideas;
gears and wheels for thinking and processing; question mark for questioning; magnifying glass
for looking the right solution or to look closer to the problem; brain for thinking and intelligence;
speech bubbles for communication ect. Illustration is nicely layered.  

The attack by the SARS-CoV-2 virus has highlighted, once again, both the bad shape of the
Indian economy and the precariousness in the lives of millions of people. Citizens have been
ordered to stay in their homes to prevent the pandemic. But many have no homes. They are
being urged to wash their hands frequently, when many do not have access to enough clean
water to drink. The public health system is woefully inadequate. GDP growth rates may have
been good for sometime. But many systems in the country are fragile.

National planning, by whatever name it is called (Planning Commission or NITI Aayog), has
failed to produce all-round development of India’s economy so far. An all-round plan for recovery
from the pandemic is required. As Einstein said, “you cannot solve intractable problems with the
same thinking that produced the problems”. Therefore, it is time to consider the weakness in
India’s national planning.

Any planning institution in a federal and democratic system faces two basic challenges when it
comes to performing a long-term role — a constitutional challenge, and the challenge of
competence.

The fundamental issues a national plan must address, such as the condition of the environment,
the shape of the economy, and pace of human development, need consistent action over
decades. Therefore, policies must continue beyond the terms of governments that change in
shorter spans in electoral democracies. Moreover, if the planning body does not have
constitutional status independent from that of the government, it will be forced to bend to the will
of the latter. Planning in China does not face this disruption.

Coronavirus | Interactive map of confirmed coronavirus cases in India

Short-termism in policymaking is a weakness of electoral democracies everywhere, as citizens
of California have realised. California is suffering from great environmental stress. Its vaunted
public education system has been underfunded for years. A group of concerned citizens in
California, convened by the Berggruen Institute, formed a Think Long Committee. They studied
the systems of governance in many countries and examined how long-term planning fits in them.
China, whose remarkable economic progress can provide some lessons for planners
everywhere, received special attention. With their insights, they have proposed a few changes to
constitutional structures in California.

Debates have begun amongst economists about the inefficacy of long-term planning in India and
the performance of NITI Aayog. They say that planning is weak when planners do not have the
powers to allocate money for national priorities, which NITI Aayog does not have. They forget
that the Planning Commission had such powers and yet was considered ineffective in bringing
about all-round progress.

https://www.thehindu.com/topic/coronavirus/
https://www.thehindu.com/topic/coronavirus/
https://www.thehindu.com/news/resources/the-hindus-e-book-on-covid-19-in-multiple-indian-languages/article31174374.ece
https://www.thehindu.com/sci-tech/health/covid-19-interactive-map-confirmed-cases-in-india/article31041690.ece
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Moreover, they glide over constitutional issues in granting powers to institutions that allocate
public money in democracies. A fundamental principle of democratic governance is that the
power to allocate public money must be supervised by elected representatives. Therefore, a
planning body that allocates money must be backed by a constitutional charter, and also
accountable to Parliament.

Coronavirus | Download The Hindu’s multi-language e-book on essential COVID-19 information

India’s national planning process must address the constitutional relationship between the
Centre and the States. In India’s constitutional structure, elected governments in the States are
accountable to the people. They are expected to improve human development, create
infrastructure, and make it easy to do business in the State. They must manage their financial
resources efficiently and balance their budgets. Constitutionally established Finance
Commissions determine the sharing of Centrally raised resources with the States. What then is
the role of a national planning commission?

Indeed, this was the question that several State Chief Ministers had raised during the UPA-II
period.

States who were becoming self-sufficient in their resources questioned the value they were
getting from their interactions with the Planning Commission. They said the Commission was out
of touch with their ground realities and had little experience of how to get things done to produce
outcomes. Moreover, it was becoming apparent that the model based on which the Commission
seemed to been forming its advice was inadequate.

Whether a planning institution allocates money, or advises others how to, it must have the
necessary competence. A national planning institution must guide all-round progress. It must
assist in achieving not just faster GDP growth, but also more socially inclusive, and more
environmentally sustainable growth. For this, it needs a good model in which societal and
environmental forces are within the model. Economists who have been advising policymakers
do not have comprehensive models of socio-environmental systems. Their models are
inadequate even to explain economic growth, because they have not incorporated the
implications of economic growth on inequality, for example, which has become a contentious
issue.

An economy is a complex system, which sits within an even larger and more complex system of
human society and the natural environment. The globalisation agenda has been driven by an
economic agenda, with policies promoting global trade and finance to maximise global economic
output. It has paid too little attention to the impact of the ‘GDP agenda’ on the well-being of
communities where employment declines when production moves to lower cost sources
elsewhere. Or to the total environmental impact of global supply chains. Now the system is
reacting and stalling globalisation.

A feature of complex systems, in which all the parts are connected, is that the system cannot be
healthy if any part becomes very sick — even if the others are in robust health. Even if all other
organs in a human body are functioning, if one fails, the whole body dies. Therefore, a healthy
global system must help its weaker members to become stronger. Another feature of complex
systems with many interacting forces is that the forces combine in unique ways in different parts
of the system. For example, the conditions of livelihoods, the natural environment, and
infrastructure, combine in different ways in different localities and States. Therefore, systems
solutions must be local too.

These insights into systems structures, as well as considerations of democratic governance in

https://www.thehindu.com/topic/coronavirus/
https://www.thehindu.com/news/resources/the-hindus-e-book-on-covid-19-in-multiple-indian-languages/article31174374.ece
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which governance should be devolved to national governments, and, within them, to State
governments, and even to the third tier of city and district governance, have implications for the
role and competencies of a national planning institution for India. It must be a systems reformer,
not fund allocator. And a force for persuasion, not control centre. Because its role must be to
promote local systems solutions to national problems.

Arun Maira is a former member of the Planning Commission
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OPPORTUNITY IN THE CRISIS
Relevant for: Indian Economy | Topic: Issues relating to Planning & Economic Reforms

The current crisis is so terrible in its toll of life and livelihoods that the need of the hour must be
minimising the health, humanitarian and economic costs, especially for the most vulnerable.
Rising public expenditures to help tens of millions of workers and their families alongside
plummeting resources will inevitably force hard choices. Appropriately, much of the policy
discussion and the government’s first response have focussed on addressing the immediate
imperatives. But this crisis is also an opportunity to do things that are not only good for now but
for the medium term as well. We discuss a few.

Revamp macro-fiscal framework: If the pandemic follows the exponential trajectory seen in other
countries, the crisis is going to entail massive fiscal expenditures, perhaps up to 4-5 per cent of
GDP, much more than what the government has announced. Consequently, the basic macro-
fiscal framework — for example, the Centre’s FRBM target of 3.5 per cent of GDP, and the
revenue and deficit estimates for 2020-21 — has been fundamentally overtaken by events. The
Centre should immediately announce that even the states will be allowed to exceed their fiscal
responsibility legislation targets because they will be in the front line of taking action against the
pandemic. The crisis is an opportunity to revisit the entire framework. The focus on unattainable
targets, the fact that the FRBM has been honoured only in the breach, and the consequences in
terms of loss in budgetary integrity and transparency need serious review, even overhaul. Once
the crisis ebbs, India might be looking at overall deficits well in excess of 10 per cent and debt
levels much greater than those today. If the starting point is going to be so different, do the old
goals and targets retain meaning?

Remake finance: Going into the crisis, India’s corporate and financial sector were under severe
stress — the so-called Four Balance Sheet problem. This crisis will unfortunately add
consumers and small and medium enterprises to that list. This will be an extremely hard — but
critical — problem to address. To allow banks to revert to normalcy, a largescale takeover of
their bad loans will be unavoidable not least because the current bankruptcy process will be
severely inadequate. In addition, this crisis opens the door for the new lending model proposed
by Nandan Nilekani — technology-driven lending that uses data rather than collateral, allowing
the 10 million-odd businesses with deep digital footprints (for example, based on GST invoices),
to get loans from the thriving ecosystem of new financial players.

Complete JAM: One of the major achievements of this government was to create the plumbing
— Jan Dhan, Aadhaar, and Mobile (JAM) — to augment weak state capacity. The state could
now make cash transfers swiftly, with reduced leakages, whether as income support,
scholarships or pensions, and potentially eventually implementing a Universal Basic Income. In
the current crisis, it is proving to be an important part of the social safety net that is helping to
cushion the most adversely affected groups. But the JAM plumbing is still incomplete because
there is a “last mile problem”. Not all those with bank accounts can access money either
because of difficult geography or because bank functionaries give incomplete or misleading
information. This crisis is an opportunity not just to leverage JAM to enhance cash transfers, but
to empower citizens. This will require the government to identify remaining weaknesses on a war
footing and fix them.

Re-shape Indian agriculture: The need to preserve supply chains in agriculture in times of crisis
reinforces the need to create one market for agriculture across India. This requires eliminating
legislation like the Essential Commodities Act and the panoply of resulting restrictions. Second,
the crisis has shown the possibilities created by JAM and direct transfers. Building on PM-Kisan

https://indianexpress.com/article/explained/pandemic-explained-who-novel-coronavirus-covid19-what-is-a-pandemic-6309727/
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and various state level schemes, pernicious subsidies, especially for fertilisers and power, could
be phased out over 5-6 crop cycles. This could be done through small but frequent increases in
fertiliser prices (the technique used to eliminate fuel subsidies). Advance communication to
farmers along with compensating cash transfers can help build trust and confidence.

Make in India: A macabre joke referring to the origins of the coronavirus was that everything,
even death, was Made in China. But the critical source for almost all the essential Active
Pharmaceutical Ingredients (API) used to manufacture drugs, the ability also to fight death, is
largely made in China. India was once a major producer of such APIs but lost ground to China.
The crisis should be the opportunity to go on war footing to do intelligent industrial policy —
incentives, regulatory help, trade policy — that would resurrect India’s manufacturing capability.
Previous Make in India attempts have shown lackadaisical results. The crisis creates the
momentum to focus the effort on one sector, pharmaceuticals. As a result, the ability to save
lives could be Made in India, again.

Establish migrants as full citizens: The crisis has highlighted the travails of migrant labour and
their second-class status. It reflects a broader chasm between the few securely employed in the
organised sector and the vast majority subject to the vicissitudes of the unorganised sector.
Differences not just in the levels of income but in their volatility as well as differential access to
social insurance (heathcare, pensions) distinguish these two classes.

The plight of migrant workers reinforces the need to move from immobile place-based benefits
to mobile person-based benefits, which is possible as the JAM infrastructure is strengthened.
This will require portability of benefits, including access to the PDS, Ujjwala and Ayushman
Bharat.

Upgrade Health: State capacity over 70 years in India has been weakest in the areas of
education and health. The COVID-19 pandemic must lead to a serious strengthening of the
health infrastructure for dealing with pandemics. To start with, India needs an apex institution
like the US’ Centers for Disease Control with a network across all the states. They should invest
in disease surveillance systems, set up diagnostics labs, be able to gather real-time data and
analyse them etc. The Taiwan model, which has been so successful in this pandemic, could be
studied. More fundamentally, the crisis is a wake-up call to address India’s severe limitations in
the provision of basic health. Creating tertiary health facilities must be subservient to
strengthening basic public health and early childhood care.

Build National Solidarity Fund: The severe downturn in economic activity ahead will savagely hit
the informal poor. But it will also reveal how much they are central to the comfortable lives of the
salaried classes and wealthy. If there was ever a time for the latter to demonstrate their solidarity
with those providing the essential services they so depend on — from maids to drivers and
farmers to construction workers — it is now.

The government should consider a Solidarity Fund with a one-time annual contribution coming
from the wealthy and the employees in the organised sector. This contribution can take the form
of taxes or elimination of middle-class subsidies identified in the Economic Survey of 2016. The
wealthy could contribute via a wealth tax with thresholds set by property values say above Rs 5
crore. Salaried employees in the public and private sectors could contribute via a small,
progressive tax on salaries and pensions. Middle class subsides that could be eliminated include
interest and tax deductions for small savers, favourable taxation of gold and other luxuries.
Wealth taxes and elimination of subsidies for the rich should in any event be part of the long run
reform agenda to reduce growing inequality.

These examples illustrate how crisis can be converted to opportunity to fundamentally

https://indianexpress.com/about/coronavirus/
https://indianexpress.com/about/coronavirus/
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strengthen the Indian economy, and protect the vulnerable. A common thread to many of these
actions — indeed prerequisites for their success — is cooperation between the Centre and
states. Central direction combined with flexibility and nimbleness in the states and local bodies is
India’s way through the crisis and beyond.

Kapur is professor, Johns Hopkins University and Subramanian is former chief economic
adviser to government of India

Here’s a quick Coronavirus guide from Express Explained to keep you updated: What can
cause a COVID-19 patient to relapse after recovery? | COVID-19 lockdown has cleaned up
the air, but this may not be good news. Here’s why | Can alternative medicine work
against the coronavirus? | A five-minute test for COVID-19 has been readied, India may
get it too | How India is building up defence during lockdown | Why only a fraction of
those with coronavirus suffer acutely | How do healthcare workers protect themselves
from getting infected? | What does it take to set up isolation wards?

 The Indian Express is now on Telegram. Click here to join our channel (@indianexpress)
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REDUCING FARM DISTRESS DURING A PANDEMIC
Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

Social distancing and living under a lockdown appear to be the only effective ways of dealing
with the pandemic. As India lacks the resources to significantly ramp up testing, imposing a
lockdown was the government’s preferred option. Although there is limited evidence to suggest
that this strategy may be working in containing the spread of the virus, its after-effects on
thousands of migrant workers is already out in the open. Distrustful of the government’s promise
of providing support, most migrant workers decided to walk back to their home States despite
efforts by the state machinery to prevent them from moving out.

Migrants are not the only ones who are facing the after-effects of the lockdown. With the
economy coming to a complete halt in most of the informal and formal enterprises in urban
areas, the lockdown is also likely to affect the large population in rural areas, a majority of whom
are dependent on agriculture. At a time when the rural economy was witnessing declining
incomes, both for casual workers and self-employed workers, even before the pandemic broke
out, this lockdown is only going to hurt the agricultural economy further. Even before the
lockdown, rural wages were declining in real terms but there were hopes for agricultural incomes
rising with food prices rising until January 2020. However, recent data on prices suggest that the
trend is reversing with the decline in agricultural prices in most markets.

Also read | Beware of a lopsided lockdown

In the short run, we will likely witness a breakdown of supply chains of agricultural produce with
no facilities for transportation of produce. This is likely to hurt those engaged in the production of
fruits and vegetables, which are perishable goods and cannot be stored. With horticultural
production exceeding foodgrain production in the last decade, many farmers are likely to face
uncertain or no markets for their produce. Media reports have already confirmed that farmers
are finding it difficult to dispose horticultural produce. Some of them have taken the extreme step
of destroying their produce.

There will also be short-term impacts on foodgrains and other rabi crops that were ready to be
harvested at the beginning of April. In some cases, harvesting may be postponed but it is difficult
to do so beyond a week or a fortnight. While the government has exempted operation of
agricultural markets and mandis from the lockdown, it will be difficult for farmers to harvest the
agricultural produce in the surplus States of Punjab, Haryana and Uttar Pradesh in the absence
of migrant labourers. Even if standing crop is harvested, April is the labour-intensive month.
Labourers are required for packing, processing, transporting and selling the produce. This year
is expected to register a record in the production of cereals, pulses, cotton and oilseeds. Most of
these are labour-intensive crops and the absence of working labourers during the harvest and
post-harvest season is likely to affect the prospect of higher incomes in agriculture.

Some of the short-term impacts may affect price realisation by farmers but the real worry for
farmers is going to be the decline in prices for the majority of agricultural produce. There are
already signs of a collapse in agricultural prices, which predates the outbreak of the pandemic.
The food price index of the Food and Agricultural Organization, which was showing a rising
trend in food prices until January 2020, reported a 1% decline in prices month-on-month in
February 2020. This is likely to worsen further, particularly for cash crops. It is well-known that
commercial crop prices follow a similar pattern as other primary commodities, particularly
petroleum prices. With the sharp decline in petroleum prices, most of the commercial crops have
seen a downward pressure on prices, which is likely to worsen in the coming months. But even

https://www.thehindu.com/news/national/pm-announces-21-day-lockdown-as-covid-19-toll-touches-10/article31156691.ece
https://www.thehindu.com/opinion/op-ed/beware-of-a-lopsided-lockdown/article31167372.ece
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for foodgrains and other crops, there is likely to be downward pressure on prices due to
declining demand. The slowdown in the economy domestically and the expected recession
worldwide will contribute to lower demand for agricultural commodities. At a time when the
agricultural sector was already battling declining demand and lower prices, the faint hope of
better prices appears unlikely to materialise. It is the decline in prices which is likely to hurt the
income of farmers in the long run more than the short-run supply disruptions and labour
shortages.

Full coverage | Lockdown displaces lakhs of migrants

While it is clear that agriculture will be affected due to short-term disruptions and the long-term
economic impact of the pandemic, there is an opportunity for the government to help farmers
through state support. Political expediency and fiscal concerns led the government to stock up
foodgrains, with the Food Corporation of India (FCI) reporting 77 million tonnes of cereals in
stocks as against the buffer requirement of 21 million tonnes as on April 1. However, with the
lockdown forcing a humanitarian crisis and with most migrants heading back to the rural areas, it
is also time for the government to release the food stocks through the public distribution system.
The Central government has already announced that for the next three months, 5 kg of free
grains will be distributed in addition to what people are entitled to under the National Food
Security Act, but this has not yet reached the State governments due to the lockdown. While this
may free up FCI godowns to some extent, it will be prudent to extend the scheme to all
residents, particularly migrants who may not be able to avail of free grain in urban areas.

Also read | Bihar farmers facing serious labour crunch due to lockdown

While raising procurements is desirable and may be necessary for the forthcoming rabi crops,
the state is also expected to intervene and assure remunerative incomes to farmers. One way of
ensuring this is to reduce the input costs through existing schemes of subsidies such as the
fertilizer subsidy and through price reduction in petrol/diesel meant for agricultural purposes. But
for the immediate short-term, farmers need to be compensated for the loss of income and the
best way to do it is through the PM-KISAN scheme. Unfortunately, the only announcement in
this regard is the disbursal of the first installment of the transfer which is due in April. However,
the scheme only used two-thirds of its budget allocation for 2019, so efforts should be made to
not only enhance the coverage monetarily but also include tenant farmers and wage labourers
who are as much dependent on agriculture as the land-owning cultivators. Such a step is
necessary not just for the survival of the agricultural sector but also for the overall economy
which is expected to see a sharp slowdown and decline in demand. While income transfers may
not be the best way of supporting the agricultural sector at times like these, they are the best
available instruments to raise rural incomes and create demand.

Himanshu is Associate Professor, Centre for Economic Studies and Planning, School of Social
Sciences, JNU, New Delhi
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EMPOWERED GROUP CHAIRED BY CEO NITI AAYOG,
CONSTITUTED BY GOVERNMENT OF INDIA

Relevant for: Indian Economy | Topic: Issues relating to Planning & Economic Reforms

NITI Aayog

Empowered Group chaired by CEO NITI Aayog, constituted
by Government of India

Posted On: 05 APR 2020 10:06AM by PIB Delhi

Empowered Group # 6 on Coordinating with Private Sector, NGOs, and International
Organisations for COVID-19-related Response Activities

 1. Empowered Group number 6 constituted vide O.M No. 40-3/2020/DM-I(A) dated
29/03/2020 to address the issues pertaining to identification of problems, effective
solutions and formulation of plans with three groups of stakeholders –

 The UN agencies, World Bank, Asian Development Banki.
  Civil Society Organisations and development partnersii.
   Industry associations – CII, FICCI, ASSOCHAM, NASSCOMiii.

The members of the Empowered Committee, which is chaired by Shri Amitabh Kant, CEO
NITI Aayog,  include Dr Vijayaraghavan, PSA, Kamal Kishore (Member, NDMA); Sandeep
Mohan Bhatnagar (Member, CBIC); Anil Malik (AS, MHA); Vikram Doraiswami, (AS, MEA);
P. Harish (AS, MEA); Gopal Baglay (JS, PMO); Aishvarya Singh (DS, PMO); Tina Soni
(DS, Cabinet Secretariat);  and the work of EG6 is serviced by Sanyukta Samaddar
(Adviser, SDG, NITI Aayog).

2. Six meetings were conducted between 30 March and 3 April with industry
associations, IOs, and CSOs about their contribution to the response, their plans for
the coming weeks, and the issues they are facing, and their expectations from the
government. All 3 groups have proactively pointed out the areas where they need
support which the government is following up. They have also been put in touch
with other EGs for faster and more effective response and coordination. All minutes
of the 6 meetings of the EG 6 have been issued.

3. International Organisations- EG 6 had detailed meetings with UN Resident
Coordinator for India, and country heads of WHO, UNICEF, UNFPA, UNDP, ILO, UN
Women, UN-Habitat, FAO, World Bank, and Asian Development Bank. Following the
discussions on these IO’s providing technical support in monitoring and
surveillance systems, strengthening health and nutritional services, capacity
building, finacial resources and critical equipment support, etc, the UN in India has
built a Joint Programme Response Plan and submitted to NITI Aayog, defining their
clear activities and deliverables in different sectors and States, where they are
partnering with Union Ministeries and State Governments.

4. Civil Society Organisations and development partners

EG 6 conducted detailed deliberations  with 40 plus prominent CSOs and NGOsi.
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working in different parts of the country and with different communities. Several
challenges and issues raised by these CSOs were addressed by the EG6 to faciliate
their working in the field during this crisis.
CEO NITI Aayog has written to over 92000 NGOs/ CSOs registered on the Darpan
portal of NITI Aayog, appealing them to assist the government in identifying hotspots
and deputing volunteers and care givers to deliver services to the elderly, persons
with disabilities, children, transgender persons, and other vulnerable groups; to create
awareness about prevention, social distancing, isolation, and combating stigma; to
provide shelter to homeless, daily wage workers, and urban poor families; set up
community kitchens for migrants; services.

ii.

Further, CEO has written to all Chief Secretaries urging them to instruct the local
administration at the district level to utilise the physical and human resources made
available by NGOs and CSOs.

iii.

 

5. Industry Associations – CII, FICCI, ASSOCHAM, NASSCOM and Representatives
from Industry

The committee has opened up cross-sectoral dialogue within the private sector and
start ups to engender collaboration among them to produce health equipment and
PPEs. As many as 8 Start-Ups working in innovative health care solutions, 12 top
industry leaders from CII, 6 CEOs from FICCI industry partners, 14 CEOs of  top tech-
based companies from NASSCOM, participated and deliberated on all issuues
ranging of estimation needs for PPE, ventilators and medical equipment, retrofiting
domestic production lines to meet demand, supply chain management issues,
innovative technology-led solutions, issues of certification, GST, import duties on
components, issues of procurement, training, post lock-down operating procedures,
etc.

i.

The start-ups, namely, AgVa, Biodesign Innovation Lab, Kaeaenaat, Qure AIDrona
Maps, mFine, MicroGo, Staqu, working on innovative ventilator designsn, testing
tools, and tracking solutions have been contacted separately to understand their
scale and possible contributions.

ii.

Industry representatives have also shared in detail the activities undertaken in public
advocacy, philanthrophy, CSR by way of running factory kitchens for preparing,
distributing free food in coordination with local administration; making available
factory hospitals/ premises/ guest houses as quarantine and shelter facilities.

iii.

Industry Representatives  and the EG 6 deliberated in detail and resolved several
challenges on critical issues of  health-care intervention, pertaining to ramping up
production and procurement of ventilators, PPEs, testing kits, in collaboration with
several other EGs;  apart from the ways to step up the relief and rehabilitation and
information dissemination.

iv.

The EG6 has shared with all stakeholders the Government's response so far-
procurement of PPEs and ventilators, role of MEA, communication to CSs of all
States, letter to 92,000 CSOs, putting the stakeholders in touch with each other,
immediate solutions to the bottlenecks being faced by private sector in coordinating
response. Further, synergies have been created by linking the specific issues raised
by connecting the industry to other Empowered Groups dealing with procurement
(EG 3), logistics (EG 5) and several other EGs.

v.
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RESTRUCTURING OUR FOOD SYSTEM FOR A
HEALTHY WORLD

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

The novel coronavirus (COVID-19) pandemic is an opportunity for us to analyse our food
system, ideate and make changes for a healthier and more sustainable future. It is widely
believed that the disease is zoonotic, which means that it got transferred to humans from the
exotic animals stored in the ‘wet markets’ in Wuhan, China, the epicentre of the outbreak. Like
SARS-CoV-2, SARS too was believed to have spread from civet cats to human beings in 2002.
There are similar theories about Ebola and HIV. What lessons do these various outbreaks offer
us?

The first is for us to rethink the ways in which we farm animals. India has the world’s largest
livestock population, is the largest producer of buffalo meat and produces about a 100 billion
eggs annually. Animal agriculture is moving away from backyard operations to larger industrial
facilities which aim to produce more meat with fewer resources. Industrialising animal agriculture
comes at a huge cost to the environment, animals and to human beings. One concern is
antibiotic resistance. According to the World Health Organization, the large volume of antibiotics
given to farm animals contributed to the development of antimicrobial-resistant bacteria
particularly in settings of intensive animal production.

A majority of Indian households buy meat from local meat shops which, much like the wet
markets, follow no regulations in the way the animals are kept or slaughtered. Most of the
standalone meat vendors do not follow the standards laid down by the Food Safety and
Standards Authority of India (FSSAI). Further, while welfare standards of animals are often
neglected, one thing is clear: immunocompromised animals are the most likely to pass on an
infection. It is thus imperative that India understand the risk of zoonosis and antibiotic resistance
in terms of following FSSAI regulations and adhering to welfare standards in animal husbandry.

The second lesson is to undertake greater investment in the alternate protein industry. India has
a high rate of malnutrition among children under the age of five and is trying to combat this by
encouraging meat production. With a paucity of space, this can only be done by giving a boost
to industrial agriculture. Before India does that, it must explore the potential behind plant and
cultivated meats. Plant-based meats are made from plants and are cholesterol- and antibiotic-
free, but taste and feel like meat. Cultivated meat is produced by taking a small sample of
animal cells and replicating them outside of the animal; the resulting product is real meat, but
without the antibiotics, E. coli, salmonella, or animal waste. These foods represent an enormous
opportunity to solve the problems of rampant malnutrition, low farmer incomes, antibiotic
dependency, and inhumane factory farming of animals.

In the Western world, these plant-based meats are already popular and two plant-based
companies – the Impossible Foods and Beyond Meat – won the Champions of Earth award, the
United Nation’s highest environmental honour. India, an agrarian economy, could export raw
materials to make these products and feed its people.

Finally, we must understand the interconnectedness of the world. Advocates of animal rights
have argued that within the welfare of animals lies the welfare of people. Every act we undertake
has an impact on us all. Pursuant to global lockdowns, wild animal populations have returned to
cities and pollution levels have dropped globally. We need to innovate and encourage
technologies that allow us to maintain the standard of living we are used to while ensuring that
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we are working towards a healthier world.

Ambika Hiranandani, Strategic Partnerships for The Good Food Institute, India
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FARMERS ARE AT THEIR WITS’ END
Relevant for: Indian Economy | Topic: Issues of Buffer stocks and Food Security

The COVID-19 pandemic has led to global concerns on the state of agriculture and food
security. On the one hand, the Food and Agriculture Organization (FAO) has warned of a “food
crisis” if countries do not protect vulnerable people from hunger and malnourishment. On the
other, farmers face a stalemate as they are unable to work on their land, earn remunerative
prices and gain access to markets. We can try to understand the impact of COVID-19 on
agriculture with three questions. One, does the world have enough food to feed its people? Two,
is food available at affordable prices? Three, how are farmers coping with the lockdown?

Also read: Coronavirus | Rabi harvest to be affected for want of farm workers

According to the FAO, as on April 2, 2020, the total stock of cereals in the world was about 861
million tonnes. This translates to a stocks-to-use ratio (SUR) — i.e., proportion of consumption
available as stocks — of 30.7%. The FAO considers this “comfortable”. The SURs for wheat,
rice and coarse grains were 35.3%, 35.1% and 26.9%, respectively. But world stocks are
different from national stocks. About 52% of the global wheat stocks is held by China, and about
20% of the global rice stocks is held by India. If the major holders of global stocks decide to turn
precautionary and stop exporting, and if the lockdown is prolonged, countries dependent on rice
imports will suffer.

