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PLI SCHEME TO HERALD A NEW ERA IN MOBILE
PHONE AND ELECTRONIC COMPONENTS
MANUFACTURING

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

In his address to media at a Press Conference marking the conclusion of application window
under the Production Linked Incentive Scheme (PLI), Shri Ravi Shankar Prasad, Union Minister
for Electronics & IT, Communications, Law and Justice said that PLI scheme has been huge
success in terms of the applications received from Global as well as Domestic Mobile Phone
manufacturing companies and electronic components manufacturers. Industry has reposed its
faith in India’s stellar progress as a world class manufacturing destination and this resonates
strongly with Prime Minister’s clarion call of AtmaNirbhar Bharat - a selfreliant India. Minister
further said that “we are optimistic and looking forward to building a strong ecosystem across
the value chain and integrating with the global value chains, thereby strengthening electronics
manufacturing ecosystem in the country”.

Production Linked Incentive Scheme (PLI)for Large Scale Electronics Manufacturing was
notified on 1st April, 2020. PLI Scheme extends an incentive of 4% to 6% on incremental sales
(over base year) of goods under target segments that are manufactured in India to eligible
companies, for a period of five years subsequent to the base year (FY2019-20). The scheme
was open for filing applications till 31.07.2020. Incentives are applicable under the scheme from
01.08.2020.

          A total of 22 companies have filed their application under the PLI Scheme. The
international mobile phone manufacturing companies that have applied under Mobile Phone
(Invoice Value INR 15,000 and above) Segment are Samsung, Foxcon Hon Hai, Rising Star,
Wistron and Pegatron. Out of these, 3 companies namely Foxcon Hon Hai, Wistron and
Pegatron are contract manufacturers for Apple iPhones. Apple (37%) and Samsung (22%)
together account for nearly 60% of global sales revenue of mobile phones and this scheme is
expected to increase their manufacturing base manifold in the country.

         Under Mobile Phone (Domestic Companies) Segment, Indian companies including
Lava, Dixon Technologies, Bhagwati (Micromax), Padget Electronics, Sojo Manufacturing
Services and Optiemus Electronics have applied under the scheme. These companies are
expected to expand their manufacturing operations in a significant manner and grow into
national champion companies in mobile phone production. 10 companies have filed applications
under the Specified Electronic Components Segment which include AT&S, Ascent Circuits,
Visicon, Walsin, Sahasra, Vitesco and Neolync.

         Over the next 5 years, the Scheme is expected to lead to total production of about INR
11,50,000 crore (INR 11.5 lakh crore). Out of the total production, companies under Mobile
Phone (Invoice Value INR 15,000 and above) segment have proposed a production of over
INR 9,00,000 crore, The companies under Mobile Phone (Domestic Companies) segment
have proposed a production of about INR 2,00,000 crore and those under Specified Electronic
Components segment have proposed a production of over INR 45,000 crore.

The scheme is expected to promote exports significantly. Out of the total production of INR
11,50,000 crore in the next 5 years, more than 60% will be contributed by exports of the
order of INR 7,00,000 crore.The scheme will bring additional investment in electronics
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manufacturing to the tune of INR 11,000 crore.

           The scheme will generate approximately 3 lakh direct employment opportunities in
next 5 years along with creation of additional indirect employment of nearly 3 times the direct
employment. Domestic Value Addition is expected to grow from the current 15-20% to 35-40%
in case of Mobile Phones and 45-50% for electronic components.

With the demand for electronics in India expected to grow manifold by 2025, Hon’ble Minister
expressed confidence that PLI scheme and other initiatives to promote electronics
manufacturing will help in making India a competitive destination for electronics manufacturing
and give boost to AtmaNirbhar Bharat. Creation of domestic champion companies in
electronics manufacturing under the Scheme will give fillip to vocal for local while aiming for
global scale.

 

          Under the leadership Prime Minister Shri Narendra Modi  and his visionary initiatives like
the “Digital India” and “Make in India” programmes, India has witnessed an unprecedented
growth in electronics manufacturing in the last five years. The National Policy on Electronics
2019envisions positioning India as a global hub for Electronics System Design and
Manufacturing (ESDM) by focusing on size and scale, promoting exports and enhancing
domestic value addition by creating an enabling environment for the industry to compete
globally.

 

RCJ/M

In his address to media at a Press Conference marking the conclusion of application window
under the Production Linked Incentive Scheme (PLI), Shri Ravi Shankar Prasad, Union Minister
for Electronics & IT, Communications, Law and Justice said that PLI scheme has been huge
success in terms of the applications received from Global as well as Domestic Mobile Phone
manufacturing companies and electronic components manufacturers. Industry has reposed its
faith in India’s stellar progress as a world class manufacturing destination and this resonates
strongly with Prime Minister’s clarion call of AtmaNirbhar Bharat - a selfreliant India. Minister
further said that “we are optimistic and looking forward to building a strong ecosystem across
the value chain and integrating with the global value chains, thereby strengthening electronics
manufacturing ecosystem in the country”.