Kazakhstan, a major wheat exporter, has banned exports. Russia, the largest wheat exporter, is
expected to restrict its exports. Vietnam, the third largest rice exporter, has stopped its exports,
which will reduce the global rice exports by 15%. If India and Thailand too ban exports, world
supply of rice will sharply fall. In March 2020, the Philippines and the European Union, major rice
importers, had inventories of rice enough to feed their populations for about three months.
Others, however, had inventories to hold on for about one month only. If the lockdown continues
beyond a month, these countries will face food shortages.

India’s foodgrain output is projected to be about 292 MMT in 2019-20. On March 1, 2020, the
total stock of wheat and rice with the Food Corporation of India (FCI) was 77.5 MT. The buffer
norms for foodgrain stocks — i.e., operational stock plus strategic reserves — is 21.04 MT.
Similarly, for pulses, India had a stock of 2.25 MT in mid-March 2020. In both cases, the rabi
harvest is slated to arrive in April 2020, and the situation is expected to ease further.

 

There is always an element of uncertainty on how prices will behave if both demand and supply
fall together. Prices in different markets fluctuate considerably given differences in the extent of
production, stocks, arrivals and supply disruptions. According to the FAO, the world food price
index fell by 4.3% and world cereal price index fell by 1.9% between February and March 2020
due to the weakening demand for food and the sharp fall in maize prices owing to poor demand
for biofuels. However, retail prices of rice and wheat have been rising in the Western economies
in March 2020. The major reasons identified are panic buying by households, export restrictions
by countries and continuing supply chain disruptions. Retail prices of beef and eggs have also
been rising.

In India, wholsesale and consumer price indices (WPI and CPI) for March 2020 have not been
published yet. WPI and CPI for food in India were rising from mid-2019 onwards, reflecting a rise
in vegetable prices, especially onion prices. January and February 2020 saw a moderate fall in

https://www.thehindu.com/topic/coronavirus/
https://www.thehindu.com/news/national/coronavirus-rabi-harvest-to-be-affected-for-want-of-farm-workers/article31211415.ece
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these indices, but vegetable prices have remained high. If food prices rise due to the lockdown,
it will be on top of an already rising price curve.

However, unlike in the West, food prices in India have not risen after the lockdown. While
supplies have declined, demand has fallen too. In the APMC mandi in Mumbai’s Vashi, if about
600 to 700 trucks arrived per day before the lockdown, only about 200 trucks arrive per day after
the lockdown. Yet, wholesale prices of foodgrains and vegetables in the mandi have been
stable, with only the prices of pulses showing a tendency to rise. This is because there has been
a sharp fall in the consumption of foodgrains and vegetables. Similarly, the consumption of milk
has fallen by 10-12%.

Harvesting and marketing of crops are in crisis across India, because of (a) disruptions in the
procurement of foodgrains by government agencies; (b) disruptions in the collection of harvests
from the farms by traders; (c) shortage of workers to harvest the rabi crops; (d) shortage of truck
drivers; (e) blockades in the transport of commodities; (f) limited operations of APMC mandis;
and (g) shutdowns in the retail markets.

Second, these supply bottlenecks have led to a fall in farmgate prices. According to media
reports, tomato growers in Maharashtra were receiving only 2 per kg. Wheat prices in Madhya
Pradesh fell from 2200/Q to about 1,600/Q. In Punjab, vegetable prices fell from 15/kg to 1/kg. In
Delhi, the price of broiler chicken fell from 55/kg in January to 24/kg in March. In Tamil Nadu,
egg prices fell from 4/egg in January to 1.95/egg in March.

Third, the large-scale return of migrant workers to their homes has disrupted harvest operations,
and farmers are being forced to leave the crop in the fields. While mechanical harvesters can be
used, there is a shortage of drivers/operators. Most rice mills work with migrant workers, and
their return home has meant that these mills are not buying paddy from farmers. There are also
severe labour shortages in milk processing plants, cold storage units and warehouses.

Fourth, supply chains remain disrupted across India. Agricultural goods have been notified as
essential goods. But about 5,00,000 trucks are reportedly stranded in the highways and State
borders. Milk trucks are able to unload at the destination but unable to return empty, which has
upset supply schedules. Trucks are in shortage as drivers have gone home. Imports of
vegetable oils are not being lifted from ports due to shortage of trucks. Most APMC mandis are
functioning only twice or thrice a week. Livestock feeds are in short supply, and this is breaking
the back of livestock growers.

The world and India have adequate food stocks. But as global trade shrinks and supply
disruptions persist, a prolonged lockdown will adversely affect food security in many countries.
In the Western world, food prices are rising due to panic buying and stockpiling. Food prices are
not yet rising in India. What has kept Indian food prices low is the severe decline in food
consumption, especially among the poor, after the lockdown. That is, hunger may keep the food
inflation in March 2020 low. Concurrently, farmers face acute labour shortages, falling farmgate
prices and lack of access to input/output markets. It is unclear who is benefiting, but farmers,
workers and the poor are at their wits’ end.

R. Ramakumar is NABARD Chair Professor at the Tata Institute of Social Sciences, Mumbai
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CASH LESS INDIANS, THE NEW NORMAL, AND
SURVIVAL

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

On April 15, when the 21-day national lockdown imposed by the government ends, it is
very likely that the bottom 47 percentile of India’s population will run out of cash. Estimates are
based on the World Bank’s poverty line of $3.2 a day for a lower middle-income country such as
India, assuming people are spending just to survive. It is also likely that the population between
the 47th percentile and up to 87th percentile will have only half the cash they had before the
lockdown began.

Also read: Coronavirus | Prime Minister hints at calibrated exit from lockdown

What this means, in real terms, is that the poorest 500 million Indians would be out of cash
reserves completely by April 15 and another 500 million will be left with just half their reserves.
These findings are part of my ongoing research on mapping inequality in India using
demonetisation data.

My findings reveal that the top 1% in India held 62% of all the currency in circulation, whereas
the top 0.1% held 33%, a third of 17-lakh crore in circulation at the time of demonetisation.

In order to estimate cash inequality, I have created a model combining demonetisation and
National Sample Survey Office (NSSO) data to which a generalised Pareto interpolation
technique was applied to arrive at the cash held by each population group.

Also read: In numbers: The COVID-19 pandemic

Many Indians have managed to deal with political and social inequality with their ability to
negotiate their freedom using money. For poor Indians, having cash to pay back money lenders
or landlords has meant having the choice between freedom and slavery. Money gives them
choice; the freedom not to have their labour exploited.

Inequality of cash, a basic economic instrument, gives us a picture of how unequal our society
is. The Gini coefficient, a common measure of inequality, of cash holding in India is as high as
0.71, where 0 indicates perfect equality and 1 indicates perfect inequality. Other measurements
of inequality such as the Atkinson Index [A(1)=0.624] and the Generalised Entropy Index
[GE(1)=3.108] also show a very high inequality of cash holding. This means that in India, cash is
heavily concentrated at the top.

Even inter-district and intra-district cash inequality is very high. The top 10% districts held 764
times more currency than the bottom 10% districts. It is unsurprising then that the districts at the
top are situated in Tier I and II cities. In fact, the bottom 60 districts, mostly comprising hill and
tribal districts, held only 0.2% of all the cash.

Also, 60% of all districts analysed, i.e. 359 out of 607 districts in India, reported a Gini coefficient
greater than or equal to 0.7, which means that even within districts, cash is concentrated very
unequally. In absolute numbers, there are 10.9 million cash-rich Indians in the top 1%, that is
almost equal to the population of Belgium.

https://www.thehindu.com/news/resources/pm-calls-for-complete-lockdown-of-entire-nation-for-21-days/article31190835.ece
https://www.thehindu.com/news/national/coronavirus-pm-modi-hints-at-calibrated-exit-from-lockdown/article31271609.ece
https://www.thehindu.com/data/in-numbers-the-covid-19-pandemic/article31214400.ece
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Currently, a humanitarian crisis is unfolding in India, where the poorest Indians have been
returning to their homes by foot, in packed vehicles, hungry and cashless. However, due to the
great inequality of cash, it will not be long before workers are forced to migrate back to cash-rich
centres again, despite lockdowns and fears of a deadly virus.

When India begins to pick its pieces together, it will be looking at a grim situation where roughly
a whopping one billion people of a population of 1.3 billion will be starting with zero or near zero
cash. Much of this population is engaged in the informal economy; along with cash, they will also
lose agency to negotiate for fair wages, decent working conditions, and basic human rights.
Even for the struggling corporate sector, there is no good news. When their operations restart,
nearly 50% of consumers will have no money to spend. The Indian economy is very likely to
experience multidimensional pressures.

Given the dire economic situation, what I would like to propose is this: a social and economic
argument to remonetise India. This would mean a direct cash transfer of 2.5-lakh crore just to
replenish people’s exhausted cash coffers.

Previous research has established that up to the 77th percentile population, Indians just
consume what they earn. This also coincides with the findings in the 2016 Economic Survey
(which also introduced the concept of Universal Basic Income) that population up to the 77th
percentile does not have access to formal loans.

The 1.7-lakh crore stimulus package announced in India by the Finance Minister is well
intentioned but poorly thought out. The increased entitlements of ration and the supply of free
gas cylinders will help to bolster food security. However, if we consider the cash components
such as the increase of 20 in Mahatma Gandhi National Rural Employment Guarantee Act
wages or the transfer of 1,500 over three months via Jan Dhan accounts, it will barely
compensate for the forced loss of jobs. The stimulus package then in no way addresses the
imminent liquidity crisis forced upon one billion people.

Inequality reproduces more inequality. If a majority of Indians lose their cash reserves, they will
fall into income traps where real wages will diminish and lost wages can only be recovered by
longer working hours. Economist Joseph Stiglitz has argued that that it is not the differences in
saving that cause the difference in income but the other way around, where incomes cause the
difference in saving.

A targeted 2.5-lakh crore cash transfer will put money directly in the pockets and purses of the
population up to the 87th percentile; 1.34 lakh crore will be for the poorest 500 million Indians,
whereas 1.2-lakh crore will replenish the reduced cash reserves of the rest of the population up
till the 87th percentile.

Now is the right time for the government to remonetise and make cash available through banks,
automated teller machines and treasuries.

The government has to overlook its focus on cashless payments because the need of the hour
is to allay people’s anxieties. It should remember that in India, we still rely heavily on physical
transactions and not cashless payments. As political philosopher G.A. Cohen said, “Lack of
money induces lack of freedom, even if accept the identification of freedom with the absence of
interference…money provides freedom because it extinguishes interference with access to
goods and services.”

Appu Esthose Suresh is Senior Fellow, Atlantic Fellows for Social and Economic Equity, London
School of Economics
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NHAI ACHIEVES HIGHEST EVER CONSTRUCTION OF
NATIONAL HIGHWAYS IN FY 2019-20

Relevant for: Indian Economy | Topic: Infrastructure: Roads

Ministry of Road Transport & Highways

NHAI achieves highest ever Construction of National
Highways in FY 2019-20

Posted On: 06 APR 2020 6:27PM by PIB Delhi

NHAI has accomplished construction of 3,979 km of national highways in the financial Year
2019-20.  This is the highest ever highway construction achieved in a financial year by NHAI. 
The construction pace as noticed in last years has seen a steady growth with 3,380 Km
construction in the FY 2018-19.  Continuing the same trend with the development of 3,979 km of
national highways during FY 2019-20, NHAI has achieved an all-time high construction since its
inception in 1995.

The Ministry of Road Transport and Highways has envisaged an ambitious highway
development programme Bharatmala Pariyojana which includes development of about 65,000
km national highways. Under Phase-I of Bharatmala Pariyojana, the Ministry has approved
implementation of 34,800 km of national highways in 5 years with an outlay of  Rs 5,35,000
crore.  NHAI has been mandated development of about 27,500 km of national highways under
Bharatmal Pariyojna Phase-I.

In order to accelerate the pace of construction, large no. of initiatives have been taken to revive
the stalled projects and expedite completion of new projects :

• Streamlining of land acquisition and acquisition of major portion of land prior to
invitation of bids.

• Award of projects after adequate project preparation in terms of land acquisition,
clearances etc. 

• Disposal of cases in respect of Change of Scope (CoS) and Extension of Time
(EoT) in a time bound manner

• Procedure for approval of General Arrangement Drawing for ROBs simplified and
made online.  

• Close coordination with other Ministries and State Governments

•  One time fund infusion

•  Regular review at various levels and identification/ removal of bottlenecks in
project execution

• Proposed exit for Equity Investors

• Securitization of road sector loans
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• Disputes Resolution mechanism revamped to avoid delays in completion of
projects. 

***

RCJ/MS

(Release ID: 1611718) Visitor Counter : 215

Read this release in: Hindi
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Source : www.economictimes.indiatimes.com Date : 2020-04-08

WILL RBI REACT TO MFIS' DISTRESS CALL?
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

KOLKATA: The Reserve Bank of India (RBI) appears to have swung into action as microfinance
firms pressed the panic button over liquidity mismatches after several banks refused to pass on
the moratorium benefit to them.

Besides, about 90% of the MFIs with below investment grade ratings don’t have access to
money markets to meet the liquidity gaps as suggested by the regulator. Borrowing from the
market to pay back loans is any way not an ideal situation, captains of the industry said.

RBI has collated business details, size of borrowing, liquidity position and credit rating profile
from NBFC-MFIs via a series of communications since Sunday, apparently to get to the bottom
of the issue.

Confusion reigned on whether NBFC-MFIs are eligible to the get moratorium support from their
lenders. Many believe that RBI’s announcement on moratorium only covers retail loans, in
contrast to what the ministry of finance said in its frequently asked questions : "It (rescheduling
of payments) is applicable for all term loans in all the segments, irrespective of the segment and
the tenor of the term loans." NBFC-MFIs raise term loans from banks for on-lending to micro
borrowers.

“Situation is much worse now. Most banks are not giving back-to-back moratorium to MFIs,
citing confusion prevailing in the market,” said Harsh Shrivastava, chief executive at the
Microfinance Institutions Network (MFIN), a self-regulator for the sector.

MFIN and Sa-Dhan, another lobby group for MFIs, have jointly pitched for a clarification from the
regulator on the issue.

“MFIs’ own cash flows would be precarious as they are not collecting any money, even for their
own operating costs, leave aside being in position to service their debt,” they said in a letter to
Governor Shaktikanta Das dated April 4, requesting him to remove the doubts on the matter.

They also argued that MFIs raise funding mostly in the form of term loans from banks and
financial institutions and repayments are made after collection from borrowers. Out of Rs 55853
crore outstanding borrowing as on March 31, 2020, merely 0.5% is raised through commercial
papers (CPs) and about 11.5% through non-convertible debentures (NCDs).

RBI did not respond to ET’s mail seeking its comment on the issue.

On March 27, the regulator created an enabling provision for lenders to provide a three-month
moratorium on term loans for the borrowers under stress. The regulator also announced a
targeted long term repo operations (LTRO) and told banks to deploy liquidity availed through this
in investment grade corporate bonds, CPs and NCDs.

“In steady state, no NBFC maintains liquid cash, to pay their obligations to lenders, and opex
beyond a few months," said Kshama Fernandes, chief executive at Northern Arc Capital, which
arranges capital for smaller firms. "If the flow of moratorium/debt to NBFCs isn't restored, with all
the best intentions, this isn't going to work, and the NBFC tap will soon run dry and they will not
be able to service their clients for long,” she said.

/topic/The-Reserve-Bank-of-India
/topic/moratorium
/topic/loans
/topic/Microfinance-Institutions-Network
/topic/Shaktikanta-Das
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MFIN and Sa-Dhan argued in their joint letter that moratorium would also be required for direct
assignment deals where banks have purchased MFI loans, as also for the business
correspondence arrangements where MFIs source and collect on behalf of banks — since in all
these cases, underprivileged women who have taken microfinance loans will not be repaying for
next three months.

“On one hand, each of our client knows that they don’t have to repay loans till the end of May,
leading to zero cash flow; and on the other hand, our lenders are refusing moratorium support.
How can we pay the lenders?” asked Manoj Nambiar, managing director of Arohan Financial
Services and chairman of MFIN.
KOLKATA: The Reserve Bank of India (RBI) appears to have swung into action as microfinance
firms pressed the panic button over liquidity mismatches after several banks refused to pass on
the moratorium benefit to them.

Besides, about 90% of the MFIs with below investment grade ratings don’t have access to
money markets to meet the liquidity gaps as suggested by the regulator. Borrowing from the
market to pay back loans is any way not an ideal situation, captains of the industry said.

RBI has collated business details, size of borrowing, liquidity position and credit rating profile
from NBFC-MFIs via a series of communications since Sunday, apparently to get to the bottom
of the issue.

Confusion reigned on whether NBFC-MFIs are eligible to the get moratorium support from their
lenders. Many believe that RBI’s announcement on moratorium only covers retail loans, in
contrast to what the ministry of finance said in its frequently asked questions : "It (rescheduling
of payments) is applicable for all term loans in all the segments, irrespective of the segment and
the tenor of the term loans." NBFC-MFIs raise term loans from banks for on-lending to micro
borrowers.

“Situation is much worse now. Most banks are not giving back-to-back moratorium to MFIs,
citing confusion prevailing in the market,” said Harsh Shrivastava, chief executive at the
Microfinance Institutions Network (MFIN), a self-regulator for the sector.

MFIN and Sa-Dhan, another lobby group for MFIs, have jointly pitched for a clarification from the
regulator on the issue.

“MFIs’ own cash flows would be precarious as they are not collecting any money, even for their
own operating costs, leave aside being in position to service their debt,” they said in a letter to
Governor Shaktikanta Das dated April 4, requesting him to remove the doubts on the matter.

They also argued that MFIs raise funding mostly in the form of term loans from banks and
financial institutions and repayments are made after collection from borrowers. Out of Rs 55853
crore outstanding borrowing as on March 31, 2020, merely 0.5% is raised through commercial
papers (CPs) and about 11.5% through non-convertible debentures (NCDs).

RBI did not respond to ET’s mail seeking its comment on the issue.

On March 27, the regulator created an enabling provision for lenders to provide a three-month
moratorium on term loans for the borrowers under stress. The regulator also announced a
targeted long term repo operations (LTRO) and told banks to deploy liquidity availed through this
in investment grade corporate bonds, CPs and NCDs.

“In steady state, no NBFC maintains liquid cash, to pay their obligations to lenders, and opex
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beyond a few months," said Kshama Fernandes, chief executive at Northern Arc Capital, which
arranges capital for smaller firms. "If the flow of moratorium/debt to NBFCs isn't restored, with all
the best intentions, this isn't going to work, and the NBFC tap will soon run dry and they will not
be able to service their clients for long,” she said.

MFIN and Sa-Dhan argued in their joint letter that moratorium would also be required for direct
assignment deals where banks have purchased MFI loans, as also for the business
correspondence arrangements where MFIs source and collect on behalf of banks — since in all
these cases, underprivileged women who have taken microfinance loans will not be repaying for
next three months.

“On one hand, each of our client knows that they don’t have to repay loans till the end of May,
leading to zero cash flow; and on the other hand, our lenders are refusing moratorium support.
How can we pay the lenders?” asked Manoj Nambiar, managing director of Arohan Financial
Services and chairman of MFIN.
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Source : www.economictimes.indiatimes.com Date : 2020-04-09

FINANCE MINISTRY ALLOWS STATES TO BORROW RS
3.20 LAKH CRORE FROM MARKET

Relevant for: Indian Economy | Topic: Issues relating to Planning & Economic Reforms

NEW DELHI: The Finance Ministry has allowed all states to borrow a cumulative Rs 3.20 lakh
crore from market between April-December.

The move comes amid states'' demand for higher funds from the Centre to meet the expenses in
dealing with COVID-19 pandemic.

In a letter to the RBI, the ministry said that the Centre has decided to permit states to raise open
market borrowing on the basis of 50 per cent the Net Borrowing Ceiling fixed for the year 2020-
21 for financing the states''s annual plan for the fiscal.

As per the letter by the Department of Expenditure to the RBI, 28 states have been allowed to
borrow a cumulative Rs 3,20,481 crore from markets on an ad-hoc basis for the first nine
months of the current fiscal.

Accordingly, West Bengal can borrow Rs 20,362 crore, Maharashtra (Rs 46,182 crore), Uttar
Pradesh (Rs 29,108 crore), Karnataka (Rs 27,054 crore), Gujarat (Rs 26,112 crore) and
Rajasthan (Rs 16,387 crore).

"RBI is requested to make necessary arrangement in consultation with state government to raise
the open market borrowing," the letter said.

It also said that further consent for raising open market borrowing during April-December will be
processed after receiving complete information from states.

The Reserve Bank of India (RBI) on Tuesday permitted state governments and Union territories
(UTs) greater flexibility for availing overdraft facilities with immediate effect till September 30.
The facility will now be available for 21 days as against the earlier 14 days.
NEW DELHI: The Finance Ministry has allowed all states to borrow a cumulative Rs 3.20 lakh
crore from market between April-December.

The move comes amid states'' demand for higher funds from the Centre to meet the expenses in
dealing with COVID-19 pandemic.

In a letter to the RBI, the ministry said that the Centre has decided to permit states to raise open
market borrowing on the basis of 50 per cent the Net Borrowing Ceiling fixed for the year 2020-
21 for financing the states''s annual plan for the fiscal.

As per the letter by the Department of Expenditure to the RBI, 28 states have been allowed to
borrow a cumulative Rs 3,20,481 crore from markets on an ad-hoc basis for the first nine
months of the current fiscal.

Accordingly, West Bengal can borrow Rs 20,362 crore, Maharashtra (Rs 46,182 crore), Uttar
Pradesh (Rs 29,108 crore), Karnataka (Rs 27,054 crore), Gujarat (Rs 26,112 crore) and
Rajasthan (Rs 16,387 crore).

"RBI is requested to make necessary arrangement in consultation with state government to raise
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the open market borrowing," the letter said.

It also said that further consent for raising open market borrowing during April-December will be
processed after receiving complete information from states.

The Reserve Bank of India (RBI) on Tuesday permitted state governments and Union territories
(UTs) greater flexibility for availing overdraft facilities with immediate effect till September 30.
The facility will now be available for 21 days as against the earlier 14 days.
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Source : www.pib.nic.in Date : 2020-04-09

BIOFORTIFIED CARROT VARIETY DEVELOPED BY
FARMER SCIENTIST BENEFITS LOCAL FARMERS

Relevant for: Indian Economy | Topic: Major Crops, Cropping Patterns and various Agricultural Revolutions

Ministry of Science & Technology

Biofortified carrot variety developed by farmer scientist
benefits local farmers

Posted On: 08 APR 2020 11:30AM by PIB Delhi

Madhuban Gajar, a biofortified carrot variety with high -carotene and iron content developed by
Shri Vallabhhai Vasrambhai Marvaniya, a farmer scientist from Junagadh district, Gujarat is
benefitting more than 150 local farmers in the area. It is being planted in an area of over 200
hectares in Junagadh, and the average yield, which is 40-50 t/ha, has become the main source
of income to the local farmers. The variety is being cultivated in more than 1000 hectares of land
in Gujarat, Maharashtra, Rajasthan, West Bengal, Uttar Pradesh during the last three years.

The Madhuvan Gajar is a highly nutritious carrot variety developed through the selection
methodwith higher -carotene content (277.75 mg/kg) and iron content (276.7 mg/kg) dry basis
and is used for various value-added products like carrot chips, juices, and pickles. Among all the
varieties tested, beta-carotene and iron content were found to be superior.

 

 

National Innovation Foundation (NIF) – India, an autonomous institute under the Department of
Science and Technology,Govt. of India conducted validation trials for this variety at Rajasthan
Agricultural Research Institute (RARI), Jaipur, between 2016 and 2017. In the trials, it was found
that Madhuban Gajar carrot variety possesses a significantly higher root yield (74.2 t/ha) and
plant biomass (275 gm per plant) as compared to check variety.

The on-farm trials of the variety were conducted over 25 hectares of land by NIF in different
states like Gujarat, Maharashtra, Rajasthan, Assam, Haryana, Punjab and West Bengal which
involved more than 100 farmers where the performance of the variety (MadhuvanGajar) was
found to be appreciable in term of yield and its other properties.

During 1943, Shri Vallabhhai Vasrambhai Marvaniya found that a local carrot variety which was
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profoundly used for fodder to improve the quality of milk. He selectively cultivated this variety
and sold this carrot in the market at a good price. Since then, he, along with family, is working
for the conservation and development of this cultivar. The production and marketing of seeds of
the variety are taken care of by his son Shri Arvindbhai and the average sale is about 100
quintals per annum. Around30 local seeds suppliers are involved for the seed marketing of the
variety throughout the country, andthe production of seeds is being under taken out byShri
Vallabhhai himself with a group of some local farmers.

During the early years of the development of this variety,Shri Vallabhhai selected the best plants
for seed production and grew them in a small area for domestic consumption as well as for
marketing. Later on, demand for this carrot grew, and he started cultivation on a large scale
during the 1950’s. He also started distributing the seeds to other farmers in his village and
adjoining areas in the 1970s. During 1985, he started selling the seeds on a large scale. The
average yield of Maduvan Gajar is 40 – 50 t/ha and had been cultivated in Gujarat, Maharashtra,
and Rajasthan successfully.

Shri VallabhaiVasrambhai Marvaniyawas conferred with a National Award by the President of
India at Rashtrapati Bhavan, New Delhi during Festival of Innovation (FOIN) – 2017. He was
conferred with Padma Shri in the year 2019 for his extraordinary work.

 

 

*****
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Source : www.thehindu.com Date : 2020-04-10

A DOUBLE WHAMMY FOR INDIA-GULF ECONOMIC
TIES

Relevant for: Indian Economy | Topic: Issues relating to Planning & Economic Reforms

Saudi Aramco’s Ras Tanura oil refinery and oil terminal in Saudi Arabia. File   | Photo Credit:
REUTERS

The Gulf region is at the epicentre of a perfect storm: apart from the COVID-19 pandemic, it also
has an oil price meltdown. Although this double jeopardy still has some distance to go before
stabilising, given India’s vital relations with the eight Gulf countries, the situation’s impact on
bilateral economic ties needs to be anticipated and managed.

The region, especially Iran, has been mauled by COVID-19, and the figures are yet to peak. The
pandemic has put nearly a third of the world’s population under some form of lockdown curbing
the consumption of hydrocarbons, the mainstay of Gulf economies. A Goldman Sachs report
published on March 30 estimated that COVID-19 had lowered the world crude consumption by
28 million bpd. The consequent oil glut began depressing the price. The Organization of the
Petroleum Exporting Countries and other crude producers (OPEC+), however, failed to reach a
production-curtailing strategy as Saudi Arabia and Russia, the cartel’s two biggest producers,
held different views. As a result, OPEC+ unravelled with each producer chasing a higher share
in a collapsing market. Consequently, the oil prices went for a tailspin having fallen by 55%
during March to an 18-year low on March 30. Though the market has recovered since and a
wider production-sharing compromise is in the works, the general outlook remains bleak.

In a rare joint statement on March 16, the heads of OPEC and the International Energy Agency
(IEA) warned that developing countries’ oil and gas revenues will decline by 50% to 85% in 2020
with potentially far-reaching economic and social consequences. The economic outlook for the
Gulf has indeed deteriorated, with Saudi Arabia’s fiscal deficit expected to cross 8% in 2020.
The global economy is expected to have a recession induced by COVID-19 this year. Even if it
limps back to growth in 2021, the process may be slow and less energy-intensive: national self-
reliance on strategic goods such as pharmaceuticals may deter their trade, and the tourism and
hospitality sectors, the core of Dubai’s economy, may take much longer to resuscitate. The
pandemic has already made this year’s Hajj and Dubai Expo doubtful.

India’s economic ties with the Gulf states have two dominant verticals: the economic symbiosis
and India’s expatriate community. Bilateral economic ties are strong: the India-Gulf trade stood
around $162 billion in 2018-19, being nearly a fifth of India’s global trade. It was dominated by
import of crude oil and natural gas worth nearly $75 billion, meeting nearly 65% of India’s total
requirements. Some of these countries have large Indian investments and some have planned
large investments in India. Second, the number of Indian expatriates in the Gulf states is about
nine million, and they remitted nearly $40 billion back home. Both these intertwined pillars of
India-Gulf ties have been affected by the recent maelstrom roiling the shared region.