Production Linked Incentive Scheme (PLI)for Large Scale Electronics Manufacturing was
notified on 1st April, 2020. PLI Scheme extends an incentive of 4% to 6% on incremental sales
(over base year) of goods under target segments that are manufactured in India to eligible
companies, for a period of five years subsequent to the base year (FY2019-20). The scheme
was open for filing applications till 31.07.2020. Incentives are applicable under the scheme from
01.08.2020.

          A total of 22 companies have filed their application under the PLI Scheme. The
international mobile phone manufacturing companies that have applied under Mobile Phone
(Invoice Value INR 15,000 and above) Segment are Samsung, Foxcon Hon Hai, Rising Star,
Wistron and Pegatron. Out of these, 3 companies namely Foxcon Hon Hai, Wistron and
Pegatron are contract manufacturers for Apple iPhones. Apple (37%) and Samsung (22%)
together account for nearly 60% of global sales revenue of mobile phones and this scheme is
expected to increase their manufacturing base manifold in the country.
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         Under Mobile Phone (Domestic Companies) Segment, Indian companies including
Lava, Dixon Technologies, Bhagwati (Micromax), Padget Electronics, Sojo Manufacturing
Services and Optiemus Electronics have applied under the scheme. These companies are
expected to expand their manufacturing operations in a significant manner and grow into
national champion companies in mobile phone production. 10 companies have filed applications
under the Specified Electronic Components Segment which include AT&S, Ascent Circuits,
Visicon, Walsin, Sahasra, Vitesco and Neolync.

         Over the next 5 years, the Scheme is expected to lead to total production of about INR
11,50,000 crore (INR 11.5 lakh crore). Out of the total production, companies under Mobile
Phone (Invoice Value INR 15,000 and above) segment have proposed a production of over
INR 9,00,000 crore, The companies under Mobile Phone (Domestic Companies) segment
have proposed a production of about INR 2,00,000 crore and those under Specified Electronic
Components segment have proposed a production of over INR 45,000 crore.

The scheme is expected to promote exports significantly. Out of the total production of INR
11,50,000 crore in the next 5 years, more than 60% will be contributed by exports of the
order of INR 7,00,000 crore.The scheme will bring additional investment in electronics
manufacturing to the tune of INR 11,000 crore.

           The scheme will generate approximately 3 lakh direct employment opportunities in
next 5 years along with creation of additional indirect employment of nearly 3 times the direct
employment. Domestic Value Addition is expected to grow from the current 15-20% to 35-40%
in case of Mobile Phones and 45-50% for electronic components.

With the demand for electronics in India expected to grow manifold by 2025, Hon’ble Minister
expressed confidence that PLI scheme and other initiatives to promote electronics
manufacturing will help in making India a competitive destination for electronics manufacturing
and give boost to AtmaNirbhar Bharat. Creation of domestic champion companies in
electronics manufacturing under the Scheme will give fillip to vocal for local while aiming for
global scale.

 

          Under the leadership Prime Minister Shri Narendra Modi  and his visionary initiatives like
the “Digital India” and “Make in India” programmes, India has witnessed an unprecedented
growth in electronics manufacturing in the last five years. The National Policy on Electronics
2019envisions positioning India as a global hub for Electronics System Design and
Manufacturing (ESDM) by focusing on size and scale, promoting exports and enhancing
domestic value addition by creating an enabling environment for the industry to compete
globally.
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THE GOVT AND RBI FACE A TRILEMMA REGARDING
PSBS

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

Former RBI governor Urjit Patel in his new book Overdraft—Saving the Indian Saver, talks about
a trilemma facing the Indian central bank and the government, when it comes to the public
sector banking system in India. Mint explains this trilemma

Former Reserve Bank of India (RBI) governor Urjit Patel in his new book Overdraft—Saving the
Indian Saver, talks about a trilemma facing the Indian central bank and the government, when it
comes to the public sector banking system in India. Mint explains this trilemma.

What is the trilemma that Patel talks about?

Urjit Patel writes: “The sovereign (government) and the regulator (RBI) face a trilemma: It is
clear that it is not possible to: (i) have dominance of government banks (public sector banks) in
the banking sector; (ii) retain independent regulation; and (iii) adhere to public debt-gross
domestic product (GDP) targets." The government along with RBI cannot hope to achieve all
three points at the same time. Only two out of the three can be achieved. Let’s say the
government wants the public sector banks (PSBs) to dominate the banking system and at the
same time ensure that the public debt doesn’t go up.

What will happen in such a circumstance?

In this scenario, the Reserve Bank will have to compromise on independent regulation. To
dominate the banking system, PSBs will have to increase lending at a fast pace. This will lead to
accumulation of bad loans or loans that haven’t been repaid for 90 days or more. Given that the
recoveries of bad loans are minimal, the government, as the owner, will have to invest more
money into the PSBs to keep them going. If the government puts more money into the PSBs, its
expenditure will go up. It will have to borrow more money and the public debt to GDP ratio will
substantially rise.

How can public debt to GDP ratio be saved from rising?

The central bank will have to dilute some regulations to help the PSBs in not recognizing bad
loans. In such a case, the government need not invest in the PSBs immediately. PSBs will have
a greater market share and the public debt to GDP ratio will not rise right away. However, the
central bank will have to dilute banking regulations.

What is the issue with RBI diluting norms?

When RBI dilutes regulations, banks end up kicking the bad loans can down the road. This
postponement leads to a bigger problem, which hits the banks, not immediately, but a few years
later. This is precisely how PSBs accumulated peak bad loans of 8.96 trillion, as of March 2018.
The government then has to recapitalize the banks in the years to come. In the process, it
pushes the public debt to GDP ratio up. This is one situation that the government has been
trying hard to avoid.

What is the eventual way out for RBI, govt?
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As Patel writes: “The decline in the share of government banks in the banking sector should not
be resisted… Current trends broadly suggest that the banking sector is increasingly privatized,
by stealth, much like the telecom sector." In the last decade, the share of PSBs in overall
lending has dropped sharply from 75.1% to 57.5% at present. As PSBs keep losing share, they
will cause fewer headaches for the government and the central bank in the decades to come.

Vivek Kaul is the author of Bad Money.
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WHAT IS EXCHANGE TRADED FUND OR ETF? HOW IS
IT TAXED?

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

Exchange traded funds or ETFs are a popular form of passive investing. An ETF invests in a
basket of securities that mostly tracks a certain index. ETFs are similar to mutual funds, but the
big difference is that the ETFs can be bought and sold only through the stock exchanges. ETFs
have a much lower expense ratio compared to mutual funds. They charge between 0.05% to 1%
of the net asset value.

Types of ETFs

ETFs can be of four types -- index ETF, gold ETF, sectoral or thematic ETF and international
ETF. Index ETFs track indexes like Nifty or Sensex, Gold ETFs are indexed to market price of
gold. Thematic ETFs track a specific sector or a theme and international ETFs invest in funds
abroad.

How are ETFs taxed?

Index ETFs and sectoral ETFs are treated as equity-oriented schemes for the purpose of
taxation. Accordingly, short term capital gains made on ETF units held for less than one year will
be taxed at 15%. Long term capital gains on units held for more than one year will be taxed at
10%, without indexation benefit. Long term capital gains upto 1 lakh are not taxed.

For taxation purposes, gold ETF and international ETFs are taxed as non-equity funds. Short
terms gains made on ETF units held for a period of less than 36 months are taxed as per the
applicable income tax slab rate. Long term capital gains on units held for over one year are
taxed at 20% after indexation benefit.
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NOW, 24 STATES INTEGRATED TO 'ONE NATION, ONE
RATION CARD' SCHEME

Relevant for: Indian Economy | Topic: Public Distribution System: Objectives, Functioning, Limitations &
Revamping

Three more states, including Manipur, Nagaland and Uttarakhand, along with the Union Territory
(UT) of Jammu and Kashmir have have been integrated with the 'one nation, one ration card'
scheme, Food Minister Ram Vilas Paswan tweeted. With this, now a total of 24 States/UTs are
connected under 'one nation, one ration card' with effect from 1st August 2020.

With this addition of 4 states, total 24 states are covered under #One_Nation_One_Rationcard
covering more than 65 crore beneficiaries of #National_Food_Security_Act . These beneficiaries
can now lift their entitlement of ration from any #Fair_Price_Shop across these states. 2/3
pic.twitter.com/Vy1KyobMw2

These 24 States/UTs are namely Andhra Pradesh, Bihar, Dadra & Nagar Haveli and Daman &
Diu, Goa, Gujarat, Haryana, Himachal Pradesh, Jammu & Kashmir, Jharkhand, Karnataka,
Kerala, Madhya Pradesh, Maharashtra, Manipur, Mizoram, Nagaland, Odisha, Punjab,
Rajasthan, Sikkim, Telangana, Tripura, Uttar Pradesh and Uttarakhand.

By 31st March 2021, all the states shall be covered under #One_Nation_One_Rationcard
scheme so that all 81 crore #National_Food_Security_Act beneficiaries can avail benefit under
this scheme.3/3 @narendramodi @fooddeptgoi pic.twitter.com/gUIjR2j2wf

Taking to Twitter, BJP chief JP Nadda congratulated Prime Minister Narendra Modi and Union
Minister of Food & Public Distribution Ram Vilas Paswan for the move.

"Congratulations to Prime Minister Narendra Modi Ji and Ram Vilas Paswan Ji as three more
states, Manipur, Nagaland and Uttrakhand and Union Territory Jammu and Kashmir also joined
the 'One Nation One Ration Card'. This ensures food security to 65 Crore people in 24 States
with the aim to cover the whole nation by 31st March 2021," he tweeted.

    @JPNadda   @narendramodi                       https://t.co/myRoXucWyt

'One nation, one ration card' scheme to strt across India by 31 March. Here is all you
need to know about the scheme:

1) With this, about 65 crore beneficiaries, comprising 80 per cent of the total beneficiaries,
covered under the National Food Security Act (NFSA) can now get their subsidised ration from
anywhere in these 24 states and union territories.

2) The remaining states/UTs are targeted to be integrated in national portability by March 2021.