India being the world’s third largest importer of crude, a sharp and prolonged decline in oil prices
helps its current account. However, this is not an unmitigated blessing. The Gulf’s lower oil
revenues also presage decreased bilateral trade and investments as well as expatriates’
remittances — all of them adding to India’s current financial stress.

Oil is a cyclic commodity and the Gulf producers have long evolved a pattern to handle its
periodic lows. They tend to tighten their belts and dip into their reserves. They also transfer the

https://www.thehindu.com/profile/photographers/REUTERS/
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burden on to the last person in line, viz. the Asian expatriate. The fresh recruitment stops,
salaries are either lowered or stalled, taxes raised and localisation drives launched. The net
result is that a large number of expatriates return to their homes. This time there is an added
complication of the pandemic, to which the Asian expatriates living in densely populated camps
are particularly vulnerable. In case the pandemic worsens in the lower Gulf, panic-stricken,
wage-deprived Indians may prefer to come back. This would create an exodus of epic
proportions, the nearest example being the evacuation of over 1,50,000 Indians from Kuwait in
1990-91, albeit for political reasons, an event that upended India’s economy. Apart from creating
a logistical nightmare of transporting millions of expatriates back, they would need to be
resettled and re-employed.

While hoping that the Gulf states are able to contain the pandemic and the oil shock, India
needs to make some contingency plans in consultation with the individual countries. It should do
whatever it takes to enhance their capacity to handle COVID-19 cases among the Indian
expatriates. India’s missions there also need to monitor the situation and try to avoid panic
among its nationals.

In the longer run, it is quite clear that we need to find new drivers for the India-Gulf synergy. This
search could begin with cooperation in healthcare and gradually extend outward towards
pharmaceutical research and production, petrochemical complexes, building infrastructure in
India and in third countries, agriculture, education and skilling as well as the economic activities
in bilateral free zones created along our Arabian Sea coast eventually leading to an India-Gulf
Cooperation Council Free Trade Area. Only then would we have sufficiently diversified the India-
Gulf economic ties to protect them from such shocks.

Mahesh Sachdev, a former Ambassador, is President, Eco-Diplomacy & Strategies,

New Delhi
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Source : www.indianexpress.com Date : 2020-04-10

THROUGH THE PRISM OF CRISIS
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

The COVID-19 crisis is affecting rural India at a time when agriculture is already in a precarious
situation. The thousands of migrant workers who have returned to their villages since the
lockdown used to send home large remittances. Tariq Thachil’s field work shows that a majority
of the migrant workers send 25 to 50 per cent of their monthly income to their families — which
will now miss this money. In Bihar, these remittances accounted for 35.6 per cent of gross state
domestic product in 2011-12, up from 11.6 per cent in 2004-05. How will the villagers of Bihar, or
Orissa, for that matter, cope with this new situation?

The question is particularly relevant at a time when Indian agriculture is facing huge challenges.
In fact, the migrant worker phenomenon is a symptom of these challenges, as they have moved
to the city mostly because of the push factors. According to the 2011 census, 3.5 million
migrants who moved within the last one year stated economic reasons for migration. The
corresponding numbers for the 2001 and 1991 census, were, respectively, 2.2 and 1.4 million.

For years, rural India has been losing ground vis-a-vis towns and cities. In 2008, the “rural-urban
gap” was at 45 per cent in India in terms of average revenue — versus 10 per cent for China
and Indonesia. The data from the 75th round of NSSO for 2017-18 suggests that the rural-urban
gap widened during 2012-18. The rural monthly per capita expenditure declined from Rs 1,430
in 2011-12 to Rs 1,304 in 2017-18 — an 8.8 per cent decline — while it rose from Rs 2,630 to
Rs 3,155 in urban India — a 2.6 per cent increase. This is partly due to the slow growth of
agriculture over the last decade. In 2013-2019, the average agricultural GDP growth rate was
3.1 per cent, much lower than the average GDP growth rate — 6.7 per cent. This growth in
agriculture was also driven by non-crop sectors, including livestock. The average growth of the
crop sector, which accounts for two-thirds of the agricultural sector GDP, was 0.3 per cent, the
lowest in two decades.

Tillers of the land have left villages for that reason, and also because of the shrinking of
landholdings. More than half of those who live off agriculture are landless peasants. And the
others have very small holdings. According to a survey carried out by the National Bank for
Agriculture and Rural Development, the average landholding size of an household had shrunk to
1.1 ha in 2016. In fact, 37 per cent of farm households owned land parcels of smaller than 0.4
ha, another 30 per cent had holdings which fall between 0.41 and 1.0 ha. Only 13 per cent
agricultural households owned landholdings bigger than 2 ha. As a result, the proportion of
those owning less than one ha reached 82.8 per cent — whereas a farm household needs to
have at least 1 ha of land to make ends meet.

Secondly, irrigation has stagnated, with less than half of Indian farmland irrigated. Thirdly, rural
India suffers from what Ashok Gulati calls the “urban consumer bias”: To spare urban
consumers, government has kept food prices very low. One of the techniques it used was to let
imports of food products submerge the Indian market. Fourthly, budget cuts have affected key
programmes such as the Rashtriya Krishi Vikas Yojana and the Backward Regions Grant Fund
as well as irrigation schemes, such as the Integrated Watershed Management Programme and
Accelerated Irrigation Benefits. The actual allocation in agriculture has been short of the
budgeted allocation since 2014.

Qualitatively, the agricultural sector has suffered because of the rise of monocultures based on
the intensive use of chemical pesticides. Nearly 30 per cent of India’s land has been degraded
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due to deforestation, intensive farming, soil erosion and groundwater depletion, resulting in
desertification — the level of water tables fell by 65 per cent in 10 years.

For all these reasons, over half of the farmers are indebted: The average loan amount
outstanding for a farm household in India in 2017 was Rs 47,000. More than 3,20,000 farmers
committed suicide between 1995 and 2016, according to the National Crime Records Bureau —
which has stopped providing this data since. Many others live in great economic distress. In fact,
this crisis not only explains the increasingly large number of migrant workers, it also puts food
security in jeopardy for the poor. While grain stocks have increased, access to food has not in
rural India, especially for those who live below the poverty line. NSS data show that rural poverty
rose about 4 percentage points between 2011-12 and 2017-18 to 30 per cent whereas urban
poverty fell 5 percentage points over the same period to 9 per cent. India, which was ranked 93
in 2015 in the Global Hunger Index, slipped to the 102nd rank (out of 117 countries) in 2019 —
below all the other South Asian countries.

Thus, the COVID-19 crisis, by revealing the magnitude of the migrant worker phenomenon,
should open the eyes of the urban dwellers to the grim situation of India’s agriculture. This
sector of the economy should become a priority again in term of policies. Indian agriculture
needs more investments (in irrigation, for instance) and more financial support (by relaunching
the MGNREGA, among other things). But not only that. Further liberalisation of Indian
agriculture would hamper food security as the existing food procurement system is essential in
maintaining food reserves and protection of vulnerable farmers from the whims of the global
markets with the minimum support price offered for wheat and rice under the Agricultural
Produce Market Committee (APMC) Act.

In the midst of every crisis lies an opportunity. An agro-ecological transition will regenerate not
only the soil which was depleted due to the excessive use of chemical pesticides but also
ensure sustainable supply of food in the long run. Since the agro-ecological system of farming is
more bio-diverse in nature, it will make the system more resilient overall and provide a safety net
for farmers in case of crop damage due to factors such as climate change or droughts. It will
also strengthen food security and help the nation fight hunger and malnutrition. Finally, it will
help bridge the urban-rural divide as much-needed investment will occur in rural areas after
decades of neglect that created the staggering inequalities.

The transition to an agro-ecological system of agriculture has the capacity to become the engine
to restart a sustainable economy by increasing soil fertility and reducing groundwater
exploitation. Indian agriculture would provide millions with livelihoods, making migration to the
city less necessary.

Jaffrelot is senior research fellow at CERI-Sciences Po/CNRS, Paris and professor of
Indian Politics and Sociology at King’s India Institute; Thakker is food and agriculture
policy analyst and student of environment policy with specialisations in agriculture
policy and african affairs at the Paris School of International Affairs, SciencesPo.

 The Indian Express is now on Telegram. Click here to join our channel (@indianexpress)
and stay updated with the latest headlines
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Source : www.pib.nic.in Date : 2020-04-13

ROBUST DIGITAL PAYMENT INFRASTRUCTURE
ENABLES PROMPT TRANSFER OF CASH PAYMENT
UNDER PRADHAN MANTRI GARIB KALYAN PACKAGE.

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

Ministry of Finance

Robust Digital Payment Infrastructure Enables Prompt
Transfer of Cash Payment under Pradhan Mantri Garib
Kalyan Package.

Posted On: 12 APR 2020 7:05PM by PIB Delhi

A digital pipeline has been laid through linking of Jan-Dhan accounts as well as other
accounts with the account holders’ mobile numbers and Aadhaar [Jan Dhan-Aadhaar-
Mobile (JAM)]. This infrastructure pipeline is providing the necessary backbone for DBT
flows, adoption of social security/pension schemes, etc.The Pradhan Mantri Jan Dhan
Yojana (PMJDY) was launched in August, 2014 with an aim to provide bank accounts to
unbanked persons.  Out of around 126 crore operative CASA accounts as on 20th March
2020, more than 38 crore have been opened under PMJDY.

 

Enablement of interoperable, speedy and accurate transactions: The bank accounts
are enabled to carry out both cash and digital transactions at bank branches, Business
Correspondent (BC) points, merchant locations and on internet. Using biometric ID, highly
cost-effective payments solutions like AePS/ Bhim Aadhaar Pay have been created both for
banking services and for retail payments.

●

 

The Digital Payment Ecosystem includes the following modes:   ●

 

AePS:  helps in cash withdrawal by using Aadhaar authentication at branch/BC locations.v.
Bhim Adhaar Pay:  enables payment to merchants using Aadhaar authenticationvi.
RuPay debit cards: As on 31 March 2020, a total of 60.4crore RuPay cards have been
issued including 29 crore issued in PMJDY accounts. These cards could be used at ATMs
for cash withdrawal and at Points of Sale (PoS)& e-commerce for digital payments.

vii.

UPI: Immediate real time payment system which helps in both person to person (P2P)
and Person to Merchant (P2M) transactions.

viii.

BBPS: helps in payment of utility bills through internet & BC locations both by using cash &
digital modes.

ix.

 

Using the digital payment infrastructure mentioned above, more than 30 crore
poor people have received financial assistance of Rs 28,256 crore under the
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Pradhan Mantri Garib Kalyan Package announced by Union Finance Minister
Smt Nirmala Sitharaman on 26th March to protect them from the impact of the
lockdown due to COVID 19.

The following amounts have been released to beneficiaries till 10th April 2020,
under the Pradhan Mantri Garib Kalyan Package.

 

Scheme
No of
beneficiaries

Estimated amount

Support to PMJDY
women account
holders

19.86 crore (97%) Rs 9930 crore

Front-loaded payments
to farmers under PM-
KISAN

6.93 crore (out of
8 crore)

Rs 13,855 crore

Support to NSAP
beneficiaries (widows,
senior citizens and
Divyang)

2.82 crore Rs 1405 crore

Support to Building
and other construction
workers

2.16 crore Rs 3066 crore

Total 31.77 crore Rs 28,256 crore
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Read this release in: Marathi , Hindi , Bengali , Punjabi , Gujarati , Odia , Telugu , Kannada ,
Malayalam
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Source : www.economictimes.indiatimes.com Date : 2020-04-13

WORLD BANK SEES FY21 INDIA GROWTH AT 1.5-2.8%;
SLOWEST SINCE ECONOMIC REFORMS THREE
DECADES BACK

Relevant for: Indian Economy | Topic: Issues relating to Planning & Economic Reforms

India is likely to record its worst growth performance since the 1991 liberalisation this fiscal year
as the coronavirus outbreak severely disrupts the economy, the World Bank said on Sunday.
India's economy is expected to grow 1.5 per cent to 2.8 per cent in the 2020-21 fiscal which
started on April 1, the World Bank said in its South Asia Economic Focus report. It estimated
India will grow 4.8 per cent to 5 per cent in the 2019-20 fiscal that ended on March 31.

The COVID-19 outbreak came at a time when India's economy was already slowing due to
persistent financial sector weaknesses, the report said. To contain it, the government imposed a
lockdown, shutting factories and businesses, suspending flights, stopping trains and restricting
mobility of goods and people. "The resulting domestic supply and demand disruptions (on the
back of weak external demand) are expected to result in a sharp growth deceleration in FY21
(April 2020 to March 2021)," it said, adding that the services sector will be particularly impacted.

A revival in domestic investment is likely to be delayed given enhanced risk aversion on a global
scale, and renewed concerns about financial sector resilience. "Growth is expected to rebound
to 5% in Fiscal 2022 (2021-22) as the impact of COVID-19 dissipates, and fiscal and monetary
policy support pays off with a lag," the World Bank said. The World Bank joins a chorus of
international agencies that have made a similar cut in growth estimates in recent days on
concerns about the COVID-19 outbreak.

The Asian Development Bank (ADB) sees India's economic growth slipping to 4 per cent in the
current fiscal, while S&P Global Ratings has further slashed its GDP growth forecast for the
country to 3.5 per cent from a previous downgrade of 5.2 per cent. Fitch Ratings puts its
estimate for India growth at 2 per cent, while India Ratings & Research has revised its FY21
forecast to 3.6 per cent from 5.5 per cent earlier.

Moody's Investors Service has slashed its estimate of India's GDP growth during 2020 calendar
year to 2.5 per cent, from an earlier estimate of 5.3 per cent. In its report released on Sunday,
the World Bank saw the South Asian region, comprising eight countries, growing by 1.8 - 2.8 per
cent this year, down from the 6.3 per cent it projected six months ago. Its 2019-20 estimate for
India at 4.8 - 5 per cent is lower by 1.2 - 1 per cent of the estimate made in October 2019. The
1.5 - 2.8 per cent growth estimate in 2020-21 is lower than 5.4 - 4.1 per cent estimated in
October last year.

"The green shoots of a rebound that were observable at the end of 2019 have been overtaken
by the negative impacts of the global crisis," the World Bank report said, adding India has set
aside just over 1 per cent of GDP for programs to increase health sector spending and
compensate the unemployed, with the bulk of the money going towards cash transfers, free food
and gas cylinders, and interest-free loans. In a conference call with reporters, World Bank Chief
Economist for South Asia Hans Timmer said India's "outlook is not good."
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And if the domestic lockdown is prolonged, then the economic result can be much worse than
what the World Bank has in its baseline range of forecasts.

Among the steps that India can take to address this challenge, Timmer said the first is to focus
on mitigating the spread of the disease, and to make sure that everybody has food.

"Then, it is very important to prepare for a rebound and that means there should be a focus on
temporary jobs programmes, especially at the local levels. Those initiatives should be
supported. And it is important to prevent bankruptcies especially of a small and medium sized
enterprise," Timmer said in response to a question.

"In the longer run, this is really an opportunity to bring the Indian economy on sustainable path
not just fiscally, but also socially," he said.

The World Bank is working with India to mitigate the challenge posed by COVID-19. It has
approved USD 1 billion to India, of which the first tranche has already been released to deal with
the emergency in the health care sector.

The first tranche aims at delivering civilian diagnostic equipment, put in place additional capacity
to deal with testing and make testing available that benefits the entire population, said World
Bank Vice President for South Asia Hartwig Schafer.

It is also working with India on two additional operations, which is anticipated to be ready in a
matter of weeks.

These include, employment, banking and micro, small and medium enterprises sector.

In its report, the World Bank said that the COVID-19 outbreak has magnified pre-existing risks to
India's economic outlook.

The government is undertaking measures to contain the health and economic fallout, and the
RBI has begun providing calibrated support in the form of policy rate cuts and regulatory
forbearance.

"Given significant uncertainties, there is a wide confidence interval around the baseline estimate.
If a large-scale domestic contagion scenario is avoided, early policy measures payoff, and
restrictions to the mobility of goods and people can be lifted swiftly, an upside scenario could
materialize in FY21, with growth around four per cent," it said.

"However, if domestic contagion is not contained, and the nationwide shutdown is extended,
growth projections could be revised downwards to 1.5 per cent, and fiscal slippages would be
larger," it said.
India is likely to record its worst growth performance since the 1991 liberalisation this fiscal year
as the coronavirus outbreak severely disrupts the economy, the World Bank said on Sunday.
India's economy is expected to grow 1.5 per cent to 2.8 per cent in the 2020-21 fiscal which
started on April 1, the World Bank said in its South Asia Economic Focus report. It estimated
India will grow 4.8 per cent to 5 per cent in the 2019-20 fiscal that ended on March 31.

The COVID-19 outbreak came at a time when India's economy was already slowing due to
persistent financial sector weaknesses, the report said. To contain it, the government imposed a
lockdown, shutting factories and businesses, suspending flights, stopping trains and restricting
mobility of goods and people. "The resulting domestic supply and demand disruptions (on the
back of weak external demand) are expected to result in a sharp growth deceleration in FY21
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(April 2020 to March 2021)," it said, adding that the services sector will be particularly impacted.

A revival in domestic investment is likely to be delayed given enhanced risk aversion on a global
scale, and renewed concerns about financial sector resilience. "Growth is expected to rebound
to 5% in Fiscal 2022 (2021-22) as the impact of COVID-19 dissipates, and fiscal and monetary
policy support pays off with a lag," the World Bank said. The World Bank joins a chorus of
international agencies that have made a similar cut in growth estimates in recent days on
concerns about the COVID-19 outbreak.

The Asian Development Bank (ADB) sees India's economic growth slipping to 4 per cent in the
current fiscal, while S&P Global Ratings has further slashed its GDP growth forecast for the
country to 3.5 per cent from a previous downgrade of 5.2 per cent. Fitch Ratings puts its
estimate for India growth at 2 per cent, while India Ratings & Research has revised its FY21
forecast to 3.6 per cent from 5.5 per cent earlier.

Moody's Investors Service has slashed its estimate of India's GDP growth during 2020 calendar
year to 2.5 per cent, from an earlier estimate of 5.3 per cent. In its report released on Sunday,
the World Bank saw the South Asian region, comprising eight countries, growing by 1.8 - 2.8 per
cent this year, down from the 6.3 per cent it projected six months ago. Its 2019-20 estimate for
India at 4.8 - 5 per cent is lower by 1.2 - 1 per cent of the estimate made in October 2019. The
1.5 - 2.8 per cent growth estimate in 2020-21 is lower than 5.4 - 4.1 per cent estimated in
October last year.

"The green shoots of a rebound that were observable at the end of 2019 have been overtaken
by the negative impacts of the global crisis," the World Bank report said, adding India has set
aside just over 1 per cent of GDP for programs to increase health sector spending and
compensate the unemployed, with the bulk of the money going towards cash transfers, free food
and gas cylinders, and interest-free loans. In a conference call with reporters, World Bank Chief
Economist for South Asia Hans Timmer said India's "outlook is not good."

And if the domestic lockdown is prolonged, then the economic result can be much worse than
what the World Bank has in its baseline range of forecasts.

Among the steps that India can take to address this challenge, Timmer said the first is to focus
on mitigating the spread of the disease, and to make sure that everybody has food.

"Then, it is very important to prepare for a rebound and that means there should be a focus on
temporary jobs programmes, especially at the local levels. Those initiatives should be
supported. And it is important to prevent bankruptcies especially of a small and medium sized
enterprise," Timmer said in response to a question.

"In the longer run, this is really an opportunity to bring the Indian economy on sustainable path
not just fiscally, but also socially," he said.

The World Bank is working with India to mitigate the challenge posed by COVID-19. It has
approved USD 1 billion to India, of which the first tranche has already been released to deal with
the emergency in the health care sector.

The first tranche aims at delivering civilian diagnostic equipment, put in place additional capacity
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to deal with testing and make testing available that benefits the entire population, said World
Bank Vice President for South Asia Hartwig Schafer.

It is also working with India on two additional operations, which is anticipated to be ready in a
matter of weeks.

These include, employment, banking and micro, small and medium enterprises sector.

In its report, the World Bank said that the COVID-19 outbreak has magnified pre-existing risks to
India's economic outlook.

The government is undertaking measures to contain the health and economic fallout, and the
RBI has begun providing calibrated support in the form of policy rate cuts and regulatory
forbearance.

"Given significant uncertainties, there is a wide confidence interval around the baseline estimate.
If a large-scale domestic contagion scenario is avoided, early policy measures payoff, and
restrictions to the mobility of goods and people can be lifted swiftly, an upside scenario could
materialize in FY21, with growth around four per cent," it said.

"However, if domestic contagion is not contained, and the nationwide shutdown is extended,
growth projections could be revised downwards to 1.5 per cent, and fiscal slippages would be
larger," it said.
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Source : www.economictimes.indiatimes.com Date : 2020-04-13

COVID-19 TO HIT SOUTH ASIA VERY HARD, LIKELY TO
WIPE OUT GAINS MADE IN POVERTY
ALLEVIATION:WORLD BANK

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

Washington: The global coronavirus pandemic will hit South Asia very hard and the significant
gains made in poverty alleviation in the region are likely to be wiped out due to the impact of the
deadly disease, the World Bank warned on Sunday.

In its twice-a-year regional update, the bank said that South Asian governments must ramp up
action to curb the health emergency, protect their people, especially the poorest and most
vulnerable, and set the stage for fast economic recovery.

The latest report 'South Asia Economic Focus' anticipates a sharp economic slump in each of
the region's eight countries, caused by halting economic activity, collapsing trade, and greater
stress in the financial and banking sectors.

The COVID-19 pandemic will hit South Asia very hard and the significant gains made in poverty
alleviation in the region are likely to be wiped out, the report warned.

In this fast-changing and uncertain context, the report for the first time presents a range of
forecast, estimating that regional growth will fall to a range between 1.8 and 2.8 per cent in
2020, down from 6.3 per cent projected six months ago.

That would be the region's worst performance in the last 40 years, with temporary contractions
in all South Asian countries. In case of prolonged and broad national lockdowns, the report
warns of a worst-case scenario in which the entire region would experience a negative growth
rate this year.

This deteriorated forecast will linger in 2021, with growth projected to hover between 3.1 and 4.0
per cent, down from the previous 6.7 per cent estimate, it said.

Maldives is expected to be the worst hit along with Afghanistan, Pakistan and Sri Lanka, wherein
the full range of forecast is in negative territory, said Hans Timmer, World Bank Chief Economist
for the South Asia Region.

The other countries are likely experiencing short term recessions, but the fiscal year growth
numbers could be seen positive, he added.

"For example, India we forecast in the baseline growth between 1.5 and 2.8 per cent. In the
worst case scenarios, all countries would experience the decline in GDP in their annual growth
numbers," he said.

"The priority for all South Asian governments is to contain the virus spread and protect their
people, especially the poorest who face considerable worse health and economic outcomes,"
said Hartwig Schafer, World Bank Vice President for the South Asia Region.

"The COVID-19 crisis is also an urgent call-to-action moment to pursue innovative policies and
jumpstart South Asian economies once the crisis is over. Failure to do so can lead to long-term
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growth disruptions and reverse hard-won progress in reducing poverty," he said.

According to the report, the impact of the pandemic will hit hard low-income people, especially
informal workers in the hospitality, retail trade, and transport sectors who have limited or no
access to healthcare or social safety nets.

The report notes that the COVID-19 shock will likely reinforce inequality in South Asia.

As played out across the region, the sudden and large-scale loss of low paid work has driven a
mass exodus of migrant workers from cities to rural areas, spiking fear that many of them will fall
back into poverty, it said.

While there are no signs yet of widespread food shortages, the report warns that a protracted
COVID-19 crisis may threaten food security, especially for the most vulnerable.

In the short term, the report recommends preparing weak healthcare systems for greater
COVID-19 impacts, as well as providing safety nets and securing access to food, medical
supplies, and necessities for the most vulnerable.

To minimise short-term economic pain, the report calls for establishing temporary work
programs for unemployed migrant workers, enacting debt relief measures for businesses and
individuals, and easing inter-regional customs clearance to speed up import and export of
essential goods.

Once lockdown restrictions are loosened, South Asian governments should adopt expansionary
fiscal policies combined with monetary stimulus to keep credit flowing in their economies, it said.

Since many South Asian countries have limited fiscal space, these policies should target people
worst hit by the freeze on economic activity, it said.

The report urges governments to adopt temporary spending measures and coordinate with
international financial partners to avoid unsustainable long-term debt levels and fiscal deficits.

"After tackling the immediate COVID-19 threat, South Asian countries must keep their sovereign
debt sustainable through fiscal prudence and debt relief initiatives," said Timmer.

"And looking beyond the present crisis, lie great opportunities to expand digital technologies for
payment systems and distant learning to unlock remote areas in South Asia," said the World
Bank Chief Economist for the South Asia Region.

The novel coronavirus which originated from China in December has killed 108,862 people and
infected over 1.7 million people globally. The US has the highest number of infections at
529,887, while Italy leads the death toll with 19,468 fatalities, according to Johns Hopkins
University data. LKJ MRJ MRJ
Washington: The global coronavirus pandemic will hit South Asia very hard and the significant
gains made in poverty alleviation in the region are likely to be wiped out due to the impact of the
deadly disease, the World Bank warned on Sunday.

In its twice-a-year regional update, the bank said that South Asian governments must ramp up
action to curb the health emergency, protect their people, especially the poorest and most
vulnerable, and set the stage for fast economic recovery.

The latest report 'South Asia Economic Focus' anticipates a sharp economic slump in each of
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the region's eight countries, caused by halting economic activity, collapsing trade, and greater
stress in the financial and banking sectors.

The COVID-19 pandemic will hit South Asia very hard and the significant gains made in poverty
alleviation in the region are likely to be wiped out, the report warned.

In this fast-changing and uncertain context, the report for the first time presents a range of
forecast, estimating that regional growth will fall to a range between 1.8 and 2.8 per cent in
2020, down from 6.3 per cent projected six months ago.

That would be the region's worst performance in the last 40 years, with temporary contractions
in all South Asian countries. In case of prolonged and broad national lockdowns, the report
warns of a worst-case scenario in which the entire region would experience a negative growth
rate this year.

This deteriorated forecast will linger in 2021, with growth projected to hover between 3.1 and 4.0
per cent, down from the previous 6.7 per cent estimate, it said.

Maldives is expected to be the worst hit along with Afghanistan, Pakistan and Sri Lanka, wherein
the full range of forecast is in negative territory, said Hans Timmer, World Bank Chief Economist
for the South Asia Region.

The other countries are likely experiencing short term recessions, but the fiscal year growth
numbers could be seen positive, he added.

"For example, India we forecast in the baseline growth between 1.5 and 2.8 per cent. In the
worst case scenarios, all countries would experience the decline in GDP in their annual growth
numbers," he said.

"The priority for all South Asian governments is to contain the virus spread and protect their
people, especially the poorest who face considerable worse health and economic outcomes,"
said Hartwig Schafer, World Bank Vice President for the South Asia Region.

"The COVID-19 crisis is also an urgent call-to-action moment to pursue innovative policies and
jumpstart South Asian economies once the crisis is over. Failure to do so can lead to long-term
growth disruptions and reverse hard-won progress in reducing poverty," he said.

According to the report, the impact of the pandemic will hit hard low-income people, especially
informal workers in the hospitality, retail trade, and transport sectors who have limited or no
access to healthcare or social safety nets.

The report notes that the COVID-19 shock will likely reinforce inequality in South Asia.

As played out across the region, the sudden and large-scale loss of low paid work has driven a
mass exodus of migrant workers from cities to rural areas, spiking fear that many of them will fall
back into poverty, it said.

While there are no signs yet of widespread food shortages, the report warns that a protracted
COVID-19 crisis may threaten food security, especially for the most vulnerable.

In the short term, the report recommends preparing weak healthcare systems for greater
COVID-19 impacts, as well as providing safety nets and securing access to food, medical
supplies, and necessities for the most vulnerable.
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To minimise short-term economic pain, the report calls for establishing temporary work
programs for unemployed migrant workers, enacting debt relief measures for businesses and
individuals, and easing inter-regional customs clearance to speed up import and export of
essential goods.

Once lockdown restrictions are loosened, South Asian governments should adopt expansionary
fiscal policies combined with monetary stimulus to keep credit flowing in their economies, it said.

Since many South Asian countries have limited fiscal space, these policies should target people
worst hit by the freeze on economic activity, it said.

The report urges governments to adopt temporary spending measures and coordinate with
international financial partners to avoid unsustainable long-term debt levels and fiscal deficits.

"After tackling the immediate COVID-19 threat, South Asian countries must keep their sovereign
debt sustainable through fiscal prudence and debt relief initiatives," said Timmer.

"And looking beyond the present crisis, lie great opportunities to expand digital technologies for
payment systems and distant learning to unlock remote areas in South Asia," said the World
Bank Chief Economist for the South Asia Region.

The novel coronavirus which originated from China in December has killed 108,862 people and
infected over 1.7 million people globally. The US has the highest number of infections at
529,887, while Italy leads the death toll with 19,468 fatalities, according to Johns Hopkins
University data. LKJ MRJ MRJ
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Source : www.thehindu.com Date : 2020-04-14

RE-IMAGINING OUR ECONOMIC CHOICES
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Demographic Economics &

Various Indexes

Colourful silhouettes of people wearing protective face masks against infection  

The COVID-19 pandemic will reshape all our economic choices. Nations have made a crucial
choice in recent weeks, choosing human life over economic growth. Governments including
ours have mandated lockdowns to slow the pandemic, relieve the pressure on their hospitals
and save lives. On the one hand, there will be massive economic costs. Fitch Ratings have
halved their 2020 growth forecast. The volatility is unprecedented. A Forbes assessment started
with the pithy disclaimer “Last week’s economic forecast is out of date.” On the other hand,
updates land in our phones on a minute-by-minute basis, invoking both our empathy and our
fear. Our choice is obvious — human life over economic growth. To choose otherwise would be
inhuman. Surely, we have always made the same choice? Hardly.

Also read: Viral economies: On coronavirus impact

For decades, we have chosen profits and growth over human lives. The World Health
Organization (WHO) estimates that 4.2 million lives are lost annually due to air pollution. These
deaths occur in dispersed locations, through varying illnesses and outside our frenzied social
media feeds. Therefore, the choice is not as clear to us. It is a choice between 4.2 million lives
and the marginal returns from industries choosing polluting vs. non-polluting technologies. This
is not a Luddite call to replace our cars with carriages. Cleaner technologies are available, and
not only for Prius owners. For instance, through our IFAD programs, low-cost technologies are
being developed even for smallholder farmers.

Surely, we are finally saving all lives now? The recommendations are clear. Practice social
distancing? This is hardly viable for the 2% of the global population who are homeless or the
20% who lack adequate housing. Social distancing will also take a disproportionate economic
toll on the informal sector, employing up to 60% of the working population globally and 90% in
India. The cure could trigger deep poverty and a food security crisis, actually endangering more
lives. In this context, the first 1.7 lakh crore relief package was encouraging in its focus on
ensuring food security and cash transfers for the vulnerable.

Wash your hands? What about the 35% who lack access to sanitation? According to UNICEF,
even prior to COVID-19, diseases directly linked to lack of safe water killed 1,400 children under
five every day, globally over half a million a year. There has been a renewed focus on sanitation
in recent years. More is needed, but long-term measures might expand the fiscal deficit.

Also read: World Bank sees FY21 India growth at 1.5-2.8%, slowest since economic
reforms 30 years ago

Economics is about choices, a study of ‘human behaviour as a relationship between ends and
scarce means’. Trade-offs are central to these choices. On the one hand: 4.2 million, 0.5 million,
1,15,000 (and counting) lives. On the other: lower GDP rates, more expensive technologies,
higher fiscal deficits. Such comparisons might not pass our usual aesthetic standards. But this
pandemic will test our imagination. Binaries between left and right are collapsing. A Republican
Treasury Secretary in the United States is suggesting cash transfers for all workers. The
Confederation of Indian Industry is advising pay cuts for senior management while ensuring
workers do not lose jobs. Liberal democracies are competing to curtail individual rights and
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movement. Citizens are supporting (even demanding) these restrictions. We have embraced a
suspension of laws, a near-global ‘state of exception’.

These states of exception might be the new normal as black swans, highly improbable events
with extreme impact, now spread rapidly. The pace and volumes with which we can move
across territories and transport the virus have deepened our fragility. Perhaps it is time to shift
from indices of economic growth and speed (such as rates of GDP growth) to those that build on
lives and living conditions. Many organisations, including the one I work for, have already shifted
their focus from mere incomes to resilience. Relevant indices already exist. The Human
Development Index measures life expectancies as a proxy for long and healthy lives, education
and national incomes per capita. The Multi-Dimensional Poverty Index builds on capabilities,
captured through health, education and living standards. The difference between standard
economic targets and these welfare-based indices is their clear focus on lives over profits.

Also read: Is the global economy headed for recession?

In Netflix’s new dystopian offering, The Platform, inmates are randomly assigned a level in a
giant vertical tower. Food passes through a central chute from top to bottom. If the prisoners at
every level took their reasonable share, there would be enough for everyone. That never
happens, and those at the lower levels are forced to adopt brutal strategies to stay alive. This is
a harsh representation of our economies. Maybe too harsh. But the undeniable fact is that we do
not live in separate worlds. We inhabit a building with overlapping loops, where our rooms vary
in size and comfort but are all linked. We face a common enemy, and there may be more in the
future. One life undermined is a threat to everyone. What is the price we are now willing to pay
for others’ lives?

Kaushik Barua is the Cambodia Country Director at the UN International Fund for Agricultural
Development. Views expressed are personal
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To reassure Indian Muslims, the PM needs to state that the govt. will not conduct an exercise
like NRC

Subscribe to The Hindu now and get unlimited access.

Already have an account? Sign In

Sign up for a 30-day free trial. Sign Up

To continue enjoying The Hindu, You can turn off your ad blocker or Subscribe to The Hindu.

Sign up for a 30 day free trial.

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com

https://subscription.thehindu.com/signup?utm_source=curtainraiser&utm_medium=31334019&utm_campaign=op-ed#signin
https://subscription.thehindu.com/signup?utm_source=curtainraiser&utm_medium=31334019&utm_campaign=op-ed
https://subscription.thehindu.com/signup?utm_source=adblocker&utm_medium=signin&utm_campaign=adblocker


Page 57

cr
ac

kIA
S.co

m

Source : www.thehindu.com Date : 2020-04-14

GOOGLE, PAY: ON RE-USE OF NEWS CONTENT
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &

Black Money incl. Government Budgeting

Last week’s ruling by France’s competition regulator that Google must pay news
publishers and agencies for re-use of their content marks a significant turn in what has been a
see-saw battle between European regulators and publishers on the one hand and the tech giant
on the other. How this ends and what this leads to could set the template for not just the news
industry in France and Europe but also the rest of the world. For the time being, the ruling gives
the beleaguered news industry in France a rare edge in its dealings with the tech giant. Over the
last two decades, even as publishers across the world struggled to make a commercially
meaningful transition to the digital world, Google became the primary gateway for readers. While
this worked well for the readers and for Google, which as a result could build a mammoth
advertising business, it never worked well enough for news publishers, notwithstanding the
increase in traffic they experienced. Many publishers are, hence, now in a position where they
can neither let go of their dependence on the tech giant nor make monetary sense from this
arrangement. Also, individually, they are too small to challenge Google’s might. It is by
recognising the skewed nature of this copyright marketplace that the European legislators
amended rules in April last year — something which France then gave force to in July.

The genesis of the order by the French competition regulator was a complaint filed against
Google by unions representing publishers. They charged Google with abusing its dominant
position in response to the law, which seeks to create fairer grounds of negotiation. This it does
by allowing for the possibility of publishers to be paid for article extracts picked up by
aggregators. The complaint was that Google, on the grounds of complying with the new law,
decided it would not display the extracts and other elements unless publishers authorise free
usage. The regulator said it found that Google’s practices “were likely to constitute an abuse of a
dominant position, and caused serious and immediate harm to the press sector.” It could be
argued that the French case will do little to shake up the existing framework. Previous legislative
attempts by other European Union constituents, such as Germany and Spain, to allow for such
extracts to be monetised by publishers have proved counterproductive. For instance, Google
ended up shutting down its news service in Spain. But the French attempt promises to end
differently. That is because, built in in the regulator’s order is a requirement that negotiations
“effectively result in a proposal for remuneration from Google.” Where will this go from here?
Publishers across the world will be watching.
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PRADHAN MANTRI GARIB KALYAN PACKAGE :
PROGRESS SO FAR

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

Ministry of Finance

Pradhan Mantri Garib Kalyan Package : Progress so far

Posted On: 13 APR 2020 4:11PM by PIB Delhi

More than 32crore poor people received financial assistance of
Rs29,352crore under the Pradhan MantriGaribKalyan Package

●

5.29 Crore beneficiaries distributed free ration of food grains
under Pradhan MantriGaribKalyan  Ann Yojana

●

97.8 Lakh free Ujjwala cylinders delivered●

2.1 Lakh members of EPFO taken benefit of online withdrawal of
non-refundable advance from EPFO account amounting toRs
510crore

●

First instalment of PM-KISAN :Rs14,946crore transferred to
7.47crore farmers

●

Rs 9930 crore disbursed to 19.86 crore to Women Jan Dhan
account holders

●

Rs 1400 crore disbursed to about 2.82 crore old age persons,
widows and disabled persons

●

2.17crore Building & Construction workers received financial
support amounting to Rs 3071crore.

●

 

In order to ensure that weaker sections of the society continue to get the basis
amenities and do not get impacted during the lock down period due to COVID 19,
Rs1.70 lakh crore Pradhan MantriGaribKalyanPackage (PMGKP) was announced
by Union Finance Minister SmtNirmalaSitharaman on 26th March 2020 to protect
such people from the impact of the lockdown.

 As part of the Pradhan MantriGaribKalyan Package, the Government announced
free food grains and cash payment to women and poor senior citizens and farmers.
The swift implementation of the package is being continuously monitored by Central
and State governments. Finance Ministry, the concerned Ministries, Cabinet
Secretariat and PMO are leaving no stone unturned to ensure that the relief
measures reach the needy swiftly and in line with the intent of the lock down.

Fintech and digital technology have been employed for swift and efficient transfer to
the beneficiary. Direct benefit transfer, i.e. transfer that ensures that the amount is



Page 60

cr
ac

kIA
S.co

m

directly credited into the account of the beneficiary, eliminates leakage and improves
efficiency has been employed. This has also ensured credit to the beneficiary’s
account without the need for the beneficiary to physically go to the branch.

As on 13th April, 2020, 32.32crore beneficiaries have been directly given cash
support through Direct Benefit Transfer (DBT)amounting to Rs29,352crore
under the package.

Pradhan MantriGaribKalyanAnn Yojana :

So far 20.11 Lakh MT of food grains have been lifted  by 31 States/UTs out of 40
Lakh MT for April. 2.65 lakh MT has been distributed by 16 States/UT to 5.29Crore
beneficiaries covered by 1.19 Crore Ration cards as April 2020 entitlement.3985
MT of Pulses have also been dispatched to various states/UTs.

Free Gas Cylinders to Pradhan MantriUjjwalaYojana beneficiaries:-
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Total 1.39 Cr cylinders have been booked under this PMUY scheme so far and 97.8
Lakh PMUY free cylinders already delivered to beneficiaries.

Non refundable advance of 75% of outstanding balance or 3 months’ wages,
whichever is lower allowed to the members EPFO:-

2.1 lakh members of EPFOhave availed online withdrawal of Rs. 510 croresso
far.

EPF contribution for 3 months-Payment of 24 % of Wages as contribution to
EPFO members drawing wages below Rs 15000 per months in establishment
up to 100 workers.

An amount of Rs.1000 crorehas already been released to EPFOfor the Scheme for the month
of April, 2020.78.74 lakh beneficiaries and concerned establishments have been informed. A
scheme to implement the announcement finalized. FAQ put on the website.

 

MNREGA:-

Increased rate has been notified w.e.f 01-04-2020.In the current financial year, 19.56
lakh person’s man-days of work generated. Further, Rs 7100 crore released to states
to liquidate pending dues of both wage and material.

 

Insurance Scheme for health workers in Government Hospitals and Health Care
Centres :

 

The Scheme has been operationalised by New India Assurance covering 22.12
Lakh health workers.

 

Support to Farmers :

 Of the total disbursement, Rs 14,946crore has gone towards payment of the first
instalment of PM-KISAN. Under the scheme, nearly 7.47crore out of the 8 crore
identified beneficiaries got 2,000 directly in their account.

Support to PMJDY Women account holders:

As large number of household in India are largely managed by the women, under the
package, as many as 19.86 crore women Jan Dhan account holders received 500
each in their account. As on 13th April,2020, the total disbursement under the head
was 9,930 crore.

Support to old age persons, widows and disabled persons

The National Social Assistance Programme (NSAP) disbursed about 1,400 crore to
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about 2.82 crore old age persons, widows and disabled persons. Each beneficiary
received an ex-gratia cash of Rs 500 under the scheme as the first instalment.
Another instalment of Rs 500 each will be paid during next month.

Support to Building & other Construction workers:

As many as 2.17croreBuilding &construction workers received financial support from
the Building and Construction Workers’ Fund managed by state governments. Under
this Rs 3,071crore were given to beneficiaries.

 

Pradhan Mantri Garib Kalyan Package

                                               Total Direct Benefit Transfer till 13/04/2020                                 

 

Scheme
Number of

Beneficiaries
Amount

Support to PMJDY women account
holders

19.86 Cr(97%)   9930 Cr

Support to NSAP (Aged widows,
Divyang, Senior citizen)

2.82 Cr (100%)   1405 Cr

Front-loaded payments to farmers
under PM-KISAN

7.47 Cr (out of 8 Cr) 14,946 Cr

Support to Building & Other
Construction workers

2.17 Cr    3071 Cr

TOTAL 32.32 Cr 29,352 Cr

 

****

RM/KMN

(Release ID: 1613949) Visitor Counter : 3054

Read this release in: Urdu , Marathi , Hindi , Bengali , Assamese , Punjabi , Gujarati , Odia ,
Tamil , Telugu , Kannada , Malayalam
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Source : www.thehindu.com Date : 2020-04-15

ECONOMIC LIBERALISATION AND ITS FAULTS
Relevant for: Indian Economy | Topic: Issues relating to Planning & Economic Reforms

“India is not able to get required quantities of test kits, PPE and parts of ventilators through
importation.” Central Reserve Police Force soldiers stitch personal protective equipment suits for
health workers in New Delhi. AP  

 Dr. Manmohan Singh’s 1991-92 Budget speech marked the beginning of the end of the ‘Licence
Raj’ in India. The Budget also announced the reduction of import duties and paved the way for
foreign-manufactured goods to flow into India. Following this, most of the manufacturing sector
was opened up to foreign direct investment. India’s industrial policy was virtually junked, and
policymakers and the political leadership became contemptuous of the idea of self-reliance.

In the late 1980s, transnational corporations started shifting the production base to smaller
companies in developing countries, especially Asia, in search of cheap labour and raw
materials. Developed countries supported the move because shifting the polluting and labour-
intensive industries suited them as long as ownership remained with their companies. Thus, the
world witnessed the development of global supply chains in many products starting with
garments, wherein huge companies with massive market power dictated the terms to smaller
manufacturers down the value chain to produce cheaply.

Coronavirus | No need to panic over availability of PPE: Health Ministry

Though many developing countries participated in the global production/value/supply chains, the
substantial value addition in developing countries happened in a few production hubs, of which
China emerged to be a major one. Manufacturing shifted from a decentralised production
system spread across different counties to just a few locations. However, countries like China
defied the logic of supply/value chains ensuring substantial value addition for themselves. They
even carried out backward integration and thus emerged as global manufacturing hubs for
certain products. In the case of health products, China became the global supplier of active
pharmaceutical ingredients (API), personal protective equipment (PPE), and medical devices
diagnostics.

This has major implications for the  COVID-19 outbreak. The resultant loss of manufacturing
base has affected the ability of many governments, including of developed countries, to put up
an effective response to the crisis. The U.K. Prime Minister asked the country’s manufacturers to
produce ventilators in order to provide care for critical COVID-19 patients. Similarly, the U.S.
President invoked the Defense Production Act of 1950 to ramp up N95 mask production. Under
this legislation, the U.S. President can direct U.S. manufacturers to shift from their normal
manufacturing activities to produce goods according to the directions of the government.
Similarly, the French Health Minister stated that the country may nationalise vaccine companies
if necessary. Spain nationalised all its private hospitals. Israel and Chile issued compulsory
licences to ensure that medicines are affordable. In an indirect show of power, Chinese
billionaire Jack Ma sent a flight containing 5.4 million face masks, kits for 1.08 million detection
tests, 40,000 sets of protective clothing and 60,000 protective face shields to the U.S. This
exposes the poor state of preparedness and dependence on imports for essential goods
required to meet the challenge of any major disease outbreak. This shows that what is good for
the company may not be good the country in all circumstances. So, the overwhelming objective
of private sector-led economic growth has proved to be disastrous.

In India, economic liberalisation has damaged the government’s capacity in two ways. First, it

https://www.thehindu.com/business/Economy/Manmohan-Singhs-1991-Budget-the-day-that-changed-India-forever/article14505003.ece
https://www.thehindu.com/topic/coronavirus/
https://www.thehindu.com/topic/coronavirus/
https://www.thehindu.com/news/national/coronavirus-no-need-to-panic-over-availability-of-ppe-health-ministry/article31299732.ece
https://www.thehindu.com/topic/coronavirus/
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incapacitated the government to respond to emergencies based on credible information. The
dismantling of the ‘Licence Raj’ resulted in the elimination of channels of information for the
government, which is crucial to make informed policy choices. For instance, as part of the
removal of ‘Licence Raj’, the government stopped asking for information from the manufacturer
to file the quantity of production of various medicines. As a result, it has taken weeks now and a
series of meetings for the government to gather information about stocks and the production
capacity of pharmaceutical companies. Similarly, there were difficulties in finding out India’s
production capacity of PPE, medical devices and diagnostics. The only government data
available in the public domain is with regard to the production of vaccines.

Second, the logic and policies of economic liberalisation seriously undermined the
manufacturing capabilities of health products in India. The short-sighted policy measures, with
the objective of enhancing profitability of the private sector, allowed the import of raw materials
from the cheapest sources and resulted in the debasing of the API industry, especially in
essential medicine. According to a report of the Confederation of Indian Industry (CII), nearly
70% of India’s API import is from China. The CII report lists nearly 58 API where the
dependence is 90% to 100%. The disruption in the supply of API due to the COVID-19 outbreak
has impacted the production of not only medicines required for COVID-19 patients, but also of
other essential medicines in India. As a cost-effective producer of medicines, the world is looking
to India for supply, but it cannot deliver due to its dependence on China, which has also forced
India to impose export restrictions on select medicines.

Similar dependence exists with regard to PPE, medical devices and diagnostic kits. The 100%
dependence on Reagents, an important chemical component for testing, is limiting the capacity
of the government from expanding testing because the cost of each test is 4,500. A population
of 1.33 billion requires a large number of tests. Dependence on imports affects the ability of
Indian diagnostic companies to provide an affordable test for all those who want to test for
COVID-19. There are only a few domestic manufacturers who can produce PPE and medical
devices like ventilators. Now the country is not able to get required quantities of test kits, PPE
and parts of ventilators through importation. In the name of economic efficiency, India allowed
unconditional imports of these products and never took note of the dangers of dependency.

Coronavirus | India to get 15 million PPE kits from China

Global supply/production chains not only destroyed the manufacturing base in developed and
developing countries; they also resulted in loss of jobs and poor working conditions in these
sectors. Developing countries were asked to ease their labour protection laws to facilitate global
production and supply chains popularly known as global value chains. As a result, people were
forced to work in precarious working conditions without any social security net. This created an
unorganised army of labourers and is preventing many developing country governments from
effectively offering relief.

A virus has made us rethink our obsession with the economic efficiency theory. It implores us to
put in place an industrial policy to maintain core capacity in health products so that we can face
the next crisis more decisively.

K.M. Gopakumar and Ranja Sengupta work with the Third World Network

Why you should pay for quality journalism - Click to know more

Please enter a valid email address.

To reassure Indian Muslims, the PM needs to state that the govt. will not conduct an exercise
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like NRC
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Source : www.economictimes.indiatimes.com Date : 2020-04-15

CENTRE MAY PUT RS 1-LAKH CRORE INTO RURAL
HANDS

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

New Delhi: The rural economy will get a big boost in the weeks ahead as massive grain
purchase by official agencies and direct cash transfers will inject 1 lakh crore into villages, which
officials said would cheer farmers who feared losses if the lockdown further delayed the harvest.

The government initiative, along with steps to ease restrictions on farm products during the
lockdown, comes as a big relief as the harvest is already two weeks late. Also, many farmers
have suffered as perishable products like fruit and vegetables could not reach the market
because of labour scarcity and transport bottlenecks when the lockdown began last month.

Official agencies will start procuring grain this week in a massive exercise involving farmers,
transporters, traders and labourers. They plan to buy 40 million tonnes of wheat at 19,250 per
tonne.

“Procurement is likely to start in Punjab, Uttar Pradesh and Madhya Pradesh from April 15,” said
a Food Corporation of India ( FCI) official.

‘Rs 80kcr to be Paid in 3 Months’
“Haryana will start buying from April 20. The government would be paying around Rs 80,000
crore to farmers in next three months,” said the official of FCI, which is the government agency
for buying and distributing food grains.

The Centre is also transferring Rs 16,000 crore directly into bank accounts of 80 million farmers
this month under the PM-KISAN scheme, which gives them a cash benefit of Rs 6,000 a year in
three equal instalments. So far 74.7 million have already been paid the April instalment.

The Centre has also sanctioned Rs 1,250 crore for buying pulses at minimum support price to
help farmers during the lockdown when access to the market is blocked. Another Rs 20,000
crore will be paid to them this month for insurance claims following crop damage because of
floods last year.

Official procurement is vital for the rural economy at this juncture as farmers are not able to sell
their produce to private traders due to the countrywide lockdown following the outbreak of Covid-
19.

“At the time of harvest, flour millers, big retailers and food processing companies buy from
farmers in large quantities. But currently they are not able to buy due to logistics issues,” the
official said.

(With inputs from Prashant Krar in Chandigarh)
New Delhi: The rural economy will get a big boost in the weeks ahead as massive grain
purchase by official agencies and direct cash transfers will inject 1 lakh crore into villages, which
officials said would cheer farmers who feared losses if the lockdown further delayed the harvest.

The government initiative, along with steps to ease restrictions on farm products during the
lockdown, comes as a big relief as the harvest is already two weeks late. Also, many farmers
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have suffered as perishable products like fruit and vegetables could not reach the market
because of labour scarcity and transport bottlenecks when the lockdown began last month.

Official agencies will start procuring grain this week in a massive exercise involving farmers,
transporters, traders and labourers. They plan to buy 40 million tonnes of wheat at 19,250 per
tonne.

“Procurement is likely to start in Punjab, Uttar Pradesh and Madhya Pradesh from April 15,” said
a Food Corporation of India ( FCI) official.

‘Rs 80kcr to be Paid in 3 Months’
“Haryana will start buying from April 20. The government would be paying around Rs 80,000
crore to farmers in next three months,” said the official of FCI, which is the government agency
for buying and distributing food grains.

The Centre is also transferring Rs 16,000 crore directly into bank accounts of 80 million farmers
this month under the PM-KISAN scheme, which gives them a cash benefit of Rs 6,000 a year in
three equal instalments. So far 74.7 million have already been paid the April instalment.

The Centre has also sanctioned Rs 1,250 crore for buying pulses at minimum support price to
help farmers during the lockdown when access to the market is blocked. Another Rs 20,000
crore will be paid to them this month for insurance claims following crop damage because of
floods last year.

Official procurement is vital for the rural economy at this juncture as farmers are not able to sell
their produce to private traders due to the countrywide lockdown following the outbreak of Covid-
19.

“At the time of harvest, flour millers, big retailers and food processing companies buy from
farmers in large quantities. But currently they are not able to buy due to logistics issues,” the
official said.

(With inputs from Prashant Krar in Chandigarh)
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Source : www.thehindu.com Date : 2020-04-15

ALL POLICY TOOLS AT DISPOSAL TO FIGHT VIRUS
IMPACT: RBI

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

Grim prognosis:The near-term growth outlook for India has deteriorated sharply due to the
lockdown, says Mr. Das.PTI  

The Reserve Bank of India (RBI) will not hesitate to use any conventional or unconventional
policy instruments to mitigate the adverse economic impact caused by the COVID-19 pandemic,
Governor Shaktikanta Das said, according to the the minutes of the monetary policy committee
(MPC) meeting released by the central bank on Monday.

The six-member MPC, at a non-scheduled meeting held in the last week of March, had decided
to reduce the policy interest rate by 75 basis points (bps) to 4.4%, as the nationwide lockdown
brought economic activity into a grinding halt.

In no uncertain terms, Mr. Das outlined the central bank’s resolve to fight the economic fallout
caused by the pandemic.

“The Reserve Bank will continue to remain vigilant and will not hesitate to use any instrument —
conventional and unconventional — to mitigate the impact of COVID-19, revive growth and
preserve financial stability,” Mr. Das said.

Commenting that there was a rising probability of a global recession, which may be deeper than
the one experienced during the global financial crisis, Mr. Das said the near-term growth outlook
for India had also deteriorated sharply due to the 21-day nationwide lockdown. The RBI had
refrained from making any growth forecast during the policy review meeting.

He said prior to the outbreak, some high frequency indicators such as manufacturing, railways
freight traffic, exports and imports in January/February had improved after several months of
contraction/deceleration.

“With COVID-19, however, industry and service sector activities are likely to be severely
impacted and the extent of the adverse impact would depend upon the intensity, spread and
duration of COVID-19,” he said, while adding the only silver lining is likely to be agriculture,
which is expected to remain resilient, with foodgrain production for 2019-20 estimated at a
record 292 million tonnes.

While the setback to economic activity could be cushioned to an extent, by the collapse in crude
oil prices, there could be certain downsides in the form of decline in remittances from oil-
producing countries.

Indicating there was further scope for policy action to boost economic activity, the central bank
said the inflation outlook had changed drastically due to the sharp fall in oil prices and food
prices may also soften further on the back of record foodgrain and horticulture production.

“In the extreme scenario in which we are, however, the easing off of inflation may occur sooner
and faster,” RBI Deputy Governor in-charge of Monetary Policy M.D. Patra said, adding the
inflation outlook offered the scope for taking a “calculated risk on current levels of inflation —
which rule above the target — and focus on the 12 months-ahead forecast.”
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“By this rule, there is space for policy action that is large in size relative to its past but still keeps
the policy rate positive in real terms over a one-year-ahead horizon so as to see off any lingering
or latent inflationary pressures,” he said.
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Source : www.thehindu.com Date : 2020-04-16

OUTDATED CENSUS DATA KEEP 10 CR. OUT OF PDS:
ECONOMISTS

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

Over 10 crore people have been excluded from the Public Distribution System because outdated
2011 census data is being used to calculate State-wise National Food Security Act (NFSA)
coverage, according to economists Jean Dreze and Reetika Khera.

The disastrous impact of this gap is being seen in the middle of a crippling lockdown, as people
who have lost their livelihoods depend on PDS for daily survival.

Under the NFSA, the PDS is supposed to cover 75% of the population in rural areas and 50% of
the population in urban areas, which works out to 67% of the total population, using the rural-
urban population ratio in 2011. India’s population was about 121 crore in 2011 and so PDS
covered approximately 80 crore people.

However, applying the 67% ratio to a projected population of 137 crore for 2020, PDS coverage
today should be around 92 crore. Even taking into account growing urbanisation, the shortfall
would be around 10 crore people who have slipped through the cracks, said the two economists
and Right to Food campaigners in a statement on Wednesday.

Big gaps

The biggest gaps are in Uttar Pradesh, where 2.8 crore people may have been left out, and
Bihar, which would have had almost 1.8 crore people excluded from the NFSA. State-specific
birth and death rates from 2016 were used to calculate the population growth rate and projected
population estimates, said the statement.

When the NFSA came into effect in 2013, State-wise ratios were worked out for rural and urban
areas, using National Sample Survey data, in such a manner that everyone below a given
national “per-capita expenditure benchmark” is covered, meaning that PDS coverage should be
higher in poorer States.

While the population data from the 2011 census was used to translate these ratios into absolute
numbers, Right to Food activists have long argued that the numbers should have been updated
using projected population figures, allowing State governments to issue new ration cards over
time. Instead, the Centre’s calculation of the actual number of people to be covered in each
State has remained “frozen.”