3) When all the states are integrated under 'one nation, one ration card' scheme, 81 crore NFSA
beneficiaries can avail benefit, Ram Pilas Paswan said.

4) Under the 'One Nation-One Ration Card' initiative, eligible beneficiaries would be able to avail
their entitled foodgrains under NFSA from any fair price shop in the country using the same
ration card.
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5) Andhra Pradesh, Bihar, Dadra & Nagar Haveli and Daman & Diu, Goa, Gujarat, Haryana,
Himachal Pradesh, Jammu & Kashmir, Jharkhand, Karnataka, Kerala, Madhya Pradesh,
Maharashtra, Manipur, Mizoram, Nagaland, Odisha, Punjab, Rajasthan, Sikkim, Telangana,
Tripura, Uttar Pradesh and Uttarakhand are 24 states where ration card portability has been
implemented.
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Source : www.indianexpress.com Date : 2020-08-04

NO GOING BACK
Relevant for: Indian Economy | Topic: Issues relating to Planning & Economic Reforms

Last week, the Union government imposed restrictions on television imports, much of which are
sourced from Vietnam and China, by placing them in the restricted category. Importers will now
require a licence from the government to import fully built television sets into the country. This is
unlikely to be a one-off move. The government is reportedly contemplating imposing similar
licensing requirements on imports of products such as furniture, toys and sports goods. The
option of raising duties on imports of certain products is, reportedly, also under consideration.
Ostensibly, these measures — in line with the government’s stated policy of “atma nirbharta” or
self reliance — are meant to reduce the country’s import dependence, especially vis a vis China,
and facilitate domestic production, and generate employment. While sections of the domestic
industry may well welcome such measures, these indications of a return to the infamous licence
permit raj, and a resurrection of the failed policy of import substitution, could mark a reversal of
the gains of trade liberalisation over the past few decades. This would be taking not one but
several steps backward.

In the current climate, the political allure of such policies is understandable. However, India’s
past experience with such policies should be enough to drive home the point that this is not the
way forward. Protectionism, as has been repeatedly pointed out, by erecting barriers to entry,
leads to the creation of a high-cost and uncompetitive domestic manufacturing sector. India
imports these products from various countries, most notably China, simply because it is not
competitive enough to produce them. Addressing issues that afflict domestic competitiveness
requires a different set of policy prescriptions, not the imposition of tariff and non-tariff barriers.
The lessons learnt from the failed policies that were much in vogue in the second half of the last
century, and the gains that have accrued from trade, and greater integration with the global
economy post 1991, cannot be ignored or forgotten. Moves such as these could also create the
space for further lobbying by domestic players to raise barriers to entry in other segments as
well. Once these are erected, they will be hard to dismantle.

At a broader level, a certain policy incoherence marks this government’s approach to trade. On
the one hand, it talks of greater integration with global supply chains, and on the other hand, it
walks out of the Regional Comprehensive Economic Partnership (RCEP) agreement and also
seeks to erect both tariff and non-tariff barriers to protect domestic industry. This is unfortunate.
Raising the country’s share in world trade, taking advantage of the current global environment
and the relocation of manufacturing facilities out of China, requires greater trade liberalisation,
not less. Instead of looking inward, India should be working towards integrating with global
supply chains more closely.

 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.gov.in Date : 2020-08-04

FOREIGN DIRECT INVESTMENT IN COMMERCIAL
COAL MINING IN INDIA
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign Capital, Foreign Trade

& BOP

This is with reference to the ongoing auction process of coal mines for commercial coal mining in India, which
was launched by the Nominated Authority, Ministry of Coal, Government of India in June, 2020. Foreign Direct
Investment (FDI) Policy, 2017 was amended vide the Press Note 4 of 2019, issued by the Central
Government, to permit 100% FDI under automatic route in coal mining activities including associated
processing infrastructure, for sale of coal, subject to the provisions of Coal Mines (Special Provisions) Act,
2015 and the Mines and Minerals (Development and Regulation) Act, 1957 as amended from time to time and
other relevant Acts on the subject.

Accordingly, it was stated in the tender document that “The Press Note 4 of 2019, issued by the Central
Government, amended FDI Policy 2017, to permit 100% FDI under automatic route in coal mining activities,
including associated processing infrastructure subject to the Act and other Applicable Laws, for sale of coal.” It
is further clarified that any FDI in the commercial coal mining is subject to Applicable Laws including the Press
Note 3 of 2020 issued by the Central Government according to which “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.”. A corrigendum to the tender
document has also been issued in this regard.

****

RJ/NG

This is with reference to the ongoing auction process of coal mines for commercial coal mining in India, which
was launched by the Nominated Authority, Ministry of Coal, Government of India in June, 2020. Foreign Direct
Investment (FDI) Policy, 2017 was amended vide the Press Note 4 of 2019, issued by the Central
Government, to permit 100% FDI under automatic route in coal mining activities including associated
processing infrastructure, for sale of coal, subject to the provisions of Coal Mines (Special Provisions) Act,
2015 and the Mines and Minerals (Development and Regulation) Act, 1957 as amended from time to time and
other relevant Acts on the subject.