Many State governments are reluctant to issue new ration cards beyond the numbers that will be
provided for by the Central quota, making it difficult to reduce exclusion errors in the PDS.

For example, there are about seven lakh pending applications for ration cards in Jharkhand,
because the State government stopped issuing new ration cards several years ago to avoid
exceeding the numbers provided for by the Central government, said Dr. Khera and Dr. Dreze.

With the 2021 census process being delayed due to the COVID-19 crisis, any proposed revision
of PDS coverage using that data could now take several years.
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Source : www.economictimes.indiatimes.com Date : 2020-04-16

SITHARAMAN: GOVERNMENT DISBURSES $3.9 BLN
MOSTLY AS DIRECT BENEFIT TRANSFER TO MORE
THAN 320 MLN PEOPLE

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

India has disbursed $3.9 billion as financial assistance to more than 320 million people, within a
couple of weeks, with a special focus on direct benefit transfer so that the exposure of
beneficiaries to public places is minimised, Finance Minister Nirmala Sitharaman said.

Monetary policy measures taken by the government, the Reserve Bank of India and other
regulators have helped de-freeze the market and catalyse credit flows, the minister said, while
addressing finance ministers and central bank governors of the G20 on the global economic
outlook amid evolving COVID-19 pandemic crisis.

“India is now reaping benefits of the farsighted measures of financial inclusion which are part of
the pioneering reforms carried out by our Prime Minister,” Sitharaman said, while giving details
of the measures taken to provide the vulnerable sections with swift, timely and targeted
assistance.

She added that measures included liquidity support of $50 billion, regulatory and supervisory
measures for credit easing, relief on debt servicing through moratoriums on instalments of term-
loans, eased working capital financing and deferred interest payments on such financing.

An Action Plan has been prepared by G20 members on the directions of G20 Leaders to protect
lives, safeguard people’s jobs and incomes, restore confidence, preserve financial stability,
revive growth and recover stronger, provide help to countries needing assistance , coordinate on
public health and financial measures and minimise disruption to global supply chain.
India has disbursed $3.9 billion as financial assistance to more than 320 million people, within a
couple of weeks, with a special focus on direct benefit transfer so that the exposure of
beneficiaries to public places is minimised, Finance Minister Nirmala Sitharaman said.

Monetary policy measures taken by the government, the Reserve Bank of India and other
regulators have helped de-freeze the market and catalyse credit flows, the minister said, while
addressing finance ministers and central bank governors of the G20 on the global economic
outlook amid evolving COVID-19 pandemic crisis.

“India is now reaping benefits of the farsighted measures of financial inclusion which are part of
the pioneering reforms carried out by our Prime Minister,” Sitharaman said, while giving details
of the measures taken to provide the vulnerable sections with swift, timely and targeted
assistance.

She added that measures included liquidity support of $50 billion, regulatory and supervisory
measures for credit easing, relief on debt servicing through moratoriums on instalments of term-
loans, eased working capital financing and deferred interest payments on such financing.

An Action Plan has been prepared by G20 members on the directions of G20 Leaders to protect
lives, safeguard people’s jobs and incomes, restore confidence, preserve financial stability,
revive growth and recover stronger, provide help to countries needing assistance , coordinate on
public health and financial measures and minimise disruption to global supply chain.

/topic/direct-benefit
/topic/Sitharaman
/topic/direct-benefit
/topic/Sitharaman
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SOBERING PORTENT
Relevant for: Indian Economy | Topic: Issues relating to Planning & Economic Reforms

India’s merchandise exports plunged by a staggering 34.6 per cent in March as the dislocation
of economic activities due to the coronavirus spread across the world. This sharper than
expected fall was due to a combination of factors — the disruption of supply chains in China,
which, coupled with weak global demand and lockdowns in large parts of the world, resulted in
cancellation of export orders, as well as the imposition of the lockdown in India which restricted
economic activity beginning in the last week of March. The situation is likely to have worsened in
April on account of the extension of the lockdown in not just India, but in large parts of Europe
and the US, which are among India’s major trading partners.

At the aggregate level, data from the commerce ministry shows that India’s merchandise exports
in March stood at $21.4 billion, down from $32.7 billion in the same month last year. The decline
in exports was broad-based, with all sectors barring iron ore registering a contraction:
Engineering goods fell by 42.3 per cent, gems and jewellery by 41 per cent, leather products by
36.8 per cent, and readymade garments by 34.9 per cent. This stunning collapse in trade is in
line with the World Trade Organisation’s estimates which had projected merchandise trade to fall
by 13-32 per cent in 2020 — North America and Asia are likely to be the hardest hit, and nearly
all regions are expected to witness double digit falls in trade volumes as global demand
collapses. Equally worrying, the trade data also showed that non-oil non-gold imports declined
sharply by 30.5 per cent in March, signalling depressed domestic demand — the decline was
broad-based, across both capital and consumer goods segments.

At this juncture it is difficult to gauge to what extent easing the restrictions on select economic
activities after April 20, and the likely lifting of other lockdown curbs post May 3, are able to ease
export growth in the near term. It is quite likely that it will take some time for exports to return to
normal, in part, due to raw material and labour shortages, logistical challenges and the fall in
global demand. Given this situation, it is difficult to see net exports as being a driver of growth in
the near-term. And with both private consumption and investment activity likely to remain
depressed, the economy will be heavily reliant on government spending. In such a scenario, the
central government must clearly lay out its strategy on how it plans to support the economy
during this difficult period.

 The Indian Express is now on Telegram. Click here to join our channel (@indianexpress)
and stay updated with the latest headlines
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A BLUEPRINT TO REVIVE THE ECONOMY
Relevant for: Indian Economy | Topic: Issues relating to Planning & Economic Reforms

“We have no food, no home, no income. My children are starving,” cried Prachi to a TV anchor
on April 14. Prachi, a migrant worker from Bihar, is one of the roughly 400 million workers in
India who are dependent on daily wages for their survival. She has lost her source of livelihood
because we are under a lockdown and economic activity has stopped. A lockdown is necessary
to prevent the spread of COVID-19. But we need not make a choice between saving lives and
protecting livelihoods. We can achieve both through a ‘smart’ lockdown and careful economic
management.

The phrase ‘Greater Depression’, which has entered the vocabulary of economists, highlights
the gravity of the humanitarian and economic crisis confronting us today. Every sector of the
economy in every nation has come to a screeching halt. We extend our sympathies and wishes
to all the leaders of the world, including our Prime Minister, for the enormous responsibility of
steering their respective nations through this pandemic. In the spirit of non-partisanship, here is
a carefully crafted economic proposal for consideration of the Indian government to help our
fellow citizens.

Full coverage | Lockdown displaces lakhs of migrants

First, it is important to diagnose the scale of the economic crisis accurately. Prachi has lost her
job because her employer has been forced to stop commercial activity. It is important for the
government to feed Prachi and help her employer to restart activities so that he can re-employ
her soon. The economic crisis needs a demand side and a supply side response. It is morally
imperative that we immediately address the miseries of the poor and vulnerable by providing
money as well as food. The bottom half of all households (13 crore out of 26 crore families) must
be given 5,000 per family in their bank account within a week. The list of households and the
bank details (largely Aadhaar-seeded) are available in the government’s various schemes such
as PMJAY and MGNREGA. Besides, the States have their ‘below poverty line’ lists. This will
cost a maximum of 65,000 crore. Further, depending on the need, for the month of May, these
families can be given 3,000 each. This will cost an additional 39,000 crore.

More than cash, scholars like Jean Dreze have observed that it is food that people need most
urgently. India has far in excess of the buffer stock requirement. The Central government has
already announced distribution of free food, but reports suggest that there is either lack of food
supplies at the local ration shop or identity requirements of ration cards are proving to be a
roadblock. The government must universalise food distribution immediately, to remove identity
requirements, and work with State governments to rush supplies to every ration shop so that
every family gets free grain.

Next, the April 15 guidelines allow MGNREGA work, which was stopped due to the lockdown, to
be restarted while observing social distancing norms. District collectors should be given the
freedom to start and expand works under MGNREGA. If work cannot be given for some reason,
10 days’ wages every month should be paid to the registered MGNREGA workers in the
panchayat/block until the scheme is resumed. This will ensure some livelihood support.
Economists Amartya Sen, Raghuram Rajan and Abhijit Banerjee have also called for urgent
implementation of these measures.

Interactive map of confirmed coronavirus cases in India | State-wise tracker for coronavirus
cases, deaths and testing rates
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The next step is to help Prachi’s employer to resume commercial activities, which can be done
by re-opening the economy gradually. The key to reopening is our ability to identify sensitive
COVID-19 hotspot areas and containment zones. The Central and State governments must
work in tandem to identify hotspots, preferably at the level of the block/mandal and not just at the
district level. This can be done with the help of public health experts and epidemiologists through
strategic testing.

Starting May 4, the new guidelines must be expanded to permit all economic activity (with a few
exceptions) in non-hotspot areas. Economic activity requires labour and capital, which are
significantly diminished due to the lockdown. Continuous testing and monitoring will be needed
as new areas may turn into hotspots and hotspots may become non-hotspots.

Coronavirus lockdown | How can the poor survive without cash in hands, asks Chidambaram

Let small shops, service establishments and the self-employed start commercial activity in their
areas. Three-quarters of the 80 million enterprises are establishments that operate in local
areas. As long as they observe the usual precautions, they will not add to the risks. This will
boost local economic activity.

The new guidelines permit agricultural activity during the rabi harvest season. This is a step in
the right direction. However, the constraint for all these commercial and agricultural activities will
be the availability of labour for which re-opening of travel and transport is crucial. But it is also
the riskiest. Mass rapid transit as well as private transport must be gradually opened in non-
hotspot areas. It is necessary to open up rail and bus transport with adequate precautions such
as temperature checks and social distancing norms inside buses and trains. One strategy could
be to reduce the number of passengers in each bus and train by increasing the frequency of the
vehicles or by running them at half-capacity. There will be trade-offs, but each local transport
authority can choose the right policy and tweak it from time to time.

 

The other essential ingredient for resumption of economic activity is access to capital, especially
working capital. A majority of the small and medium enterprises (SMEs) would have run out of
cash and lost significant revenues. No bank is likely to lend to them. The government must step
in to provide credit guarantees that can incentivise banks to SMEs. The Reserve Bank of India
(RBI) has already instructed banks to issue a moratorium on loan obligations for three months. If
needed, this can be extended by another three months.

For the formal sector, we can take a leaf out of the U.S.’s Paycheque Protection Program. The
idea is for the government to help formal sector businesses to keep workers on their payroll
without resorting to retrenchment or lay-offs. The 2017-18 Economic Survey estimated, using
the Employees’ Provident Fund Organisation (EPFO) data set, that there are 40 million
employees earning less than 15,000 per month who are employed in firms registered under the
Goods and Services Tax (GST). It is likely that they are vulnerable to retrenchment. The
government could ‘protect their pay cheques’ by funding their employers to pay them for one or
two months. This can be implemented using data from the EPFO and GST databases.

Coronaviru lockdown | It’s now clear that the cure is worse than the disease, says Praveen
Chakravarty

The RBI, and through it the banks, should be encouraged to make capital available liberally to
sectors such as tourism and manufacturing, which need specific interventions. External trade will
continue to be tepid. India must do whatever it takes through export incentives and strategic use

https://www.thehindu.com/news/national/coronavirus-lockdown-how-can-the-poor-survive-without-cash-in-hands-asks-chidambaram/article31328254.ece
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of foreign exchange reserves to capitalise on the export opportunity arising out of this crisis and
stimulate exports dramatically over the next few years. Exports can be the key to jobs for
hundreds of millions of skilled and unskilled workers, as it was during the boom years 2004-
2010.

Fiscal stimulus measures on the demand and supply side must be supplemented by monetary
stimulus from the RBI with re-designed measures such as moratorium, loan forgiveness,
regulatory forbearance, revised NPA regulations and easing the cycle of credit flow.

Do we have the money to indulge in such a revival and recovery package? It is our estimate that
the total fiscal package will cost 5-6 lakh crore. That amount is available. The Centre and the
States have a total expenditure budget of over 70 lakh crore for 2020-21. The Centre alone has
budgeted to spend 4 lakh crore on capital expenditure this fiscal year. In a crisis, much of the
capital expenditure may not be possible at all, and even if it is, must be deferred to the next
fiscal year. Besides, more savings can be identified by axing wasteful expenditure. Further, the
Centre can borrow money during times like this without crowding out private investment or
pushing up interest rates. As a final resort, the government can monetise part of additional
deficit, otherwise known as ‘printing money’.

Download The Hindu’s multi-language e-book on essential COVID-19 information

A microorganism has brought humankind to its knees. As health scientists have said, we must
learn to live with the virus. We need to act now to ensure that Prachi and millions like her can
live through this and experience the new normal.

P. Chidambaram is former Finance Minister of India and a sitting Member of Parliament;
Praveen Chakravarty is a political economist and a senior office-bearer of the Congress party
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TO EASE SITUATION, RBI TO PUMP IN RS. 1 LAKH
CRORE

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

Mr. Das also said onion prices have continued to decline while PDS kerosene prices have
slumped by 24% in the first fortnight of April and domestic LPG prices declined by 8%.

“In the period ahead, inflation could recede even further, barring supply disruption shocks and
may even settle well below the target of 4% by the second half of 2020-21,” he said. He added
that such an outlook would make policy space available to address the intensification of risks to
growth and financial stability brought on by COVID-19.

“This space needs to be used effectively and in time,” Mr. Das commented. The RBI had
reduced the repo rate by 75 bps to 4.4% on March 27.

The central bank has also reduced the reserve repo rate — while keeping the repo rate
unchanged — by 25 bps to 3.5%. This was to discourage banks from parking their excess
liquidity with RBI at the reverse repo rate.

Observing that the surplus liquidity in the banking system has risen significantly in the wake of
government spending and the various liquidity enhancing measures by RBI, Mr. Das said banks
parked Rs. 6.9 lakh crore on April 15 through the reverse repo window.

Subscribe to The Hindu digital to get unlimited access to Today's paper

Already have an account ? Sign in

Find mobile-friendly version of articles from the day's newspaper in one easy-to-read list.

Enjoy reading as many articles as you wish without any limitations.

A select list of articles that match your interests and tastes.

Move smoothly between articles as our pages load instantly.

A one-stop-shop for seeing the latest updates, and managing your preferences.

We brief you on the latest and most important developments, three times a day.

*Our Digital Subscription plans do not currently include the e-paper ,crossword, iPhone, iPad
mobile applications and print. Our plans enhance your reading experience.

To continue enjoying The Hindu, You can turn off your ad blocker or Subscribe to The Hindu.

Sign up for a 30 day free trial.

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com

https://subscription.thehindu.com/signup?utm_source=todayspaper&utm_medium=31371545&utm_campaign=tp-national&#signin
https://subscription.thehindu.com/signup?utm_source=adblocker&utm_medium=signin&utm_campaign=adblocker


Page 79

cr
ac

kIA
S.co

m

Source : www.thehindu.com Date : 2020-04-18

MORATORIUM PERIOD WILL NOT COUNT FOR NPA
PURPOSE: RBI

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

The Reserve Bank of India (RBI) has prescribed higher provisioning norms for all loans where
banks have extended moratorium to their customers, by 10%, spread over two quarters —
January-March and April-June.

The central bank said that it was cognisant of the risk build-up in banks’ balance sheets on
account of firm-level stress and delays in recoveries.

“With the objective of ensuring that banks maintain sufficient buffers and remain adequately
provisioned to meet future challenges, they will have to maintain a higher provision of 10% on all
such accounts under the standstill, spread over two quarters, i.e., March 2020 and June 2020,”
the RBI said, adding that these provisions can be adjusted later on against the provisioning
requirements for actual slippages in such accounts.

The provisioning requirement was announced as RBI has allowed asset classification standstill
for all such accounts from March 1, 2020 to May 31, 2020. This would mean an account will
continue to be in the same status on June 1, 2020 as it was on February 29, 2019.

Brickwork Ratings estimated additional provision requirement could increase the total
provisioning of banks by around Rs. 35,000 crore in the March-June 2020 period, assuming
special mention accounts are about 4% of total banking advances and have been accorded
moratorium.

Banks are allowed to extend moratorium to repayment for such loans that were standard as on
February 29. “It has been decided that in respect of all accounts for which lending institutions
decide to grant moratorium or deferment, and which were standard as on March 1, 2020, the 90-
day NPA norm shall exclude the moratorium period, ie, there would be an asset classification
standstill for all such accounts from March 1, 2020 to May 31, 2020,” the RBI said.

“Providing relaxation to banks by allowing 90-day asset classification standstill for accounts
covered under moratorium will imbibe banks with the desired operational flexibility to lend a
helping hand to stressed accounts,” SBI chairman Rajnish Kumar said.

The regulator has also provided extension in resolution timeline for stressed assets. Current
norms stipulate lenders to hold an additional provision of 20% if a resolution plan has not been
implemented within 210 days from the date of default. Now, the the period for resolution plan
has been extended by 90 days.

According to stressed asset resolution norms, lenders are required to implement a resolution
plan in respect of entities in default within 180 days from the end of review period of 30 days.
Now, the RBI has said that for accounts within the review period as on March 1, 2020, the period
from March 1, 2020 to May 31, 2020 will be excluded from the 30-day timeline.

Also, for accounts where the review period was over, but the 180-day resolution period had not
expired as on March 1, 2020, the timeline for resolution will get extended by 90 days from the
date on which the 180-day period was originally set to expire.
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The RBI has also provided relief to banks by lowering the liquidity coverage ratio requirement, to
80% from 100%. The requirement will be gradually restored in two phases — 90% by October 1,
2020 and 100% by April 1, 2021. The RBI has also barred commercial and cooperative banks
from making dividend payouts for the year ended March 31, 2020.
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HELPING A LENDING HAND: THE HINDU EDITORIAL
ON RBI’S SECOND LOCKDOWN STIMULUS

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

The RBI has infused oxygen into the financial system with a second set of measures announced
on Friday by Governor Shatikanta Das to combat the lockdown impact on the economy. Most
are aimed at maintaining liquidity, the economy’s lifeblood, though there are some regulatory
proposals aimed at making life easier for banks, NBFCs and borrowers. It is now clear the bank
prefers to calibrate its moves based on constant feedback from the ground — the way it should
be. In what should be reassuring for the markets, Mr. Das was categorical that the RBI would do
what it takes to support the economy and also monitor the evolving situation. Indeed, the RBI
has been very generous in its liquidity maintenance measures in recent times and particularly so
after the lockdown began in March. There will surely be consequences for the economy but that
is a worry for another day. The overarching objective now should be to keep the economy afloat
by deploying all the instruments at the RBI’s command.

The central bank has learnt from its experience of the Targeted Long Term Repo Operations
(TLTRO) till now when banks preferred to deploy the funds in bonds of PSUs and large
corporates. The RBI has called out this risk-off attitude of the banks while announcing a further
50,000 crore TLTRO — all of this has to be invested in bonds and paper of NBFCs and
microfinance institutions. The response to the next round of TLTRO will be interesting to watch.
Similarly, by reducing the reverse repo rate by another 25 basis points to 3.75%, the RBI has
made it furthermore unattractive for banks to indulge in ‘lazy banking’ by parking excess funds
with the central bank rather than lend. As much as 6.9-lakh crore was parked with the RBI as on
April 15. This is the time when banks will have to be liberal in extending help for working capital
loans and overdrafts to their borrowers, including MSMEs. The government could help here by
extending a scheme of credit assurance cover that will encourage banks to be more liberal in
their risk outlook. By clarifying that there will be an asset classification standstill during the
moratorium period for accounts that were not already NPAs as of March 1, the RBI has brought
relief to borrowers who were worried that opting for the moratorium may turn them into NPAs.
State finances have got some breathing space through the increase of WMA (Ways and Means
Advances) limit to 60% over the level as on March 31. The special refinance facility of 50,000
crore extended to NABARD, SIDBI and NHB will help these institutions to prop up their
respective constituents. The central bank has done what it can. It is now over to the government
for the fiscal support package.
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KISAN RATH TO LINK FARMERS TO TRANSPORT
OPTIONS

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

Union Minister Narendra Singh Tomar launching the application in Delhi.   | Photo Credit: PTI

In a bid to ease the disruption of agricultural supply chains, especially for perishable produce,
the Agriculture Ministry has launched a Kisan Rath mobile application, which will connect
farmers and traders to a network of more than 5 lakh trucks and 20,000 tractors.

How the coronavirus crisis is affecting food supply |

Reducing farm distress during a pandemic

The application, developed by the National Informatics Centre, is meant to help farmers and
traders who are searching for vehicles to move produce. This includes primary transport from
the farm to the mandis, local warehouses or the collection centres of farmer producer
organisations, as well as the secondary transport from the local mandis to intra-and inter-State
mandis, processing units, railway stations, warehouses or wholesalers.

COVID-19 outbreak could help agri exports: Agriculture Ministry analysis

The application will lead to on-boarding of over 5 lakh trucks through transport aggregators as
well as 20,000 tractors from the custom hiring centres run by farmer groups. Refrigerated
vehicles will also be available.

“It will be a stepping stone towards provision of timely transportation service at competitive rates
for farmers and traders, besides achieving a reduction in food wastage,” said a Ministry
statement.

Farmers are among the heroes of the COVID-19 pandemic

The application can be downloaded from Google Play Store.

You have reached your limit for free articles this month.

Register to The Hindu for free and get unlimited access for 30 days.

Already have an account ? Sign in

Sign up for a 30-day free trial. Sign Up

Find mobile-friendly version of articles from the day's newspaper in one easy-to-read list.

Enjoy reading as many articles as you wish without any limitations.

A select list of articles that match your interests and tastes.

Move smoothly between articles as our pages load instantly.

https://www.thehindu.com/profile/photographers/PTI/
https://www.thehindu.com/news/international/how-the-coronavirus-crisis-is-affecting-food-supply/article31244018.ece
https://subscription.thehindu.com/signup?utm_source=meterpaywall&utm_medium=31370226&utm_campaign=agriculture&#signin
https://subscription.thehindu.com/signup?utm_source=meterpaywall&utm_medium=31370226&utm_campaign=agriculture


Page 84

cr
ac

kIA
S.co

m

A one-stop-shop for seeing the latest updates, and managing your preferences.

We brief you on the latest and most important developments, three times a day.

*Our Digital Subscription plans do not currently include the e-paper ,crossword, iPhone, iPad
mobile applications and print. Our plans enhance your reading experience.

Why you should pay for quality journalism - Click to know more

Please enter a valid email address.

A video on vertical farming, a practice of growing food crops on vertically stacked layers.

Subscribe to The Hindu now and get unlimited access.

Already have an account? Sign In

Sign up for a 30-day free trial. Sign Up

To continue enjoying The Hindu, You can turn off your ad blocker or Subscribe to The Hindu.

Sign up for a 30 day free trial.

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com

https://subscription.thehindu.com/whypayfornews?utm_source=hindu&utm_medium=articlebottom&utm_campaign=whypay
https://subscription.thehindu.com/signup?utm_source=curtainraiser&utm_medium=31370226&utm_campaign=agriculture#signin
https://subscription.thehindu.com/signup?utm_source=curtainraiser&utm_medium=31370226&utm_campaign=agriculture
https://subscription.thehindu.com/signup?utm_source=adblocker&utm_medium=signin&utm_campaign=adblocker


Page 85

cr
ac

kIA
S.co

m

Source : www.prsindia.org Date : 2020-04-18

THE INDUSTRIAL RELATIONS CODE, 2019
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

incl. MSMEs and PSUs

Highlights of the Bill

The Code provides for the recognition of trade unions, notice periods for strikes and lock-
outs, standing orders, and resolution of industrial disputes.   It subsumes and replaces three
labour laws: the Industrial Disputes Act, 1947; the Trade Unions Act, 1926; and the
Industrial Employment (Standing Orders) Act, 1946.  
 

-

Trade unions that have a membership of at least 10% of the workers or 100 workers will be
registered.  The union with 75% of workers in an establishment will be the sole negotiating
union.  Otherwise, a negotiating council of unions will be formed.
 

-

An employee cannot go on strike unless he gives notice for a strike within six weeks before
striking, and within 14 days of giving such notice.  Similar provisions exist for lock-out of
workers.
 

-

Industrial establishments with 100 workers must prepare standing orders on matters listed in
a Schedule and have them certified.
 

-

Factories, mines or plantations in which 100 or more workers are employed are required to
take prior permission of the central or state government before laying off or retrenching their
workers.
 

-

The Code provides for the constitution of Industrial Tribunals for the settlement of industrial
disputes.  Each Industrial Tribunal will consist of a Judicial member and an Administrative
member. 

-

Key Issues and Analysis

The Code prohibits strikes or lock-outs in any establishment unless a prior notice of 14 days
is provided.  Similar provisions existed in the Industrial Disputes Act, 1947 for public utility
services (such as, railways and airlines).  The Code expands these provisions to apply to all
industrial establishments.  This may impact the ability of workers to strike and employers to
lock-out. 
 

-

The Code permits the government to defer, reject or modify awards passed by Industrial
Tribunals and the National Industrial Tribunal.  A similar provision in the Industrial Disputes
Act, 1947 was struck down by the Madras High Court in 2011, as it violated the principle of
separation of powers by allowing the government to change the decision of a Tribunal
through executive action.
 

-

The Code requires the employer of establishments with at least 100 workers to obtain
permission from the appropriate government prior to the retrenchment of a worker.  The
government may increase or decrease this threshold through a notification.  The question is

-
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whether the power to determine such a threshold should be specified by Parliament or
whether it should be delegated to the government.

PART A: HIGHLIGHTS OF THE BILL

Context

In India, labour falls under the Concurrent List of the Constitution.  Therefore, both Parliament
and state legislatures can make laws regulating labour.   Currently, there are over 100 state and
40 central laws regulating various aspects of labour such as resolution of industrial disputes,
working conditions, social security and wages.[1]  The Second National Commission on Labour
(2002) found existing legislation to be complex, with archaic provisions and inconsistent
definitions.  To improve ease of compliance and ensure uniformity in labour laws, the National
Commission recommended that existing labour laws should be consolidated into broader groups
such as (i) industrial relations, (ii) wages, (iii) social security, (iv) safety, and (v) welfare and
working conditions.[2]   

With regard to a law on industrial relations, the Commission recommended the consolidation of
existing labour laws into two laws; one which would apply to establishments employing 20 or
more workers, and another law which would apply to establishments employing 19 or lesser
employees.  The law applicable to establishments with 20 or more workers would: (i) apply
uniformly to all such establishments regardless of the nature of activity, (ii) seek to reduce
government intervention in employer-worker relations by encouraging collective negotiation
between trade unions and management, and (iii) recognize negotiating agents to represent the
concerns of workers in labour disputes.  The other law would contain less stringent provisions on
industrial relations, social security, health and safety, and wages (to reduce the compliance
burden on small scale industries).  

In this context, the Industrial Relations Code, 2019 was introduced in Lok Sabha by the Minister
of Labour and Employment, Mr. Santosh Kumar Gangwar, on November 28, 2019.  It was
referred to the Standing Committee on Labour on December 23, 2019. 

Key Features 

The Bill applies to all establishments except those engaged in charitable and philanthropic work,
domestic work, sovereign functions of the state and any notified activity.  It provides for the
recognition of trade unions, notice periods for strikes and lock-outs, standing orders, and
resolution of industrial disputes.  It replaces the Industrial Disputes Act, 1947; the Trade Unions
Act, 1926; and the Industrial Employment (Standing Orders) Act, 1946.  

Trade Unions

Registration:  Seven or more members of a trade union can apply to register it.
 Trade unions that have a membership of at least 10% of the workers or 100 workers,
whichever is less, will be registered.  The overall membership cannot go below
seven workers.   Only one-third of the total number of office bearers of the union or
five office bearers, whichever is lower, can be from outside the industry with which
the union is connected.  
 

■

Recognition: The central or state government may recognise a trade union or a
federation of trade unions as Central or State Trade Unions respectively. 
 

■
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Negotiating union and council: The trade union with at least 75% of the workers as
members will be considered the sole negotiating union, for the purpose of
negotiating with the employer of the establishment.  In case no union has at least
75% of the workers as members, a negotiating council shall be formed consisting of
representatives of unions that have at least 10% of the workers as members.  One
representative shall be included for each 10% of the total workers on the rolls as
members.

■

Strikes and lock-outs 

In all industrial establishments, an employee cannot go on strike: (i) unless he gives notice
for a strike within 60 days before striking, and (ii) within 14 days of giving such notice.
 Similar notice provisions exist for lock-out of workers.   Lock-out refers to the following
actions by an employer: (i) temporary closure of an establishment, (ii) suspension of work,
or (iii) refusal to continue employing workers. 

■

Lay-off and retrenchment

Lay-off and retrenchment: The Code defines lay-off as the inability of an employer,
due to shortage of coal, or power, or breakdown of machinery, from giving
employment to a worker.  Retrenchment refers to the termination of service of a
workman for any reason other than disciplinary action.  It does not include
retirement, non-renewal of contract, or completion of tenure of fixed term
employment. 
 

■

Establishments in which at least 50 workers are employed, are required to give to every
worker who has completed at least one year of continuous service: (i) 50% of basic wages
and dearness allowance if he is laid off, and (ii) one month’s notice (or equivalent wages)
and 15 days’ wages for every year of continuous service for such period to a worker who
has been retrenched.  
 

■

Further, if the establishment has at least 100 workers, prior permission of the central or
state government must be obtained before lay-off or retrenchment.  In case of
retrenchment, the notice requirement is extended to three months (or equivalent wages).
 The central or state government can modify this threshold by notification.  
 

■

The provisions on lay-offs only apply to factories, mines or plantations.  The provisions on
retrenchment apply to all establishments. 
 

■

Worker re-skilling fund:  The fund will be set up by the appropriate government.  It
will consist of contributions from employers equal to 15 days (or as specified by the
central government) of the last drawn wages of every retrenched worker.
 Contributions from other sources may be prescribed by the appropriate
government.  Funds must be utilised within 45 days of retrenchment as may be
prescribed. 

■

Dispute Resolution 

Bi-partite Fora:   The appropriate government may require employers in
establishments with 100 or more workers to constitute a Works Committee.   The
Committee will help resolve conflicts between workers and employers.  It will be

■
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composed of representatives of workers and employers.   The number of
representatives of workers cannot be less than the number of representatives of
employers.   Further, every establishment with 20 or more workers must constitute a
Grievance Redressal Committee.  The Committee will resolve disputes related to
grievances of individual workers on non-employment, terms of employment or
conditions of service.  It will consist of equal representatives of the employer and
workers up to a maximum of ten workers.  
 
Arbitration: The Code allows for industrial disputes to be referred to arbitration by
the employer and workers if both parties agree to do so.  Industrial disputes refer to
disputes between: (i) employers and employers, (ii) employers and workers, or (iii)
workers and workers, on the employment or non-employment, terms of employment,
conditions of labour, or disputes between an employer and worker on discharge,
dismissal, or retrenchment of the worker.  
 

■

Resolution of industrial disputes: The central or state governments may appoint
conciliation officers to mediate and promote settlement of industrial disputes.
 These officers will investigate the dispute and hold conciliation proceedings to
arrive at a fair and amicable settlement of the dispute.  If no settlement is arrived at,
then either party to the dispute can make an application to an Industrial Tribunal.  
 

■

Industrial Tribunals: Industrial Tribunals may be set up for settling industrial
disputes. An Industrial Tribunal will consist of two members: (i) a Judicial Member,
who is a High Court Judge or has served as a District Judge or an Additional District
Judge for a minimum of three years; and (ii) an Administrative Member, who has
over 20 years of experience in the fields of economics, business, law, and labour
relations. 
 

■

The central government may also constitute National Industrial Tribunals for settlement of
industrial disputes which: (i) involve questions of national importance, or (ii) could impact
industrial establishments situated in more than one state.  Members of the National
Tribunal will include: (i) a Judicial Member, who has been a High Court Judge, and (ii) an
Administrative Member, who has been a Secretary in the central government. 
 

■

The award of the Tribunal will be enforceable within 30 days.  However, the government
may decide to defer the enforcement of an award in certain cases on public grounds
(affecting national economy or social justice).  

■

Standing Orders 

Standing orders: All industrial establishments with 100 workers or more must
prepare standing orders on matters listed in a Schedule to the Code.  The central
government will prepare model standing orders on such matters, based on which
industrial establishments are required to prepare their standing orders. These
matters relate to: (i) classification of workers, (ii) manner of informing workers about
work hours, holidays, paydays, and wage rates, (iii) termination of employment, and
(iv) grievance redressal mechanisms for workers. 
 

■

Notice of change: Employers who propose changes in the conditions of service are■
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required to give a notice to the workers.  The conditions of service for which a notice
is required to be given are listed in a Schedule to the Code and include wages,
contribution, and leave.
Unfair labour practices: The Code prohibits employers, workers, and trade unions
from committing unfair labour practices listed in a Schedule to the Code.   These
include: (i) restricting workers from forming trade unions, (ii) establishing employer-
sponsored trade unions, and (iii) coercing workers to join trade unions.

■

Offences and Penalties

The Code specifies various offences.  If an employer employing 100 or more workers does
not take prior permission from the appropriate government for lay-off, retrenchment and
closure, he may be punished with a fine between one lakh rupees and ten lakh rupees.
 Further, an illegal strike may be punished with a fine between one thousand rupees and
ten thousand rupees, or with imprisonment up to one month, or with both.  Similarly, an
illegal lock-out by an employer may be punished with a fine between fifty thousand rupees
and one lakh rupees, or imprisonment for one month, or both.   For the violation of
provisions where the offence is not specified, the penalty may be a fine up to one lakh
rupees.  
 

■

The Code allows for compounding (settling) of offences not punishable with imprisonment,
subject to certain conditions.  Compounding may be allowed for a sum of 50% of the
maximum fine provided for the offence.

■

PART B: KEY ISSUES AND ANALYSIS

Strikes and lock-outs may become difficult for for all establishments

The Code requires all persons to give a prior notice of 14 days before a strike or lock-out.  This
notice is valid for a maximum of 60 days.  The Code also prohibits strikes and lock-outs: (i)
during and up to seven days after a conciliation proceeding, and (ii) during and up to sixty days
after proceedings before a tribunal.  This may impact the ability of workers to strike and
employers to lock-out workers.   

The Code requires prior notice before a strike or a lock-out, which has to be shared with the
conciliation officer within two days.  Conciliation proceedings will start immediately and strikes or
lock-outs will be prohibited during this period.  If the conciliation is not successful and there is an
application to a Tribunal by either party, the period of prohibition on strikes or lock-outs will be
further extended.  This time could extend the beyond the 60-day validity of the notice.
 Therefore, these provisions may impact the ability of a strike or lock-out on the appointed date
given in the notice. 

The Industrial Disputes Act, 1947 contains similar provisions for public utility services.  A public
utility service includes railways, airlines, and establishments that provide water, electricity, and
telephone service.   However, the National Commission on Labour (2002) had justified the
rationale of treating such industries differently, considering their impact on the lives of a vast
majority of people.2   The rationale for extending the provisions on notice to all establishments is
unclear.  

Power to government to modify or reject tribunal awards

The Code provides for the constitution of Industrial Tribunals and a National Industrial Tribunal
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to decide disputes under the Code.  It states that the awards passed by a Tribunal will be
enforceable on the expiry of 30 days.  However, the government can defer the enforcement of
the award in certain circumstances on public grounds affecting national economy or social
justice.  These circumstances are when: (i) the central or state government is a party to the
dispute in appeal, or (ii) the award has been given by a National Tribunal.   The appropriate
government can also make an order rejecting or modifying the award.  The notification and the
order will be tabled in the legislature.   The question is whether such a provision would violate
the principle of separation of powers between the executive and the judiciary, since it empowers
the government to change the decision of the tribunal through executive action.  Further, it
raises the question of whether there is a conflict of interest, as the government may modify an
award made by the Tribunal in a dispute in which it is a party.  

The Industrial Disputes Act, 1947 had similar provisions.  In 2011, the Madras High Court
(affirming a 1997 Andhra Pradesh High Court judgement) struck down these provisions on
constitutional grounds and held that the power to the executive to decline enforcing an award or
to modify it, allows the executive to sit in appeal over the decision of the Tribunal, and therefore
violates the separation of powers between the executive and the judiciary, which forms a part of
the basic structure of the Constitution.[3],[4]  This provision has been replicated in the Code.
 Therefore, it may violate the principle of separation of powers between the executive and the
judiciary.  

Threshold for provision on retrenchment left to delegated legislation 

The Code defines retrenchment as the termination of employment of a permanent worker,
except for certain reasons such as retirement of the worker.  The Industrial Disputes Act, 1947
requires the employer of factories, mines and plantations with at least 100 workers to obtain
permission from the appropriate government prior to the retrenchment of a worker.  The Code
retains this provision.  However, it allows the central or state government to change the
threshold (in either direction) for this provision through a notification.  Under the 1947 Act, this
power could only be exercised through amendment of the Act by the Parliament or state
legislature.  Any upward revision in the threshold by the state legislature additionally needed the
assent of the President of India (since labour is a subject under the Concurrent List of the
Constitution).  The question is whether the power to determine such a threshold should be
retained by the legislature or whether it should be delegated to the government.  

Provisions on fixed term employment 

The Code introduces provisions on fixed term employment.  Fixed term employment refers to
workers employed for a fixed duration based on a contract signed between the worker and the
employer.  Provisions for fixed term employment were introduced for central sphere
establishments in 2018.[5]  We discuss below the pros and cons of introducing fixed term
employment.  

Fixed term employment may allow employers the flexibility to hire workers for a fixed duration
and for work that may not be permanent in nature.  Further, fixed term contracts are negotiated
directly between the employer and employee and reduce the role of a middleman such as an
agency or contractor.   They may also benefit the worker since the Code entitles fixed term
employees to the same benefits (such as medical insurance and pension) and conditions of
work as are available to permanent employees.  This could help improve the conditions of
temporary workers in comparison with contract workers who may not be provided with such
benefits.   

However, unequal bargaining powers between the worker and employer could affect the rights
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of such workers since the power to renew such contracts lies with the employer. This may result
in job insecurity for the employee and may deter him from raising issues about unfair work
practices, such as extended work hours, or denial of wages or leaves.   Further, the Code does
not restrict the type of work in which fixed term workers may be hired.  Therefore, they may be
hired for roles offered to permanent workmen.  In contrast, under the Contract Labour
(Regulation and Abolition) Act, 1970 the government may prohibit employment of contract labour
in some cases including where: (i) the work is of a perennial nature, or (ii) the work performed by
contract workers is necessary for the business carried out by the establishment, or (iii) the same
work is carried out by regular workmen in the establishment.   Note that the 2nd National Labour
Commission (2002) had recommended that no worker should be kept continuously as a casual
or temporary worker against a permanent job for more than two years.2

The ILO (2016) noted that several countries restrict use of fixed term contracts by: (i) limiting
renewal of employment contracts (e.g., Vietnam, Brazil and China allow two successive fixed
term contracts), (ii) limiting the duration of contract (e.g., Philippines and Botswana limit it up to a
year), or (iii) limiting the proportion of fixed term workers in the overall workforce (e.g., Italy limits
fixed term and agency workers to 20%).[6]  

Table 1 below compares the provisions of fixed term employment, permanent employment and
contract labour. 

Table 1: Comparison between fixed term employment, permanent employment and
contract labour

Feature Fixed Term Employee Permanent Employee Contract Labour

Type of
employme
nt

Employment under written
contract.  No contractor or
agency is involved. 

■

On the payroll of the
establishment.

■

Employment directly
under a written
contract. 

■

On the payroll of the
establishment. 

■

Engaged in an
establishment through a
contractor or agency. 

■

Not on the payroll of the
establishment.

■

Term Stipulated fixed term. ■

Employment lapses on
completion of term, unless
renewed.  No notice is
required to be given for
retrenchment.

■

Employed on a
permanent basis

■

Notice has to be
given for termination
of employment. 

■

Based on terms
negotiated with the
contractor. 

■

Nature of
work

Not specified.■ Hired for routine
work. 

■

 

Employment may be
prohibited in certain
cases, e.g., if similar
work is carried out by
regular workmen.  

■

Sources:  Contract Labour Act, 1970; Industrial Disputes Act, 1947; Notification GSR
976(E), Ministry of Labour and Employment, October 7, 2016, Notification GSR 235(E),
Ministry of Labour and Employment, March 16, 2018; 2019 Code; PRS.  

Certain terms not defined in the Code 

The Code defines a ‘worker’ as any person who work for hire or reward.  It excludes persons
employed in a managerial or administrative capacity, or in a supervisory capacity with wages



Page 92

cr
ac

kIA
S.co

m

exceeding Rs 15,000.  However, it does not define the terms ‘manager’ or ‘supervisor’ in this
context.   These terms are also used in the remaining three labour Codes, i.e., the Occupational
Safety, Health and Working Conditions Code 2019 (OSH Code), the Code on Wages, 2019 and
the Industrial Relations Code, 2019.  The Standing Committee which examined the OSH Code
recommended that the terms ‘supervisor’ and ‘manager’ be clearly defined in the Code as it
determines the categories of persons who would be excluded from the definition of ‘workers’. 

Further, the Code uses the term ‘contractor’ while defining certain terms.  For example,
‘employer’ is defined to include a contractor.  However, the Code does not define the term
‘contractor’.  Note that the remaining three Codes define the term to include persons who deliver
work using contract labour, or supply manpower through contract labour.  Similarly, the Code
defines the term “industrial establishment” to mean an establishment in which industry is carried
on.  However, it does not define the term ‘establishment’.  The remaining three Codes define the
term to refer to any place where an industry, trade, business, manufacture or occupation is
carried on.

Annexure: Comparison of the Code with the laws being subsumed 

Table 1 compares the provisions of the Code with the Trade Unions Act, 1926, the Industrial
Employment (Standing Orders) Act, 1946, and the Industrial Disputes Act, 1947.

Table 1:   Comparison of existing laws with the Code

Provisio
n

Current laws Industrial Relations Code, 2019

Definitio
ns 

Industrial Disputes Act, 1947
(IDA): ‘Strike’ refers to the stoppage
of work by persons employed in any
industry acting jointly, or a refusal to
continue to work or accept
employment.

■

‘Industry’ means any business, trade,
undertaking, manufacture or calling of
employers, and includes any service,
employment or industrial occupation of
workers.

■

‘Retrenchment’ is the termination of
service of a worker for any reason other
than disciplinary action.  It does not
include certain grounds, such as
retirement, or termination due to ill-
health. 

■

‘Workman’ refers to any person
(including an apprentice) employed in
any industry to do work for hire or
reward.  Excludes certain categories of
workers including persons in a
managerial or advisory role, or persons
employed in a supervisory role earning
wages of more than Rs 10,000 per

■

Retains the definition for ‘strike’ but
also includes casual leave on a given
day by 50% or more workers as a
strike. 

■

Defines “Industry” as any systematic
activity for the production, supply or
distribution of goods and services.  The
definition excludes: (i) sovereign
functions of the government, (ii)
domestic services, (iii) charitable
services, and (iv) other notified
activities.  

■

Retains the definition of ‘retrenchment’
but termination due to ill-health is not
considered retrenchment.  

■

Retains the definition of ‘worker’ but
excludes apprentices.  Also changes
the wage ceiling of supervisory workers
from Rs 10,000 per month to Rs
15,000 per month.

■

‘Wages’ refers to any remunerations
including; (i) basic pay, (ii) dearness
allowance, and (iii) retaining allowance.
 Bonus, conveyance allowance, and
overtime pay, etc. not included.

■
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month. 
‘Wages’ refers to monetary
remuneration including; (i) dearness
allowance, (ii) value of house
accommodation, and (iii) travel
concession.     Excludes bonus, gratuity,
and contributions for benefits.

■

Definition of ‘fixed term employment’
introduced.  It refers to workers hired
for a fixed period who enjoy the same
entitlements and benefits as are
available to permanent workers. 

■

Registra
tion of
Trade
Unions 

Trade Unions Act, 1926:  A union will
be registered only if at least 10% of
all the workers or 100 workers,
whichever is less, are members of
the Union on the date of the
application.  

■ Same criteria and conditions continue
to apply for trade unions. 

■

Negotiat
ing
Union/C
ouncil

No provision.■ Trade Union with at least 75% of the
workers as members will be the sole
negotiating union.  In case no Union
has at least 75% of workers as
members, a negotiating council will be
formed consisting of representatives of
Unions that have at least 10% of
workers as members.  For every 10%
of total workers as members, one
representative will be included.

■

Strikes
and
lock-
outs

IDA: For public service utilities,
strikes or lock-outs cannot be
conducted unless a notice of 14 days
is provided.  The notice is valid for a
maximum of six weeks.  

■ The same provisions on strikes and
lock-outs have been extended to all
establishments.  The validity period of
the notice has been amended from six
weeks to 60 days. 

■

Lay-off,
retrench
ment

IDA: Factories, mines or plantations
in which 100 or more workers are
employed are required to take
permission of the central or state
government before laying off or
retrenching workers.

■ Same provision retained but the
appropriate government may change
this limit (of 100) by notification.  

■

Worker
re-
skilling
fund

No provision. ■ The fund will consist of contributions
from employers equal to the 15 days’
wages of every retrenched worker, and
contributions from other sources
prescribed by the appropriate
government.  It shall be utilised as
prescribed, within 45 days of
retrenchment.

■

Model
standin
g orders

Standing Orders Act, 1946:  Applies
to establishments employing 100 or
more workers.  The appropriate
government may specify model

■ Applies to establishments employing
100 or more workers.     Central
government will draft model standing
orders.  Employers must consult the

■
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standing orders.  Employers will
submit draft standing orders to the
certifying officer based on the model
orders. 

trade unions or negotiating
union/council before submitting the
orders to the certifying officer.

Bodies
dealing
with
Industri
al
Dispute
s

IDA: Provides for Courts of Enquiry,
Labour Courts, Industrial Tribunals
and National Industrial
Tribunals.  Tribunals to consist of
judicial member.  

■

Only the appropriate government can
make a reference to a Labour Court or
Tribunal, and the central government to
the National Tribunal. 

■

Provides for Industrial Tribunals and
National Industrial Tribunals.  Industrial
Tribunals to consist of a Judicial
member and an Administrative
member.     

■

Either party to a dispute can approach
the Tribunal.     However, only the
central government can make a
reference to the National Industrial
Tribunal. 

■

Sources: The Trade Unions Act, 1926; The Industrial Employment (Standing Orders) Act,
1946; The Industrial Disputes Act, 1947; The Industrial Relations Code, 2019; PRS.
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POWER MINISTRY FLOATS DRAFT ELECTRICITY
ACT(AMENDMENT) BILL 2020 ON 17.4.2020; INVITES
SUGGESTIONS WITHIN 21 DAYS

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

Ministry of Power

Power Ministry floats draft Electricity Act(Amendment) Bill
2020 on 17.4.2020; invites suggestions within 21 days

Draft Amendment in the Electricity Act, 2003 to Introduce
key Reforms in the Power Sector

Posted On: 18 APR 2020 6:12PM by PIB Delhi

Supply of quality power at affordable prices is essential for sustained growth of the economy of
the country.   For further development of the power sector, Ministry of Power has issued draft
proposal for amendment of Electricity Act, 2003 in the form of draft Electricity Act (Amendment)
Bill, 2020 for comments / suggestions from Stakeholders on 17th April 2020. Comments /
observations / suggestions have been invited from stakeholders within twenty one days.

Major amendments proposed in the Electricity Act are as follows.

Viability of  Electricity Distribution companies (Discoms)

Cost reflective Tariff: To eliminate the tendency of some Commissions to provide for
regulatory assets,  it is being provided that the Commissions shall determine tariffs
that are reflective of  cost so as to enable Discoms to recover their costs.

i.

Direct Benefit Transfer:  It is proposed that tariff be determined by Commissions
without taking into account the subsidy, which will be given directly by the
government to the consumers.

ii.

Sanctity of Contracts

Establishment of Electricity Contract Enforcement Authority:  A Central
Enforcement Authority headed by a retired Judge of the High Court is proposed to
be set-up with powers of the Civil Court to enforce performance of contracts related
to purchase or sale or transmission of power between a generating, distribution or
transmission companies.

iii.

Establishment of adequate Payment Security Mechanism for scheduling of
electricity - It is proposed to empower Load Dispatch Centres to oversee the
establishment of adequate payment security mechanism before scheduling
dispatch of electricity, as per contracts.

iv.

Strengthening the regulatory regime

Strengthening of the Appellate Tribunal (APTEL): It is proposed to increase thev.
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strength of APTEL to seven apart from the Chairperson so that multiple benches can
be set-up to facilitate quick disposal of cases. It is also proposed to further empower
the APTEL to enforce its decisions.
Doing away with multiple Selection Committees: It is proposed to have one
Selection Committee for selection of Chairpersons and Members of the Central and
State Commissions and uniform qualifications for appointments of Chairperson and
Members of Central and State Electricity Regulatory Commissions.

vi.

Penalties: In order to ensure compliance of the provisions of the Electricity Act and
orders of the Commission, section 142 and section 146 of the Electricity Act are
proposed to be amended to provide for higher penalties.

vii.

 

Renewable and Hydro Energy

National Renewable Energy Policy: It is proposed to provide for a policy document
for the development and promotion of generation of electricity from renewable
sources of energy.

viii.

It is also proposed that a minimum percentage of purchase of electricity from hydro
sources of energy is to be specified by the Commissions.

ix.

Penalties: It is being further proposed to levy penalties for non-fulfilment of
obligation to buy electricity from renewable and/or hydro sources of energy.

x.

Miscellaneous

Cross border trade in Electricity: Provisions have been added to facilitate and
develop trade in electricity with other countries. 

xi.

FranchiseesandDistribution sub licensees:  Many States Distribution Companies
have been assigning the task of distribution of electricity in a particular area or city
to Franchisees / Sub-Distribution Licensees.  However, there was a lack of clarity
regarding the legal provisions related to this.  It is proposed to provide that the
Distribution Companies, if they so desire, may engage Franchisees or Sub-
Distribution Licensees to distribute electricity on its behalf in a particular area
within its area of supply, however, it will be the DISCOM which shall be the
licensee, and therefore, ultimately responsible for ensuring quality distribution of
electricity in its area of supply.

xii.

***
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GOVERNMENT AMENDS THE EXTANT FDI POLICY FOR
CURBING OPPORTUNISTIC
TAKEOVERS/ACQUISITIONS OF INDIAN COMPANIES
DUE TO THE CURRENT COVID-19 PANDEMIC
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign Capital, Foreign Trade

& BOP

Ministry of Commerce & Industry

Government amends the extant FDI policy for curbing
opportunistic takeovers/acquisitions of Indian companies
due to the current COVID-19 pandemic

Posted On: 18 APR 2020 3:58PM by PIB Delhi

The Government of India has reviewed the extant Foreign Direct Investment(FDI) policy for
curbing opportunistic takeovers/acquisitions of Indian companies due to the current COVID-19
pandemic and amended para 3.1.1 of extant FDI policy as contained in Consolidated FDI Policy,
2017. Department for Promotion of Industry and Internal Trade, Ministry of Commerce and
Industry has issued Press Note No. 3(2020 Series) in this regard. The present position and
revised position in the matters will be as under:

Present Position 

Para 3.1.1: A non-resident entity can invest in India, subject to the FDI Policy except in those
sectors/activities which are prohibited. However, a citizen of Bangladesh or an entity
incorporated in Bangladesh can invest only under the Government route. Further, a citizen of
Pakistan or an entity incorporated in Pakistan can invest, only under the Government route, in
sectors/activities other than defence, space, atomic energy and sectors/activities prohibited for
foreign investment.

Revised Position 

Para 3.1.1:

3.1.1(a) A non-resident entity can invest in India, subject to the FDI Policy except in those
sectors/activities which are prohibited. However, an entity of a country, which shares land border
with India or where the beneficial owner of an investment into India is situated in or is a citizen of
any such country, can invest only under the Government route. Further, a citizen of Pakistan or
an entity incorporated in Pakistan can invest, only under the Government route, in
sectors/activities other than defence, space, atomic energy and sectors/activities prohibited for
foreign investment.

3.1.1(b) In the event of the transfer of ownership of any existing or future FDI in an entity in
India, directly or indirectly, resulting in the beneficial ownership falling within the
restriction/purview of the para 3.1.1(a), such subsequent change in beneficial ownership will also
require Government approval.
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The above decision will take effect from the date of FEMA notification.

******

YB
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TAKEOVER FEARS: NUANCED APPROACH ON
CHINESE INVESTMENTS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign Capital, Foreign Trade

& BOP

The government’s decision to ban foreign direct investments (FDI) through the automatic
route from neighbouring countries that share a land border with India has raised eyebrows. This
is mainly because the move is seen as aimed at Chinese investors who could exploit cheap
valuations in the depressed economic conditions post-lockdown to pick up equity interest in
select companies. India is not alone in this fear of “opportunistic takeovers”, as Press Note
3(2020 Series) of the Commerce Ministry described it. Italy, Spain, France and Australia have
already taken similar action to protect their businesses from foreign (read Chinese) investors
fishing for distressed entities in need of cash in the post-COVID-19 scenario. China’s investment
in India has been on a sharp upcurve in the last five years. According to a Brookings India study,
the total current and planned investment by Chinese entities is over $26 billion. Chinese capital
is invested not just in brick-and-mortar industries but in technology and fintech start-ups where
Alibaba and Tencent have funded a host of Indian names such as Paytm, Swiggy, Ola, Zomato
and BigBasket. It is quite possible that a move to curb or control Chinese investment in Indian
companies was always on the cards and that COVID-19 was a good excuse to pull the trigger.
There has always been unease over the fact that there is a thin line that divides the state sector
from private enterprise in China and several companies there trace linkages back to the security
apparatus of that country.

So, while the decision to introduce a layer of government approval is probably valid in the
current circumstances, the government could have adopted a more nuanced approach.
Greenfield investments should have been kept out of the purview as they do not pose a threat of
takeover of existing business; to the contrary, they create new capacities and businesses in the
country. A distinction should also have been made based on the class of investors: venture
capital funds are financial investors who may not necessarily be interested in taking over and
running a business. While the FDI route has been plugged, it is not clear what happens to
investments that come through the market route. SEBI has already sent out missives to
custodians asking for details of Chinese holdings in listed entities. How will this be regulated?
And again, what happens to FDI that comes in through entities registered in countries that do
not share a land border with India but which may trace their beneficial ownership to China? And,
now that the wall has been raised, approvals should be quick for investment proposals in the
technology start-up space, where cash burn is high and existing investors are often tapped for a
top-up investment.
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HOLD FACEBOOK, GOOGLE ACCOUNTABLE
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &

Black Money incl. Government Budgeting
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On Monday, Australia announced that it will now force technology giants such as Facebook and
Google to pay news companies for using content. This, the government said, was meant to
ensure a “level playing field”, and came after an 18 month investigation into the power of these
digital platforms by the country’s competition and consumer commission. Earlier this month,
France’s top competition authority asked Google to negotiate with media companies, both
publishers and agencies, for using snippets on its search engine and news aggregator and pay
them proper remuneration.

Both Australia and France are right. For too long, there has been an unfair ecosystem that has
been built around the digital news landscape. Media organisations invest tremendous resources
— personnel, editorial gatekeeping, overhead costs and distribution. Big digital intermediaries
such as Facebook and Google take their content and push it on their platforms. But operating
under ambiguous regimes, they pretend not to be media companies. This means they neither
have the legal accountability that media organisations have, nor do they incur the same levels of
expenditure. But they monopolise the revenue that streams into the digital news world. This has
made several genuine media organisations unviable — reducing their profitability, forcing them
to scale down their operations or even close down. This, in turn, hits not just particular
companies but hurts democracy and the right of citizens to be informed.