Accordingly, it was stated in the tender document that “The Press Note 4 of 2019, issued by the Central
Government, amended FDI Policy 2017, to permit 100% FDI under automatic route in coal mining activities,
including associated processing infrastructure subject to the Act and other Applicable Laws, for sale of coal.” It
is further clarified that any FDI in the commercial coal mining is subject to Applicable Laws including the Press
Note 3 of 2020 issued by the Central Government according to which “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.”. A corrigendum to the tender
document has also been issued in this regard.

****

RJ/NG
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24 MILLION MAY DROP OUT OF SCHOOL DUE TO
PANDEMIC: UN

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

Loss of learning:The economic impact of COVID-19 could push more children into
employment.N. RajeshN. Rajesh  

Almost 24 million children are at risk of not returning to school next year due to the economic
fallout of COVID-19, according to the United Nation’s policy brief on the pandemic’s impact on
education, released on Tuesday. The educational financing gap is also likely to increase by one
third, it said.

More than 1.6 billion learners across the world have been affected by the disruption of the
education system, but the pandemic has also served to exacerbate existing disparities, with
vulnerable populations in low-income countries taking a harder and longer hit. For example,
during the second quarter of 2020, 86% of children at the primary level have been effectively out
of school in poor countries, compared to just 20% in highly developed countries.

“UNESCO estimates that 23.8 million additional children and youth [from pre-primary to tertiary]
may drop out or not have access to school next year due to the pandemic’s economic impact
alone. The number of children not returning to their education after the school closures is likely
to be even greater,” says the policy brief, adding that girls and young women are likely to be
disproportionately affected as school closures make them more vulnerable to child marriage,
early pregnancy and gender-based violence.

Even for those who do not drop out of school, learning losses could be severe, especially in the
foundational years. “Simulations on developing countries participating in the Programme for
International Student Assessment (PISA) suggest that without remediation, a loss of learning by
one-third [equivalent to a three-month school closure] during Grade 3 might result in 72% of
students falling so far behind that by Grade 10 they will have dropped out or will not be able to
learn anything in school,” says the brief.
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NEW ICRISAT GROUNDNUT VARIETIES FROM
YASANGI

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

Scientists of ICRISAT Janila Pasupuleti and Pooran Gaur presenting packs of two new
groundnut varieties developed by the institute to Minister for Agriculture Niranjan Reddy in
Hyderabad on Tuesday.By arrangementArrangement  

Two new groundnut varieties with high oleic acid content developed by the International Crops
Research Institute for the Semi-Arid Tropics (ICRISAT) in association with the Indian Council of
Agricultural Research (ICAR) would be made available to the farming community in Telangana
from the next yasangi season.

This was stated by Minister for Agriculture Singireddy Niranjan Reddy here on Tuesday after a
meeting with a team of scientists from ICRISAT. The Minister stated that the new varieties
known as Girnar 4 (ICGV-15083) and Girnar 5 (ICGV-15090) would be most suitable for
cultivation in the erstwhile Mahabubnagar, Rangareddy and Nalgonda districts.

Mr. Niranjan Reddy said the new varieties with international standards could withstand moisture
stress during the harvesting period and prevent development of aflatoxin within the kernel and
seed for production of quality groundnut that could compete with the aflatoxin-free varieties
produced in the USA, China, Australia, Argentina and a few other countries.

Stating that the two varieties had proven to be having high content of oleic acid, about 80%
against the 40% to 50% in regular varieties, the Minister noted that they would also give 30%
higher yield compared to the existing varieties and the crop period would be less than four
months — 115 days. The new varieties would also ensure better price to the farmer.

The quality of oil from the two varieties of groundnut would be like that of olive oil as they reduce
the bad cholesterol and would maintain good cholesterol reducing the risk of cardiovascular
diseases among those who consume the oil.

The ICRISAT scientists sought the cooperation of the State government for seed production on
a large scale and accordingly, breeder seed would be given to farmers for production of certified
seed with the help of Telangana State Seed Development Corporation (TSSDC).

The Minister stated that steps would be taken for entering into agreements for buy-back of the
quality groundnut produce by well known food products companies such as Mars and Mondelez.

Secretary (Agriculture) B. Janardhan Reddy, Managing Director of TSSDC K. Keshavulu, Asia
Research Program Director Pooran M. Gaur, Principal Scientist-Groundnut Breeder Janila
Pasupuleti (both from ICRISAT) and Director (Seeds) from Professor Jayashankar Telangana
State Agricultural University T. Pradeep participated in the meeting.
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UNION MINISTER OF AGRICULTURE & FARMERS’
WELFARE SHRI NARENDRA SINGH TOMAR
LAUNCHES THE SAHAKAR COOPTUBE NCDC
CHANNEL

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

Union Minister of Agriculture & Farmers’ Welfare Shri Narendra Singh Tomar today launched the
Sahakar Cooptube NCDC Channel, a new initiative by National Cooperative Development
Corporation (NCDC). Speaking on the occasion, Shri Narendra Singh Tomar said that the
Ministry of Agriculture and Farmers’ Welfare is in the forefront of operationalizing different
aspects of Atma Nirbhar Bharat call given by Prime Minister Shri Narendra Modi. Cooperatives
have a major role in the country in realizing the Prime Minister’s dreams. Shri Tomar also
launched guidance videos produced by NCDC on ‘Formation and Registration of A Cooperative’
for eighteen different states in Hindi and regional languages.