This crisis has become even more acute given the economic slowdown after the coronavirus
pandemic. India is not immune from either the trends in the digital news world, or the slowdown.
Media companies now face additional challenges. For traditional print platforms, circulation has
dipped because of unfounded fears about the possibility of the infection spreading through
newspapers. Revenue is hit due to the curtailment of advertisement spend by private companies
as well as the government. In this backdrop, it is time for the government to institute clearer
rules for intermediaries. It is time to get Facebook and Google to meet their legal obligations — it
is no surprise that there is a proliferation of fake news on some of these platforms in the
absence of stronger accountability rules. It is also time to get them to pay the rightful share of
compensation to those platforms whose content they use and leverage to build their own
audiences and profits. India must carefully consider other global examples and put a stop to the
reckless and unfair trade practices adopted by digital intermediaries. It is, indeed, time for a level
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playing field — not just to help media, but also to preserve democracy and keep up the news-
gathering mechanisms that are so essential to keeping citizens informed.
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FISH GILLS USED TO DEVELOP EFFICIENT LOW-COST
ELECTRO-CATALYSTS FOR RECHARGEABLE METAL-
AIR BATTERY

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

Ministry of Science & Technology

Fish gills used to develop efficient low-cost electro-
catalysts for rechargeable metal-air battery

Posted On: 20 APR 2020 12:45PM by PIB Delhi

Scientists at the Institute of Nano Science and Technology (INST), Mohali, an
autonomous institute under the Department of Science and Technology, Govt. of
India, have recently come up with an efficient, low-cost electro-catalyst from fish gills
that can help develop environmentally friendly energy conversion devices.

 

This bio-inspired carbon nanostructure can help overcome the bottleneck in the
realization of several renewable energy conversion and storage technologies such as
fuel cell, biofuel cell, and metalair battery.

 

The present strategy enriches a route to synthesize low-cost, highly efficient
bioinspired electrocatalyst that is better than commercial Platinum on carbon (Pt/C)
catalyst and could be utilized as next-generation nonprecious carbon-based
electrocatalyst for energy conversion and storage applications. The results have been
recently published in the journal Inorganic Chemistry published by the American
Chemica l  Soc ie t y ,  2020 ,  (DOI :  10 .1021 /acs . i no rgchem.0c00446) .
https://pubs.acs.org/doi/abs/10.1021/acs.inorgchem.0c00446

 

Dr. Ramendra Sundar Dey and his team from INST have explored a highly active
Oxygen Reduction Reaction (ORR) electrocatalyst based on binary transition metals
Iron (Fe), and Manganese (Mn) and N-doped porous carbon (Fe, Mn, N-FGC),
derived from fish gills (FG) acquired as animal waste, which has a unique porous
structure and could provide conductive carbon networks after heat treatment and
could be an efficient electrode material. The catalyst was able to show active oxygen
reduction reaction in a wide range of pH (pH < 1, 7, and >13) and outperformed the
commercial Pt/C catalyst.
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They fabricated a homemade rechargeable Znair battery (ZAB) with the catalyst as
an air cathode, which showed almost stable chargedischarge voltage plateaus after
rigorous cycling for a long duration. It surpassed the commercial Pt/C based ZAB
performance. The scientists found that the reason behind the outstanding
performance of this catalyst is the presence of FeMn based binary moiety, which is
actually beneficial for the Oxygen (O2) binding and boosting Oxygen Reduction
Reaction (ORR) catalytic performances in alkaline medium by weakening the
Oxygen-Oxygen bonds.

 

The researchers have suggested that the careful selection of transition metals and
heteroatoms together with engineering the synthesis protocol can pave a new way for
exploring highly active low-cost electrocatalyst for efficient and environmentally
friendly energy conversion devices.

 

[Reference: Unravelling the Role of Fe–Mn Binary Active Sites Electrocatalyst
for Efficient Oxygen Reduction Reaction and Rechargeable Zn-Air Batteries

Subhajit Sarkar, Ashmita Biswas, Taniya Purkait, Manisha Das, Navpreet
K a m b o j  &  R a m e n d r a  S u n d a r  D e y ,  A C S ,  2 0 2 0 ,  ( D O I :
10.1021/acs.inorgchem.0c00446).]
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FUTURES SHOCK: THE HINDU EDITORIAL ON OIL
PRICE FALL BELOW $0
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign Capital, Foreign Trade

& BOP

Five decades after the oil shock of 1973, when an Arab embargo on the supply of oil to some
western powers including the United States sent the price of crude skyrocketing fourfold to $12 a
barrel, the global economy faces a fresh shock from a free-fall in oil prices. On Monday, May
futures for the West Texas Intermediate (WTI) U.S. crude plunged below zero to touch a historic
low of -$40.32 a barrel. A negative price implies that a seller would have to pay the buyer to hold
the oil to be supplied. While the unprecedented plunge in the particular futures contract could be
partly explained away as a technical anomaly given that the May contract was set to expire on
Tuesday, beyond which buyers would need to be ready to take physical delivery, the reality is
that oil prices are desperately in search of a bottom. A perfect storm of a supply glut
exacerbated in March by a price war that saw key producers Saudi Arabia and Russia ramp up
output even as demand continued to contract on account of the COVID-19 outbreak sent prices
into a steeper slide. Brent crude futures have tumbled more than 67% in 2020 to about $21 a
barrel as of Tuesday afternoon in London trading, while the WTI futures have plunged about
110% to -$5.78. The International Energy Agency observed this month, that the confinement
measures instituted worldwide have resulted in a dramatic decline in transportation activity
which will erase at least a decade of demand growth.

Explained | Why are oil futures in negative terrain?

With storage for crude — on land or offshore in supertankers — nearing capacity or becoming
prohibitively expensive, oil producers are going to have little option but to curtail output. Saudi
Arabia is reported to be considering output cuts even before a 9.7 million barrels per day deal it
had struck with Russia to cut production takes effect from May. Still, merely closing the tap a
notch or two is not going to redress the oversupply in the market at a time when the ‘Great
Lockdown’ has destroyed demand on an unprecedented scale. India has prudently been using
the sharp fall in both crude prices and domestic demand to accelerate the build-up of its
strategic reserve. While the sliding oil prices would help significantly pare India’s energy import
bill, a protracted demand drought would end up hurting the government’s tax revenues severely,
especially at a time when it badly needs every additional rupee it can garner. Also, rock-bottom
oil prices risk damaging the economies of producer countries including those in West Asia,
hurting inward remittances. After the lockdown, the Centre ought to consider using this
opportunity to cut retail fuel prices sharply by foregoing some excise revenue for a while in order
to tease back momentum into the wider economy.
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DATA UNAVAILABILITY MAIN REASON BEHIND
GOVT'S INABILITY TO ANNOUNCE STIMULUS FOR
BUSINESSES: SUBHASH CHANDRA GARG

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector
incl. MSMEs and PSUs

Former Finance Secretary Subhash Chandra Garg has said the unavailability of data is the main
reason why the government has not been able to announce a stimulus package for coronavirus-
stricken businesses, including MSMEs.

Garg, in a blog post, said there is an urgent need to assign a unique ID to each business as it
would help in collecting vital economic performance data and facilitate linking of all bank
accounts of a business to that ID. "Principal reason for inability of the government to announce
any survival and revival package, even for MSMEs, is the unavailability of business, value-
added, number of labours employed, loss of output and profit data. There is an urgent need to
establish the system of unique business ID and link significant business data with this," he said.

The government on March 26 had announced a Rs 1.7 lakh crore stimulus that included free
foodgrain and cooking gas to poor for three months. It also had cash doles to vulnerable class
including women and poor.

The finance ministry is working on a second relief package for the Indian economy hit hard by
the COVID-19 outbreak and the 40-day nationwide lockdown imposed to curb the contagion.

The former finance secretary further said the economic lockdown ordered by the government to
save lives has jolted the business loans portfolio of banks. "Many businesses in travel, tourism,
hospitality, construction, transportation, retail, entertainment, sports will fail.

This can double their non-performing loans as a number of shuttered businesses and disrupted
businesses will fail and suffer profitability shocks," he noted. Garg suggested that it is time for
the RBI to think of providing credit to investment grade businesses directly. "RBI can start
buying investment grade corporate bonds and mortgage backed securities,"he said adding that
much of the Targeted Long-Term Repo Operations (TLTRO) can be much better done directly
by RBI, instead of doing it in a roundabout way of going through the banks.
Former Finance Secretary Subhash Chandra Garg has said the unavailability of data is the main
reason why the government has not been able to announce a stimulus package for coronavirus-
stricken businesses, including MSMEs.

Garg, in a blog post, said there is an urgent need to assign a unique ID to each business as it
would help in collecting vital economic performance data and facilitate linking of all bank
accounts of a business to that ID. "Principal reason for inability of the government to announce
any survival and revival package, even for MSMEs, is the unavailability of business, value-
added, number of labours employed, loss of output and profit data. There is an urgent need to
establish the system of unique business ID and link significant business data with this," he said.

The government on March 26 had announced a Rs 1.7 lakh crore stimulus that included free
foodgrain and cooking gas to poor for three months. It also had cash doles to vulnerable class
including women and poor.

The finance ministry is working on a second relief package for the Indian economy hit hard by
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the COVID-19 outbreak and the 40-day nationwide lockdown imposed to curb the contagion.

The former finance secretary further said the economic lockdown ordered by the government to
save lives has jolted the business loans portfolio of banks. "Many businesses in travel, tourism,
hospitality, construction, transportation, retail, entertainment, sports will fail.

This can double their non-performing loans as a number of shuttered businesses and disrupted
businesses will fail and suffer profitability shocks," he noted. Garg suggested that it is time for
the RBI to think of providing credit to investment grade businesses directly. "RBI can start
buying investment grade corporate bonds and mortgage backed securities,"he said adding that
much of the Targeted Long-Term Repo Operations (TLTRO) can be much better done directly
by RBI, instead of doing it in a roundabout way of going through the banks.
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‘DIRECT MARKETING’ HELPS DECONGEST MANDIS
AND FACILITATES TIMELY MARKETING OF FARM
PRODUCE DURING LOCKDOWN

Relevant for: Indian Economy | Topic: Transport & Marketing of agricultural produce

Ministry of Agriculture & Farmers Welfare

‘Direct Marketing’ helps decongest mandis and facilitates
timely marketing of farm produce during lockdown

Posted On: 25 APR 2020 7:57PM by PIB Delhi

Government of India has been making concerted efforts to facilitate farmers in direct
marketing and assure better returns.  At the same time the Department issued advisories
to maintain social distancing in the mandis to prevent the spread of Corona Virus in the
wake of COVID19 pandemic. The States have been requested to promote the concept of
‘Direct marketing’ to facilitate farmers/ group of farmers/FPOs/ Cooperatives in selling
their produce to bulk buyers/big retailers/processors etc.

The Union Agriculture Minister Shri Narendra Singh Tomar sent a letter on 16th April,
2020 to the Chief Ministers of States reiterating the need for direct marketing through
Cooperatives/ Farmer Producer Organisations (FPOs) etc and encouraged all the
stakeholders and farmers to adopt this process. The Department also issued an advisory
to the States to promote direct marketing without insisting for licensing procedures and
facilitate the farmers in timely marketing of farm produce.

In order to decongest wholesale markets & to boost the supply chain, following two
modules under National Agriculture Market (e-NAM) have been introduced:

FPO Module: FPOs can directly trade with e-NAM portal. They can upload produce details
from collection centers with picture/quality parameter and avail the bidding facility without
physically reaching to the mandis.

i.

Warehouse Based Trading Module: Farmers can sell their produce from Warehousing
Development and Regulatory Authority (WDRA) registered warehouses notified as deemed
market, and do not physically bring the produce to the nearest mandis.

ii.

Various States have adopted Direct Marketing and taken several measures:

Karnataka exempted Cooperative Institutions and FPOs in the State for engaging in
wholesale trade of agricultural produce outside the market yards;

●

Tamil Nadu exempted market fee on all notified agricultural produce;●

Uttar Pradesh allowed trading in e-NAM platform from  farm  gate  and promoted  issuance
of unified licence to processors  for direct purchase from farmers and  also allowed FPOs to
undertake procurement operations of wheat;

●

Rajasthan allowed direct marketing by traders, processors  and  FPOs. In addition to that,
Primary Agriculture Credit Societies (PACS)/ Large Area Multi-purpose Cooperative
Societies (LAMPS) in Rajasthan have been declared as deemed markets.

●

Apart from Individuals, firms, and processing units, Madhya Pradesh  has allowed to set up●
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private purchase centres outside the market–yard to purchase directly from farmers with an
application fee of Rs. 500/- only.
Himachal Pradesh, Uttarakhand and Gujarat have also allowed direct marketing without
requirement of any licence.

●

Uttarakhand has declared Warehouse/Cold storage and Processing plants as sub-mandis.●

Uttar Pradesh Government has recently relaxed the rules and norms for declaring
warehouses/ cold storages as Market-yards.  

●

 

Impact of Direct Marketing:

 

Rajasthan has issued more than 1,100 direct marketing licences to processors during
lockdown period wherein farmers have already started selling directly to the processors. 
Out of more than 550 PACS declared as market-yards in rural areas, 150 PACS have
become functional for direct marketing and village traders are performing trade transactions
successfully. 

●

Due to market fee waiver in Tamil Nadu, it was observed that traders have preferred to buy
the produce from farmers from their farm gate/ villages.

●

In Uttar Pradesh direct linkages have been established by FPOs with farmers and traders
thereby supplying their produce to consumers in cities which saved wastages and directly
benefitted the farmers. Further, the State has facilitated in establishing linkages with FPOs
and Zomato Food Delivery App thereby ensuring smooth distribution of veggies to
consumers.

●

 

As per the report received from the States, the Direct Marketing has facilitated the famers
groups, FPOs, Cooperatives and all the stakeholders in effective and timely marketing of
farm produce.

 

*****  

APS/PK/MS/BA
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Source : www.indianexpress.com Date : 2020-04-27

FROM PLATE TO PLOUGH: A MARSHALL PLAN FOR
EAST INDIA

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

A famous line of Tiger in Walt Disney Productions’ Winnie the Pooh is, “Life is not about how
fast you run or how high you climb, but how well you bounce”. In the context of today’s
economy, under siege because of the coronavirus pandemic, what matters is not how big a
country’s GDP is or how fast it has been growing; the real challenge is how best and how quickly
a country can bounce back to a growth rate of 7-8 per cent per annum.

The IMF’s projections for GDP growth for this year seem to be either in the negative or below 2
per cent for almost all major countries of the G-20 group. India could do a little better compared
to the other BRICS nations, but its growth will most likely be below 2 per cent. This, of course, is
under an optimistic scenario. Many experts reckon that India could also go into negative GDP
growth this year, if it does not reboot the economy properly and in time.

The Centre and the Reserve Bank of India are trying to remove all roadblocks so that factories
and farms can resume operations, albeit in a regulated manner that ensures that the virus is
contained. The focus is largely on the supply side — how to ease restrictions and how to
increase liquidity in the system for resuming production. My assessment is that it may not take
too long as the real problem is the collapse in demand. And that demand may not pick up easily
as the virus is likely to stay with us for quite some time. We could have lockdowns again if there
is a surge in infection. This will surely limit our travel and restrict our shopping for non-essentials.
However, there is one demand that can easily revive — that of food.

The NSSO survey of consumption expenditures for 2011-12 revealed that about 45 per cent of
the total expenditure of an Indian household is on food. For the poor, the NSSO reckoned, this
figure was about 60 per cent. We do not have information about the consumption patterns in
2020, but my guess is that about 35-40 per cent of the expenditure of an Indian household is on
food and for a poor household, this figure is around 50 per cent. Herein, lies the scope to reboot
the economy.

We have seen the problems of migrant labourers during the lockdown. The sudden
announcement of the nationwide lockdown gave them no time to go back to their families. They
lost their jobs and incomes, and having spent whatever little savings they had, these workers
have been reduced to penury. The Centre and states, despite their best efforts, have not
managed to address the problem of hunger of these workers. Even civil society has not
managed to bridge the gap. The migrant labourers may well have lost their trust in the state, and
once the lockdown is lifted, most of them are likely to rush back to their families in villages — as
if freed from jail. And, it could be some time before they are back in the cities — that is, if they
return at all. So, farms and factories, especially the MSMEs in the relatively developed states of
western, southern and north-western India are likely to face labour shortages for many months,
perhaps years. This could lead to more mechanisation of farms and factories in these states. In
Punjab, for example, most of the wheat harvesting is already done by combined harvesters.
Now even paddy harvesting could be done by mechanised harvesters.

However, eastern Uttar Pradesh, Bihar, Jharkhand, West Bengal, and Odisha, from where much
of the migrant labour comes, will face a double challenge. Their agriculture, with tiny farm
holdings is already saddled with a large labour force — this comprises 45 to 55 per cent of the

https://indianexpress.com/about/coronavirus/
https://indianexpress.com/article/explained/pandemic-explained-who-novel-coronavirus-covid19-what-is-a-pandemic-6309727/
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total labour force of these states. Non-farm income from wages and salaries, through migrant
labour, was an important source of income for households in these states. This is now severely
hit. In all probability, the per capita rural incomes of these states could shrink, at least in the
short run. This could lead to poverty and increase hunger and malnutrition. How does one then
reboot the economy and also address hunger and malnutrition?

A special investment package — like the Marshall Plan of USA in 1948 — for the eastern belt of
India to build better infrastructure, agri-markets and godowns, rural housing, primary health
centres, schools and enhances people’s skills will go a long way to revive the economy and
augment the incomes of the migrant workers. Rising incomes will generate more demand for
food as well as manufactured products, giving a fillip to the growth engines of agriculture as well
as the MSME sector. Building better supply chains for food directly from farm-to-fork, led by the
private sector, will enhance the export competitiveness of agriculture. It will also ensure a higher
share of farmers in the consumers’ rupee. Such broad-based development in a relatively
underdeveloped region of the country will lay the foundations of a long-term, demand-driven,
growth of industry in India.

The all India relief package of Rs 1.7 lakh crore announced by the central government earlier,
which is about 0.8 per cent of the country’s GDP, is too small to reboot the economy. If India has
to bounce back quickly, it needs a much bigger relief cum stimulus package — certainly not
below 5 per cent of GDP. And, it should focus more on the eastern belt, where the issue is that
of survival. Else, the country could do even more badly on the indicators of poverty, hunger,
malnutrition, infant mortality and well-being. India could get derailed from its course of attaining
the Sustainable Development Goals by 2030.

The writer is Infosys Chair professor for Agriculture at ICRIER
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PROTECTING THE POOR FROM BECOMING POORER
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

Globally, governments are faced with hard choices in controlling the spread of COVID-19.
Prioritising public health through social distancing and population lockdowns comes at a huge
economic cost. While there is still considerable uncertainty about how badly India will be
affected by the COVID-19 outbreak, there is no uncertainty that the population lockdown will
force significant and widespread deprivations on people at the lower end of the income
distribution. Within a short time after the population lockdown was imposed in India, the
slowdown in economic activity has resulted in the loss of livelihood among the economically
vulnerable. Seen another way, economically vulnerable groups are being forced to sacrifice
disproportionately more for the better health of society. COVID-19 and its control measures will
affect the health, human capital and income of vulnerable populations in multiple ways over the
short and long term. To mitigate these deprivations, it is necessary for government safety net
programmes to provide broad-based long-term support focused on specific vulnerable
populations.

The morbidity and mortality rates are disproportionately higher in countries, and among people,
at the lower end of the income distribution. The Spanish flu in 1918 left about 50 to 100 million
people dead worldwide. Poor countries like India bore the brunt of the pandemic. India lost 18
million lives, or 6% of the population, the highest anywhere. In contrast, the U.S., where the flu
might have originated, experienced 6,75,000 deaths. Similar social inequities are seen in the
current COVID-19 pandemic — note, for instance, the disproportionately higher mortality rates
among minority groups in the U.S. These inequities are not surprising: economically vulnerable
people have poor nutrition which lowers immunity; they live in crowded spaces making it easier
for a disease to spread; and they have inadequate access to safe water, sanitation, and quality
health care. Deaths and illness due to COVID-19 will directly cause economic losses. The death
of an earning family member is a huge financial loss anywhere, but particularly so for those
living on the margins of the economy. Those unable to work, particularly those in the informal
economy, due to COVID-19-related illness will experience substantial income losses. Studies on
productivity losses due to other infectious diseases have reported that the poorest households
lose as much as half their income.

Epidemics continue to affect survivors long after they are over. Studies on populations exposed
to tropical diseases and poor nutrition in-utero or during early childhood have found that the
effects of the disease continue into later years of life by affecting cognitive ability, educational
achievement, and income as adults. A study on the long-term effects of the Spanish flu, “Is the
1918 Influenza Pandemic Over? Long-Term Effects of In Utero Influenza Exposure in the Post-
1940 U.S. Population”, by Douglas Almond, reported that children born to infected mothers were
15% less likely to graduate from high school, the wages of men were 5%-9% lower because of
infection, and the disability rate 20% higher compared to birth cohorts not affected by the flu.
Importantly, these effects were greater in socially vulnerable populations. There is no reason
why COVID-19 will not have such long-term intergenerational effects on economically vulnerable
populations. As such, relief programmes need to have a long-time horizon.

Population lockdowns and the associated loss of economic activity has affected employment
and livelihoods on a massive scale globally. India has the largest number of people under
lockdown anywhere. By all accounts this lockdown has had a significant effect on the movement
of people, job losses and incomes. For example, a CMIE survey indicates that 44% of
households currently report a loss in income, up from around 10% in early March. A recent

https://www.thehindu.com/topic/coronavirus/
https://www.thehindu.com/opinion/open-page/covid-19-and-the-vulnerable/article31431710.ece
https://www.thehindu.com/news/national/analysis-how-pandemics-have-changed-the-world/article31345176.ece
https://www.thehindu.com/news/national/coronavirus-lockdown-industries-hobbled-by-curbs-on-mobility-of-men-material/article31440076.ece?homepage=true
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telephonic survey carried out by the National Council of Applied Economic Research in Delhi
found that 84% of respondents reported loss of income, and nearly 30% experienced shortages
of food, fuel and medicines. These outcomes were concentrated among the poorer households
and in rural areas.

Historically, economic downturns are associated with loss of livelihoods, decreases in dietary
intake, poorer dietary quality and poorer health care consumption. The effect of the lockdown on
pregnant women and children is particularly important. Studies have shown that women’s
nutrition or access to health services like tetanus immunisation during pregnancy can have long-
term effects on the future educational achievement of children. Poor nutrition during pregnancy
or in early childhood has been associated with increased infant and child mortality. The closing
of schools due to the lockdown has deprived many children of their only nutritious meal through
school-feeding programmes. Moreover, children who experienced poor nutrition in-utero or
during their early years find that their cognitive levels, educational achievement, and adult
incomes are impacted.

The Central government and several State governments have announced a range of important
measures to address the economic hardship faced by vulnerable households. They promise to
provide free or subsidised food to low-wage households, and direct cash transfers to vulnerable
groups such as senior citizens, farmers, rural workers, construction workers and widows. The
effectiveness of these safety nets will depend on the adequacy of the relief package, how well
they reach the neediest groups, and efficiencies in the delivery system. It is important to note
that these are one-off measures intended only for a short period of time. However, the economic
and health deprivation caused by COVID-19 will have long-term effects.

More challenging is addressing the long-term health and economic effects of COVID-19. It will
require extending current relief measures for a longer duration, to a few years. To prevent
human capital deprivation in the future, both long- and short-term relief measures will need to
target specific populations like pregnant women and young children. Recent government actions
in this direction are helpful but they are focused on the short term. As such, governments need
to take a long-term view of mitigating the many economic and human capital effects of COVID-
19 and its control measures.

Krishna Rao is Associate Professor, Department of International Health, Johns Hopkins
University
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NABARD: NABARD LINES UP TERM LOAN FACILITY
FOR MFIS, BUT SMALLER ONES MAY NOT GET IT

Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector
incl. MSMEs and PSUs

The National Bank for Agriculture & Rural Development ( Nabard) will provide an 18-month term
loan to microfinance firms of its own, besides extending the one-year special refinance scheme
as directed by Reserve Bank of India.

This is an improvement over Small Industries Development Bank of India’s one-year term loans,
but the smaller MFIs, which need financial assistance the most, may still be in the lurch.

The microfinance sector may require Rs 15,000-20,000 crore of funding in May and June,
according to Sa-dhan, the largest microfinance lobby group with 212 members. They are facing
cash flow mismatches as they have offered moratorium on loan repayment to their borrowers
even as most of their lenders are not extending back-to-back support.

“We can meet part of the sectoral demand through term loans,” Nabard chairman Harsh Kumar
Bhanwala told ET. “We will raise resources for it through internal accruals as well as market
borrowing.”

RBI has given Rs 25,000 crore to the development financial institution for refinancing regional
rural banks (RRBs), cooperative banks and MFIs for a period of one year or less. Just a part of it
may be earmarked for MFIs, given Nabard’s exclusive role in supporting RRBs and cooperative
banks.

The banking regulator has offered another Rs 25000 crore to Sidbi and National Housing Bank
to improve liquidity for their refinacing/lending activities.

“Nabard’s refinance is now available only to NBFC-MFIs with asset size of Rs 500 crore and
above, and as of now only 23 NBFC-MFIs will be eligible for refinance,” Sa-Dhan executive
director P Satish said. “We have requested Nabard to relax these norms so that more MFIs can
benefit from refinance and term loan facility.”

Bhanwala said that Nabsamruddhi Finance and Nabfins—subsidiaries of the apex rural
bank—support smaller firms. “We can channel RBI’s assistance through intermediaries as well,"
he said.

Nabard said interest rate on the term loans will be based on its cost of fund. The rate on the
refinance facility will be 300 basis points over repo rate with applicable risk premium. RBI’s repo
rate now stands at 4.4%. One basis point is equal to one-hundredth of a percentage point.

The subsidiaries lend to smaller MFIs at higher interest rates.

RBI’s liquidity window for smaller and mid-sized firms may not also address the requirement on
the ground since firms with credit ratings below investment grade are not allowed to avail it while
almost one-fourth of the rated entities fall below the grade. Banks have shown apathy to support
smaller firms with them using just half of the liquidity on offer by RBI for this purpose.

The National Bank for Agriculture & Rural Development ( Nabard) will provide an 18-month term
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loan to microfinance firms of its own, besides extending the one-year special refinance scheme
as directed by Reserve Bank of India.

This is an improvement over Small Industries Development Bank of India’s one-year term loans,
but the smaller MFIs, which need financial assistance the most, may still be in the lurch.

The microfinance sector may require Rs 15,000-20,000 crore of funding in May and June,
according to Sa-dhan, the largest microfinance lobby group with 212 members. They are facing
cash flow mismatches as they have offered moratorium on loan repayment to their borrowers
even as most of their lenders are not extending back-to-back support.

“We can meet part of the sectoral demand through term loans,” Nabard chairman Harsh Kumar
Bhanwala told ET. “We will raise resources for it through internal accruals as well as market
borrowing.”

RBI has given Rs 25,000 crore to the development financial institution for refinancing regional
rural banks (RRBs), cooperative banks and MFIs for a period of one year or less. Just a part of it
may be earmarked for MFIs, given Nabard’s exclusive role in supporting RRBs and cooperative
banks.

The banking regulator has offered another Rs 25000 crore to Sidbi and National Housing Bank
to improve liquidity for their refinacing/lending activities.

“Nabard’s refinance is now available only to NBFC-MFIs with asset size of Rs 500 crore and
above, and as of now only 23 NBFC-MFIs will be eligible for refinance,” Sa-Dhan executive
director P Satish said. “We have requested Nabard to relax these norms so that more MFIs can
benefit from refinance and term loan facility.”

Bhanwala said that Nabsamruddhi Finance and Nabfins—subsidiaries of the apex rural
bank—support smaller firms. “We can channel RBI’s assistance through intermediaries as well,"
he said.

Nabard said interest rate on the term loans will be based on its cost of fund. The rate on the
refinance facility will be 300 basis points over repo rate with applicable risk premium. RBI’s repo
rate now stands at 4.4%. One basis point is equal to one-hundredth of a percentage point.

The subsidiaries lend to smaller MFIs at higher interest rates.

RBI’s liquidity window for smaller and mid-sized firms may not also address the requirement on
the ground since firms with credit ratings below investment grade are not allowed to avail it while
almost one-fourth of the rated entities fall below the grade. Banks have shown apathy to support
smaller firms with them using just half of the liquidity on offer by RBI for this purpose.
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LET’S FILL UP THE TANK
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

Oil prices continue to decline globally, with crude hitting multi-decade lows, as global demand
evaporates. Earlier last week, in unprecedented price action, the near-month contract for West
Texas Intermediate (WTI) sweet crude oil dropped to -$37.63 a bbl. A negative price has never
before been registered for a major global crude oil benchmark. The extreme price action is a
signal that there is a global oil glut with few places to store oil. Global oil markets have been
severely disrupted. While WTI does not feature in India’s basket, Brent Crude Oil, which does, is
trading around $25 a barrel, the lowest in 18 years.