 

 

Shri Tomar said that the Union Government under Atma Nirbhar Bharat has recently announced
a series of transformative measures and sector specific financial packages to help agriculture.
The initiatives are steps towards One Nation One Market with the objective for India to become
food factory of the world. The gamut of exhaustive reforms and measures are intended to
strengthen all activities and services in agriculture, horticulture and allied sectors through
creation and development of agriculture infrastructure, micro food enterprises, value chains and
logistics for fishery and animal husbandry, medicinal and herbal plants, bee keeping and
Operation Green. Significant legislative amendments have been made to create conducive
environment for agriculture.
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Appreciating the efforts of NCDC, the Minister said that a key strategy in the ecosystem is to
facilitate involvement of youth in cooperatives. Formation of new cooperatives is a prerequisite
for bringing new life and dedication in the realm of cooperative movement. The guidance videos
in different languages covering 18 States would also strengthen and deepen the major initiatives
of our Government to promote and form 10,000 FPOs. NCDC has a major role in formation of
FPOs in cooperative mode. More states would be added to the collection of guidance videos on
NCDC Sahakar Cooptube Channel in due course of time.

 

NCDC as an apex level statutory institution under the Ministry of Agriculture & Farmers’ Welfare
has achieved tremendous success with cumulative financial assistance to cooperatives to the
tune of Rs.1,54,000 crore. Beginning with meager disbursement of Rs.2.36 crores in 1963,
NCDC disbursed around Rs.28,000 crore during 2019-20. NCDC has made aunprecedented
progress in the last six years. It has achieved 83% of the cumulative financial assistance
calculated since 1963, during these last six years alone. 

 

Cooperatives in India have come a long way and have proven their success in improving the
condition of farmers and economic development. Largely as association of small and marginal
farmers and rural poor, the cooperatives have acquired a huge network of over 8.50 lakh
organizations and 290 million members. They have substantially contributed in raising the
income of their members and achieving rural prosperity. Cooperatives lend strength to farmers
to minimize risks in agriculture and allied sector and act as a shield against exploitation. 

 

*****

APS/SG

Union Minister of Agriculture & Farmers’ Welfare Shri Narendra Singh Tomar today launched the
Sahakar Cooptube NCDC Channel, a new initiative by National Cooperative Development
Corporation (NCDC). Speaking on the occasion, Shri Narendra Singh Tomar said that the
Ministry of Agriculture and Farmers’ Welfare is in the forefront of operationalizing different
aspects of Atma Nirbhar Bharat call given by Prime Minister Shri Narendra Modi. Cooperatives
have a major role in the country in realizing the Prime Minister’s dreams. Shri Tomar also
launched guidance videos produced by NCDC on ‘Formation and Registration of A Cooperative’
for eighteen different states in Hindi and regional languages.
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Shri Tomar said that the Union Government under Atma Nirbhar Bharat has recently announced
a series of transformative measures and sector specific financial packages to help agriculture.
The initiatives are steps towards One Nation One Market with the objective for India to become
food factory of the world. The gamut of exhaustive reforms and measures are intended to
strengthen all activities and services in agriculture, horticulture and allied sectors through
creation and development of agriculture infrastructure, micro food enterprises, value chains and
logistics for fishery and animal husbandry, medicinal and herbal plants, bee keeping and
Operation Green. Significant legislative amendments have been made to create conducive
environment for agriculture.

 

Appreciating the efforts of NCDC, the Minister said that a key strategy in the ecosystem is to
facilitate involvement of youth in cooperatives. Formation of new cooperatives is a prerequisite
for bringing new life and dedication in the realm of cooperative movement. The guidance videos
in different languages covering 18 States would also strengthen and deepen the major initiatives
of our Government to promote and form 10,000 FPOs. NCDC has a major role in formation of
FPOs in cooperative mode. More states would be added to the collection of guidance videos on
NCDC Sahakar Cooptube Channel in due course of time.

 

NCDC as an apex level statutory institution under the Ministry of Agriculture & Farmers’ Welfare
has achieved tremendous success with cumulative financial assistance to cooperatives to the
tune of Rs.1,54,000 crore. Beginning with meager disbursement of Rs.2.36 crores in 1963,
NCDC disbursed around Rs.28,000 crore during 2019-20. NCDC has made aunprecedented
progress in the last six years. It has achieved 83% of the cumulative financial assistance
calculated since 1963, during these last six years alone. 

 

Cooperatives in India have come a long way and have proven their success in improving the
condition of farmers and economic development. Largely as association of small and marginal
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farmers and rural poor, the cooperatives have acquired a huge network of over 8.50 lakh
organizations and 290 million members. They have substantially contributed in raising the
income of their members and achieving rural prosperity. Cooperatives lend strength to farmers
to minimize risks in agriculture and allied sector and act as a shield against exploitation. 