The economic consequences of COVID-19 are going to be drastic for India and the world. It is
hard to say what kind of recovery the economy and markets will undergo when this is over,
though there is much glib talk of it being “V”, “U” or “L” shaped. But whichever letter of the
alphabet wins the race, one opportunity is clear: Even as India suffers from a lockdown, a silver
lining for future recovery and reconstruction is the price of oil.

Given India’s growth aspirations and lack of self-sustaining oil production, a sharp reduction in
oil prices is a bonanza. Normally, reduced oil prices would translate into surplus for the
consumers and a fiscal bonus for the government through increased tax collections. However,
given that the demand for petrol has slumped, those gains will not accrue right away. But India
should look at this as an opportunity to strengthen its energy security by buying oil and filling up
our Strategic Petroleum Reserves (SPR). Considering that India was the third-largest consumer
of energy in the world, as well as the third-largest importer of oil in 2018, we are particularly
vulnerable to oil price fluctuations. The dramatic reduction in oil prices offers a once-in-a-
generation opportunity for us to fill up our reserves in an extremely cost-effective way.

Currently, we do maintain an emergency stockpile of oil reserves: Under the existing Strategic
Petroleum Reserves programme, India claims to have 87 days of reserves. Out of this, refiners
maintain 65 days of oil storage and the rest of the reserves are held in underground salt caverns
maintained by Indian Strategic Petroleum Reserves Limited (ISPRL). The existing and planned
capacity for the underground reserves is 10 and 12 days of import cover for crude oil
respectively.

There are a couple of issues to be highlighted here. First, capacity does not directly translate
into utilisation, which is partly because oil is an expensive commodity most days of the year. In
2019, the average closing price of a barrel of crude was $57.05. In 2018, it was $64.90, and in
2017, U$50.84. Of the existing 10 days of capacity, only about 50 per cent is utilised.

The second issue is with regard to the refinery holdings. In India, the SPR arrangement between
the oil refineries and the Union or state governments is not specified well, though most of the
refineries that hold stock are publicly-owned companies. In fact, a breakdown of which refineries
hold SPR and in what form (crude or refined) or information about where they are located is not
publicly available.

The first step, therefore, should be to introduce transparency and accountability in relation to the
SPR. The procedures, protocols and facts about Indian SPR storage require greater public and
parliamentary scrutiny, just like India’s other strategic reserves (for instance, foreign exchange).
For this, there should be timely and reliable dissemination of information. Instead, it is now
shrouded in secrecy.

https://indianexpress.com/about/coronavirus/
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The lack of transparency around our SPR holdings is compounded by the ambiguity surrounding
the mobilisation process. SPR reserves are meant to be used in emergencies, where time is
likely to be of the essence. The SPR mobilisation process could be made more efficient by
laying out designated roles for different agencies to avoid redundancies in times of crisis. There
should be role and process clarity regarding SPR mobilisation. For instance, to begin with, there
should be clarity on who (or which agency) can define an emergency and therefore order a
mobilisation.

Further, in order to mitigate risks better, India should look to diversify its SPR holdings.
Diversification can be based on geographical location (storing oil either domestically or abroad),
storage location (underground or overground) and product type (oil can be held in either crude
or refined form). Storage and transportation costs could be saved by diversifying geographically.
With oil dirt-cheap, if we can purchase more than we can store in our existing facilities, why not
go abroad for more storage space?

For instance, one option could be to operationalise, modernise, and add to the oil tanking
facilities at Trincomalee in Sri Lanka. Another opportunity would be to enter into a strategic
partnership with Oman (Ras Markaz) for oil storage, which would also help India avoid the
potential bottleneck of the straits of Hormuz. However, since many of these places could
potentially be vulnerable to geopolitical risks, only a small part of India’s overall SPR strategy
should involve storing abroad.

Diversification could also be in the form of ownership — either publicly owned through ISPRL or
by private oil companies, such as ADNOC of Abu Dhabi, which could fill up the SPR when prices
are low and take advantage of price arbitrage. This could achieve a degree of price stability and
reduce the cost for India to buy such large quantities of oil. The only requirement for this to work
is to have a clear contract with the private companies about the mandatory minimum level of
stock that they should preserve for use in emergency times. The Takshashila Institution, an
independent think-tank, has raised several of these issues in a recent white paper. It serves as a
timely reminder for policymakers to take action.

To ensure that SPR and oil security remain a priority in the near future, ISPRL should consider
filling up the SPR reserves right now — and each time the price of Brent crude oil falls below a
certain price, say $35 per barrel. Buying crude on the forward market is another option, but oil
prices are in “contango” — which means that, contrary to normal times, future prices are higher
than spot prices.

Energy is and will remain vital to India’s aspirations for growth. The sharp fall in the price of oil
presents an opportunity for the Union government to increase its SPR stockpile and achieve a
degree of energy security. This is especially important at this time when every rupee needs to be
conserved to get back on a positive economic track and lift the most vulnerable segments of our
population.

The message is clear: While prices are low, we should fill up our reserve tanks and rent space
abroad. The oil will come in handy when prices have gone up — and more importantly, when we
need it.

Tharoor is the Lok Sabha MP from Thiruvananthapuram. The author is grateful for substantive
and technical inputs from Anupam Manur and Rohan Seth, researchers at the Takshashila
Institution
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COSTLY TO BYPASS MPC FRAMEWORK
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Inflation & Monetary Policy

Following the global financial crisis of 2007-08, India, like many other countries, embarked on a
stimulus. The pump-priming did not end too well. By 2013, India crossed or approached double-
digit figures in inflation and the national fiscal deficit, in addition to looming bad loans. In summer
2013, when the Federal Reserve indicated a possible reversal of its ultra-accommodative policy,
macroeconomic parameters for India were so weak that it got caught up in the “taper tantrum”
and experienced external sector fragility. While fiscal excesses and financial sector stress
remain issues today, India has improved significantly on at least one dimension — namely,
inflation — which has also stabilised the external sector.

How was this beneficial progress achieved? Starting in September 2013, the Reserve Bank of
India (RBI) initiated an effort to build credibility with domestic savers and international investors
on maintaining inflation at prudent levels. Three years thereafter, the RBI Act was amended to
put in place a flexible inflation targeting framework. A Monetary Policy Committee (MPC),
comprising of RBI representatives and external members appointed by the Government of India,
was enjoined with the legal mandate of managing the policy (repo) rate — the rate at which the
central bank lends money to banks, so as to keep consumer price inflation at a target level of 4
per cent, while keeping in mind economic growth.

Read| RBI’s response to COVID-19 needs to be localised and unconventional

By objective measures, the MPC framework until recently worked rather well. It lent
transparency and democratic accountability to the process of interest-rate setting; combined with
efforts on managing food inflation, it has brought inflation closer to the target; it has contributed
to tempering household inflation expectations; and, it has kept borrowing costs in the economy
at reasonable levels in spite of the high level of government borrowing and several other
distortions. Indeed, rating agencies and multilateral institutions repeatedly mention the MPC and
the inflation targeting framework as a landmark structural reform towards sound macroeconomic
management.

Yet, since last year, somewhat inexplicably, a series of monetary actions by the RBI have left
the MPC’s decision on the policy rate partly redundant, diluted the accountable process of
monetary decision-making, and put at stake the sanctity of the framework.

Let me elaborate.

With a stated intention to improve the transmission of monetary policy to households and
corporations, the RBI has pumped unprecedented levels of money (close to Rs 7 trillion) into the
banking system. It has done so mostly by purchasing government bonds but partly also by
purchasing dollars. Given impaired financial sector balance-sheets, transmission to economic
growth has been at best muted; liquidity is no silver bullet to durably address financial sector
stress. The primary effect of excessive liquidity has, instead, been to monetise the government’s
expenditures and keep its borrowing costs low. With its declared aim not being met satisfactorily,
the RBI has doubled down on liquidity supply, with the same outcome.

An important casualty has been the MPC framework.

At times, even when the MPC has kept the policy rate unchanged, the RBI has injected yet more
liquidity to move medium-term interest rates down; the two actions have been noted to be in
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direct contradiction of each other. If the objective is to move medium-term rates, why not build
consensus within the MPC to cut the policy rate more aggressively and communicate the
rationale?

Read| Lockdown, global trade dislocation to hit Indian economy: RBI report

Further, given the enormous liquidity glut, every night banks park liquidity with the RBI at a
(reverse repo) rate lower than the policy rate and which is not set by the MPC; nevertheless, this
rate used to be changed only as part of the MPC Resolution. Lately, the RBI has moved this rate
progressively lower than the policy rate; recently, it has done so outside of the MPC meeting
cycle and not as part of the MPC Resolution. There are straightforward tools in liquidity
management to ensure that in surplus conditions also, the central bank transacts with banks at
the policy rate — technically, by switching from “deficit” to “floor” system of liquidity
management. Such a switch is routinely adopted by central banks when they provide excess
liquidity; the RBI has chosen not to do so.

The net effect is that market interest rates are being increasingly controlled by the RBI rather
than the MPC. Indeed, there is a proposal that the rate at which the RBI absorbs liquidity be still
lower, likely divorced from the policy rate set by the MPC. The spirit of the MPC framework
enshrined in the RBI Act is being violated. It is unclear how the MPC can be expected to satisfy
its legal mandate if what it seeks to achieve via setting of the policy rate is in conflict with, or
compromised by, the RBI’s liquidity management.

These developments have the potential to pose risks for India’s macroeconomic stability going
forward: The implicit monetisation of fiscal expenditures through government bond purchases by
the RBI in the secondary market has postponed the recognition of the untenable fiscal reality.
The delay has meant the government has had limited policy space since the onset of COVID.

Supply-chain disruptions due to measures taken to contain the pandemic raise the possibility of
cost-push inflationary pressures, especially given the excessively easy fiscal and monetary
conditions. This can abruptly raise economy-wide borrowing rates, inflict losses on banks, and
imperil financial stability.

If the gains in inflation credibility built by the MPC framework are dissipated by ineffective
policies and operations, both household and investor expectations for inflation in India could
unhinge. It is disturbing that while referring to desirable levels of inflation, analysts appear to
have already stopped referring to MPC’s mandated target inflation rate of 4 per cent and the
focus has instead shifted to the upper tolerance limit of 6 per cent. Worse, it could instigate
turmoil in the external sector. Excessively low bank deposit rates may induce some non-resident
deposits to exit the country.

In a highly unpredictable time such as this, the RBI should preserve its inflation credibility. This
requires making the institution of MPC more enduring, not bypassing it. Decision on monetary
policy actions based on voting by committee members, provision of inflation and growth
forecasts in the resolution statement, and coordination of rate-setting and liquidity management,
need to be adhered to.

Even in desperate times, we need to follow due processes and justify with substance the
extraordinary actions so that commitment is provided as to how these actions will be unwound
when necessary.

The writer is former Governor, Reserve Bank of India
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RESET AND REFORM
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

In his interaction with state chief ministers on Monday, Prime Minister Narendra Modi spoke
about the need for ushering in reforms that touch the lives of citizens. While details of the
specific reforms the government intends to pursue, or the possible roadmap, are still to be spelt
out, the ongoing crisis provides an opportunity for a conversation on re-evaluating the state’s
priorities. Two areas in particular deserve attention: First, the glaring inadequacies of the
healthcare system in India. And second, the absence of safety nets for large sections of the
labour force, including migrant labour. They need to be addressed urgently.

Public spending on healthcare in India continues to languish, falling well below levels in other
countries which are at similar levels of income. Yet, over the years, there has been a tendency
to favour an insurance-based model, moving away from significantly expanding the public
provision of healthcare facilities. This crisis is exposing the inadequacies and limits of that
model. In the Union Budget of 2020-21, central government spending on health was pegged at
Rs 67,484 crore, or 2.1 per cent of its total budgetary outlay. Government spending on health, at
all levels, needs to be significantly increased. Yet, merely ramping up spending is unlikely to
lead to the desired outcomes as preferences for private alternatives may dominate. Thus,
spending plans will have to be reconfigured to ensure a commensurate rise in the quality of
public healthcare facilities, in addition to ensuring accountability for the services being offered.
The focus has to shift to primary healthcare, neglect of which leads to a rise in overall healthcare
costs down the line, as well as lowering health outcomes. The centralised model of healthcare
spending also needs to be reexamined. As this crisis has shown, states have varying levels of
institutional capacity, and going ahead, this needs to be factored in.

The pandemic has also exposed the precarious living condition of casual wage labourers,
including the large migrant population, and their difficulties in accessing basic services.
Dependent largely on daily wages, this section of the labour force does not have safety nets,
and a drop in their incomes can push them into poverty. To address this, a social security
architecture that is geared towards ensuring access to healthcare services, providing short-term
relief for loss of income, and compensation for occupational hazard, needs to be urgently
considered. There is need to ensure portability of benefits, such as the provision of food through
the public distribution system. The long-term strategy should be to bring greater numbers into
the formal workforce, which will provide them with some form of social security. The government
could incentivise this shift by funding part of the social security contributions, as it has done
through the Pradhan Mantri Rojgar Protsahan Yojana (PMRPY) where it pays the full employers’
contribution towards their provident fund.
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STRENGTHENING THE LOCAL
Relevant for: Indian Economy | Topic: Effects of Liberalization on the economy, changes in industrial policy and

their effects on industrial growth incl. Economic Reforms

The World is Flat, Thomas Friedman’s paean to globalisation, begins with a golf game in
Bengaluru with the CEO of a global Indian IT firm. When he saw billboards of European and
Japanese MNCs around the golf-course, Friedman had a “eureka” moment. He called his wife in
the US on his cellphone, and said, “The world is flat”. When Friedman launched his book in New
Delhi in 2005, India’s Minister for Panchayati Raj, Mani Shankar Aiyar, disagreed with his view.
Jetsetters may be connected with the rest of the world, he said. However, they don’t know what
is happening in villages just 50km from where they live.

The sub-title of Friedman’s book was, A Brief History of the 21st Century. The history of the
globalisation he was celebrating has turned out to be very brief. In 2020, the global COVID-19
pandemic has forced millions of Indians to return to their villages. Jetsetters have been locked in
their gated communities. Global supply chains have been broken apart. People are scrambling
for essentials from local suppliers. The ideology of globalisation has hit realities on the ground.

Recovery from COVID-19 is an opportunity to create economies that are more resilient and fair.
Three architectural principles must apply.

The first principle is, economies of “scale” should be replaced by economies of “scope”. A
complex global economy in which local producers obtain scale (and lower costs) by supplying
products for global markets is vulnerable to shutdowns anywhere. Local economies that have a
variety of capabilities within them, albeit on smaller scales, are more resilient. Therefore, local
economic webs must be strengthened, in preference to global supply-chains.

COVID-19 has settled, for now, the debate between free-trade evangelists and advocates of
industrial policy. “Make in India,” which was dismissed by free traders as a reversion to pre-1991
economic policies, has become a necessity — to maintain supplies of essentials and to create
employment for the hundreds of millions of Indians with fragile incomes who have been badly
shaken by the lock-down of the Indian economy.

The second principle is, local systems solutions are essential for global systemic problems.
Garrett Hardin had coined the expression, “The Tragedy of the Commons”, in 1968, for the
proposition that a resource that belongs to everybody will not be cared for by anybody. This
supported policies to privatise public property, ostensibly for the benefit of everybody and
became the dominant school of economics from the 1970s onwards. “Capitalists” often cite
Hardin in their quarrel with “socialists”.

Elinor Ostrom, who was awarded the Nobel Prize for economics in 2008 (the first woman
economics laureate, after 62 men), offered a different explanation for the tragedy of the
commons. She argued that common resources are well-managed when those who benefit from
such resources the most are in close proximity to them. For her, the tragedy occurred when
external groups exerted their power (politically, economically or socially) to gain a personal
advantage. She was greatly supportive of the “bottom-up” approach to issues: Government
intervention could not be effective unless supported by individuals and communities, she
asserted.

The world is facing challenges of ecological sustainability and persistent inequalities, which
seem to get worse with the prevailing paradigm of economic growth. These challenges are
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described in the 17 Sustainable Development Goals (SDGs). They cut across national
boundaries. They also span several domains of expertise and institutional mandates. The final,
17th goal states the principle by which all the goals will be achieved — “partnerships”.

Effective action to address multiple challenges together requires “systems thinking” — that is, a
systemic vision spanning across the problems. In contrast, the prevalent action theory, used by
governments, businesses and philanthropic organisations to solve complex problems, focuses
on breaking complex problems into components and then tackling the components in separate
silos. Indeed, this widely prevalent theory of action has contributed greatly to causing the
systemic, interconnected problems the SDGs now aim to address.

Systems thinking is essential, amongst experts at the top and amongst partners on the ground.
Several organisations are promoting collaborative action with systems thinking on the ground in
India. Kudumbashree in Kerala has proven the power of community action. The Foundation for
Ecological Security, guided by Elinor Ostrom’s ideas, is working in many Indian states. Dainik
Bhaskar is promoting “SDG chaupals” in Indian villages.

The third principle for the new economy is, empower the people, the fundamental requirement
for genuine democracy. Countering Friedman’s celebration of globalisation, Aiyar mentioned
India’s constitutional requirements for self-governance in India’s towns and villages. These are
not being implemented by governments and policy experts who do not want to give up power to
the people.

India lives in its villages, Mahatma Gandhi had said. Most of India still does. And many, who had
migrated to cities looking for jobs, are returning, shaken by the pandemic. Gandhi was a
systems thinker. He also had a vision for a just world. For Gandhi, the global village was an
abstract concept. This cannot be realised until local villages and towns become harmonious
communities, where people live in harmony with each other and with nature around them.

COVID-19 marks the end of the economics’ paradigm of the Washington Consensus. New
models of economies, and new rules of global governance, must be bottom-up, not top-down.
That’s how the whole world can move from relief, to recovery, and into resilience.

Maira is a former member of the Planning Commission and author of Transforming
Systems: Why the World Needs a New Ethical Toolkit
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VIVIDLY IMAGINING THE LIFE OF MIGRANT WORKERS
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

The current pandemic has forced us to think about the plight of workers in our country. While the
virus has demonstrated the enormous value of health workers, it has also enhanced public
awareness of the pivotal role of migrant workers in our economy. We have been compelled to
realise that between 100 million to 125 million people leave their villages, families and homes to
find work far away wherever they can find it; their invisible hands harvest the crops and feed us,
clean streets, run factories, build roads, and construct our houses.

Living away from home is never easy. A home is not made of brick and mortar, certainly not tin
or planks of wood. It is where one finds comfort, nurtures relationships, and raises a family. It
gives sanctuary from daily struggles. An extension of one’s identity, it provides us a sense of
belonging. A place of tranquillity and serenity, it is where one longs to be when not there. This
can only be where one’s family, friends and community reside, not an inhospitable, overcrowded
room with strangers. Not surprisingly, hungry migrant workers were determined to trudge
hundreds of kilometres to reach “home” in their village. I believe many would have preferred to
do so even if they were fed by their employers or the State, which clearly they were not. Surely,
they were entirely justified in asking why Indians stranded abroad were flown back in special
planes or middle-class students brought back to their hometowns from coaching centres in Kota,
Rajasthan, but no such arrangements were made for them? Why this differential treatment? Are
they not citizens of the same country? Are they any less Indian?

Full coverage | Lockdown displaces lakhs of migrants

The current plight of migrant workers during the lockdown should become an occasion to reflect
on their abysmal condition in “normal” times. Many “contractual labourers” rarely see a written
contract. A minimum, regular wage per month is legally required but seldom paid. Many do not
receive wages for months, and at the end of the season when they are finally paid it is often less
than what was agreed. There is a lack of transparency in accounting — excessive, arbitrary and
unexpected deductions from final payments are common.

Lack of regular wages means that workers either borrow from employers or from local
moneylenders. This renders them even more financially vulnerable because of indebtedness.
Quite often they work long hours, between 10 and 13 hours a day, live in tents or makeshift
shanties without access to potable water, toilets, and electricity. I doubt if they are ever fully
protected from the elements. Many of them do not have a kitchen and are forced to eat from
local street vendors who live in similar conditions. Under such dire working and living
circumstances, is it a surprise that under an unexpected lockdown they all wish to return to their
original homes?

The Prime Minister recently spoke of the need for empathy and compassion during pandemics.
These are admirable moral virtues, always necessary, not just in emergencies. But ultimately,
individual virtues are insufficient to deal with social malaise. For it is not feelings of individuals
but enduring collective sentiment crystallised around a stable course of action by public
agencies that really matter. Effective public policies are indispensable. Gurudwaras and non-
governmental organisations may complement its efforts to feed the hungry, but it remains the
prime duty of the state to do so.

Coronavirus lockdown | Migrant workers and their long march to uncertainty
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In short, a regime of social policy, pivotal for a minimal welfare state must be installed to address
the basic needs of all Indian citizens, not only during pandemics but for all times, to meet any
contingency. Socioeconomic rights, including the right to work, have long been part of our
Directive Principles of State Policy. By enacting the Mahatma Gandhi National Rural
Employment Guarantee Act law in 2005, the Indian Parliament had set in motion a process that
makes a specific and significant welfare provision constitutive of the very idea of citizenship. To
be a citizen of a polity is to be entitled to an opportunity to work. Now, manual work in extremely
hot conditions on parched terrain is an energy-draining, back-breaking chore, not quite a source
of self-realisation central to the emancipatory vision of Gandhi, Hegel or Marx. And yet, even
such paid manual labour is a far cry from receiving charity. Under democratic norms of equality,
living on charity is demeaning and lowers self-esteem. There is a sense in which any voluntary
work, no matter how arduous, quietly uplifts and enhances dignity and basic self-respect — a
point gracefully underscored by a group of painters (migrant labour) in Palsana, Sikar in
Rajasthan, when they chose to give a fresh coat of paint to an entire school building in return for
the shelter provided to them during lockdown.

Coronavirus | Opeds and editorials

Work is one among many sources of satisfaction and self-respect. Our Directive Principles focus
on others — proper housing, for instance. It is time the state took these seriously. While no state
can build a home — which needs personal care and must be our own handiwork — the right to
housing can certainly be guaranteed for it is implicit in the article enjoining the state to provide a
decent standard of living.

Coronavirus lockdown | Migrant workers not welcome back home in Bihar

However, such social policies will not be forthcoming unless we, who make these policies,
stopped viewing the poor as sub-human. This is a controversial statement and requires some
explanation. I believe the best of us carry the image of the poor as labouring creatures with
basic material needs who beget children. They suffer when deprived of these material needs.
Our humanity lies in empathetically acknowledging this suffering. This, however, is not an image
that we have of ourselves. We have more complex social, cultural, political and even spiritual
needs. We need quality time with our children, and leisure for ourselves; companionship and
friendship, a flourishing social life; music, literature, art, poetry; time to fulfil our obligations in the
public domain. And of course, we need our privacy, hours of solitude, space for self-reflection.
Our suffering too is different: we have anxieties and phobias, inner turmoil, loss of a sense of
self.

Assuming these profound differences between them and us, it does not cross our minds that the
poor have multiple deprivations — not only material but social, cultural, familial, spiritual. When
did a policymaker ever worry about the quality of family or spiritual life among the poor? Or
whether they have time for their children or for leisure? Or how impoverished they might be
because of their inability to adequately self-reflect.

Coronavirus lockdown | Migrants’ return home will lead to fourth lockdown: Bihar BJP chief

I do not wish to make the absurd demand that our state policies be designed to care for all these
non-material needs. My point is that unless policymakers have the same conception of the poor
as they have of themselves — persons with rich, varied and complex needs — they will not
realise the grave consequences of the material deprivations endured by the poor or show the
urgency to remove them. In short, policymakers need to realise that they deal with complete
human beings. Unless they are able to vividly imagine the poor as fully human they will never
design proper policies to address even their material needs. Alas, this will not happen unless
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policymakers feel their pain — literature and cinema can help here — and there is real,
continuing contact between the two.

Rajeev Bhargava is Professor, Centre for the Study of Developing Societies, Delhi
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SIGNALLING SUPPORT: THE HINDU EDITORIAL ON RBI
RELIEF FOR MUTUAL FUNDS

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

The Reserve Bank of India’s decision to open a special facility to ensure the availability of
adequate liquidity for the mutual fund industry is a timely move in signalling to investors that the
central bank is alert to the need to preserve financial stability in these challenging times. In
assigning 50,000 crore exclusively for commercial banks to lend to mutual funds, the RBI made
clear on Monday that it wants to tamp down on any build-up of liquidity strains at mutual fund
houses in the wake of heightened volatility in the capital markets and increased redemption
pressures as a fallout of the COVID-19 pandemic. The proximate trigger for the central bank’s
move was last week’s announcement by Franklin Templeton Mutual Fund that it was winding up
six debt funds — funds that collectively had assets under management (AUM) amounting to
about 26,000 crore. The RBI has rightly recognised the urgent need to ward off any incipient
contagion impact from the closure of these six funds. With the overall industry-wide AUM for
debt funds at about 15-lakh crore, it was crucial for the banking regulator to reassure investors
that liquidity need not be a concern while deciding on whether to retain or redeem their
investments in these mutual funds. The Association of Mutual Funds in India (AMFI) had,
separately, last week, sought to assure investors that a majority of debt fund schemes had
“invested in superior credit quality securities” and had appropriate liquidity to back their normal
operations.

While the facility is a straightforward 90-day repo-based lending window from which banks can
avail credit to provide loans to mutual funds, there are concerns about the banking industry’s
willingness to expose itself to the credit risk involved in making these fresh loans. That the RBI
was cognisant of this is evident in the way that the norms have been tailor-made to incentivise
the banks to lend. From allowing banks to breach their 25% ceiling on held-to-maturity
investments as a consequence of lending to mutual funds, to exempting the support extended
from banks’ overall capital market exposure limits, the central bank has sought to ease the flow
of credit to the fund houses. Still, if the recent experience of getting lenders to support the non-
banking financial companies through a targeted long-term repo operation backed by 50,000
crore is any pointer, clearly the banking industry — beset by bad loans — appears to have little
appetite for adding any credit that it deems risky. Moreover, with the economy still in lockdown
and the credit ratings of even relatively well-established companies facing a real and not-too-
distant threat of downgrades, how willing banks would be to use this facility to lend to debt
mutual funds remains to be seen. The Centre may need to be ready to step in with direct
intervention if the RBI’s gambit fails to ease the pressure on mutual funds.

You have reached your limit for free articles this month.

Register to The Hindu for free and get unlimited access for 30 days.

Already have an account ? Sign in

Sign up for a 30-day free trial. Sign Up

Find mobile-friendly version of articles from the day's newspaper in one easy-to-read list.

Enjoy reading as many articles as you wish without any limitations.

https://www.thehindu.com/news/national/rbi-opens-50000-liquidity-tap-for-mutual-funds/article31447414.ece
https://www.thehindu.com/news/national/rbi-opens-50000-liquidity-tap-for-mutual-funds/article31447414.ece
https://subscription.thehindu.com/signup?utm_source=meterpaywall&utm_medium=31457485&utm_campaign=editorial&#signin
https://subscription.thehindu.com/signup?utm_source=meterpaywall&utm_medium=31457485&utm_campaign=editorial


Page 131

cr
ac

kIA
S.co

m

A select list of articles that match your interests and tastes.

Move smoothly between articles as our pages load instantly.

A one-stop-shop for seeing the latest updates, and managing your preferences.

We brief you on the latest and most important developments, three times a day.

*Our Digital Subscription plans do not currently include the e-paper ,crossword, iPhone, iPad
mobile applications and print. Our plans enhance your reading experience.

Why you should pay for quality journalism - Click to know more

Please enter a valid email address.

From the abrogation of the special status of Jammu and Kashmir, to the landmark Ayodhya
verdict, 2019 proved to be an eventful year.

Subscribe to The Hindu now and get unlimited access.

Already have an account? Sign In

Sign up for a 30-day free trial. Sign Up

To continue enjoying The Hindu, You can turn off your ad blocker or Subscribe to The Hindu.

Sign up for a 30 day free trial.

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com

https://subscription.thehindu.com/whypayfornews?utm_source=hindu&utm_medium=articlebottom&utm_campaign=whypay
https://subscription.thehindu.com/signup?utm_source=curtainraiser&utm_medium=31457485&utm_campaign=editorial#signin
https://subscription.thehindu.com/signup?utm_source=curtainraiser&utm_medium=31457485&utm_campaign=editorial
https://subscription.thehindu.com/signup?utm_source=adblocker&utm_medium=signin&utm_campaign=adblocker