 

*****
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WHY RBI’S POLICY RATE SHOULD NOT DROP BELOW
4%

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

No doubt, our covid-battered economy needs all the help it can get, but there is good reason for
the Reserve Bank of India (RBI) to resist a reflex rate cut this week. For one, banks are not short
of money to lend. For another, after a series of slashes, the current rate at which it lends money
to regular banks is already down to 4%. Arguably, this is a level that ought to serve as a floor.

An interest rate is a price charged on money lent, and what matters is the real rate, minus
inflation. The latest readings suggest that RBI’s real repo rate is already negative. Admittedly,
inflation of around 6% could be a blip, or even off the mark, given the data fog of our corona
crisis. Yet, it’s above RBI’s central target of 4%. This figure is now known widely enough in the
country to serve as a benchmark of sorts. Thus, an RBI rate below the inflation target would
strike people as odd and alarm depositors of a penalty being paid on savings kept with
banks—which typically pay only 1-2% more.

Saving deposits earning less than inflation amounts to financial repression, and it could send
depositors fleeing to risky investments. Of course, only if negative returns bother them. Drop the
repo rate below 4%, and it may serve them an alert.

Click here to read the Mint ePaperLivemint.com is now on Telegram. Join Livemint channel in
your Telegram and stay updated
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BANK AND THE COVID PAIN
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

An irony of history is that Prime Minister Indira Gandhi’s speech to the nation at 8.30 pm on July
19, 1969, announcing “bank nationalisation is being done to allocate credit to farmers, small
enterprises and the self-employed” was drafted by I G Patel. But by 1979, the then RBI
Governor Patel wisely reflected: “Credit is not a gift or a subsidy and it has to be repaid.
Otherwise any credit expansion, no matter how worthy the recipient or cause, will only waste
scarce national resources that a poor country cannot afford. To encourage anybody to incur debt
which cannot be repaid or to encourage wilful non-repayment, would be to mock the very
concept of development and elimination of poverty.” COVID creates deep pain but we must
resist consistently choosing borrowers over lenders and persist with our multi-year five-pillar
strategy to sustainably raise our Credit to GDP ratio from 50 per cent to 100 per cent.

A modern economy grows by lending and a modern state is a welfare state. But fiscal
constraints or natural disasters often create temptations to disguise spending as lending.
COVID’s pain is breeding unreasonable requests like interest waivers, endless moratorium
extensions, blanket one-time restructurings, fudging accounting, reducing capital adequacy, 24-
month IBC suspension, etc. It’s also breeding an academic blame game that insists the problem
pertains to personalities, not structure. The last 50 years suggest that the Diet Coke approach to
banking — taste without the calories — doesn’t work in raising the financial inclusion of
migrants, self-employed, and MSMEs. And the last 20 years have given three lessons: Giving
loans is easier than getting them back (corporate credit growing from Rs 18 lakh crore in 2008 to
Rs 54 lakh crore in 2014 created a Rs 12 lakh crore bad loan problem); breaking the
thermometer doesn’t help the fever (disallowing accounting fudging and restructuring would
have saved Rs 7 lakh crore because banks would have run out of capital) and government
banks need more than capital (their risk-weighted assets are lower than two years ago despite a
Rs 2 lakh crore capital infusion). History recommends patiently balancing financial inclusion and
stability by persisting with our five-pillar strategy:

Bank competition: India had 82 banks in 1924, 97 in 1947, and has 95 scheduled commercial
banks today. Socialism is essentially capitalism without competition — our bank drought
represents the zero-sum mentality of socialism. Raising credit availability and lowering its price
needs competition-driven innovation. Capital should be chasing Indian banking given its high net
interest margins, high market cap to book value ratios, and massive addressable market. Yet,
the RBI’s on-tap licencing has few applications pending. We need many more banks.

Private bank governance: Private banks are only 30 per cent of deposits but 80 per cent of bank
market capitalisation, 77 per cent of incremental deposits, and 77 per cent incremental loans.
Private banks are a special species — society does not allow anybody else 20 times leverage,
but this makes privatised gains and socialised losses possible. Recent accidents suggest
problems with public shareholder collective action and the attention, skill, and courage of board
directors. Private bank governance must move from a jaagir (perpetual private fiefdom) to
amaanat (trustees that hand over in better condition to the next generation).

Government bank governance: Government banks and companies sometimes have the wrong
“tone from the top” that says the return on equity and market capitalisation doesn’t matter. But
as Warren Buffet says, equity markets may be voting machines in the short run but they are
weighing machines in the long run. Over 10 years, government companies have sunk from 30
per cent of India’s market capitalisation to 6 per cent. Government banks mirror this decline —
their 70 per cent bank deposit share translates to only 20 per cent bank market capitalisation

https://indianexpress.com/about/indira-gandhi
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share. Many have irrational employee costs to market capitalisation ratios (Bank of India, 58 per
cent, Canara Bank, 77 per cent, and Punjab and Sind Bank, 155 per cent). We need only four
government banks with strong governance and no tax access for capital.

RBI’s regulation and supervision: Recent accidents in financial institutions reinforce the
importance of statutory auditors, ethical conduct, shareholder self-interest, and risk
management. But they also suggest a first-principles review that raises the RBI’s regulation and
supervision game. Zero failure is impossible, but the RBI should boldly re-imagine its current
mandate, structure and technology.

Non-bank regulatory space: A regulatory apartheid traditionally existed between banks and non-
banks. But progress in payments, MSME lending, and consumer credit suggest that non-banks
are important for financial inclusion. They need more regulatory space and supervision.

Progress is underway. Forex reserves are at a high and interest rates at a low. Borrower rate
transmission is improving. Our billion digital mobile payments a month target has been reached
and replaced by a new target of a billion payments a day. Bank and NBFC accidents have seen
orderly resolution. The RBI’s bank governance note is open for comments. The RBI has an
internal committee to review bank licencing and capital norms. It is creating a new specialised
cadre for supervision and creating a college of supervisors. The RBI is raising its supervisory
technology investments and revamping early warning models. It is finalising an ambitious five-
year vision for HR and technology. RBI has proposed licencing competitors to the NPCI.
“Phone” banking and board lobbying in government banks has stopped. The IBC is a world-
class bankruptcy law that will soon resume with vigour. Deposit insurance limits have been
raised with a risk-based premium framework proposed. And the RBI is calibrating an exit
strategy for emergency COVID measures.

Bank nationalisation captured the idealism of the 1967 Hazari Committee (nationalising banks to
democratise credit) and the 1955 Avadi Resolution (controlling a myopic private sector). This
idealism didn’t deliver — our credit to GDP ratio is embarrassing (same as Bangladesh and
lower than Iran) and the bad loan problem is unaffordable. God willing, we won’t test the RBI’s
COVID worst-case scenario of 14.7 per cent bad loans but handling the inevitable COVID bank
pain needs resisting short-termism. In the long run, we are not all dead.

The writer is Co-founder of Teamlease Services
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and stay updated with the latest headlines
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AN INVISIBLE HUMANITARIAN CRISIS IN INDIA
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

India’s labouring poor have largely disappeared even from the inner pages of newspapers and
from television screens. It is as though, after the country has gradually unlocked and most
migrants have returned home, the wrenching distress of mass hunger and sudden
unemployment that racked their lives has somehow passed. The reality is entirely the reverse.
The devastating impact of the unprecedented closure of the entire economy, which was already
in recession, will endure for a long time. However, the immense suffering of the poor has been
rendered invisible by the collective indifference of the state and the rich and middle classes.

On the banks of the Yamuna, adjacent to the largest cremation ground in Delhi, is an
embankment called Yamuna Pushta, home to 4,000 homeless men. In normal times, they
survived by doing casual wage work, mostly in eateries or construction. Work was uncertain and
always underpaid; still they managed to keep raw hunger at bay by eating food provided by
religious food charities in gurdwaras, temples and dargahs. I met them recently. Their destitution
and desperation were palpable. There is still no work, and shrines have still not adequately
revived their food charities. The Delhi government has mostly ended its free cooked food
distribution programme. At the peak of the programme, about 10 lakh people were being fed in
over 1,000 centres. I was critical then of the indignity of forcing people to line up for hours each
day for a ladle of food. But although it could have been organised with more compassion and
respect, that was still a crucial public lifeline for people thrust suddenly into mass hunger. With
that lifeline snapped, there is nothing except for some small private charities to shield them from
the blistering winds of hunger.

Also read | Lockdown protects the well-off, but what about those who face hunger,
homelessness or poor health?

My comrades, including those working with homeless people in other cities, activists of the right
to food campaign countrywide, and volunteers for food relief of the Karwan-e-Mohabbat, all
report conditions of even more worrying precarity and deprivation from around the country.
There are communities in the countryside — in forests, deserts, hills, river islands and Dalit
ghettos — who even in normal times survived on the edge of hunger. They used to depend on
remittances from migrants for their survival; today they have to feed the migrants who returned.
Casual daily wage workers, weavers, artisans, home-based workers, rickshaw-pullers and street
vendors have always lived precarious lives too. But they have slipped much deeper into want.
And there are millions of new entrants into the ranks of the hungry, including laid-off employees
of small enterprises and eateries, domestic workers, sex workers, workers in the gig economy,
and even teachers in low-income private schools and those taking private tuitions.

All of these workers, and tens of millions more, are bracing themselves for the ways that the
dispossessed have learnt, from time immemorial, and that are hardwired into their DNA, to live
with chronic hunger. The first is to eliminate nutritious but unaffordable portions of one’s diet,
including dal, milk, vegetables, fruit, eggs and meat. Many families report that they are eating
only coarse rice and roti with salt. The next step is to reduce food intake, cutting down on both
the quantity eaten during each meal and the number of meals, teaching one’s body to endure
with less and less. As households slide further down this steep slope, there are increasing
numbers of nights when they have to sleep hungry. Children who could earlier depend on the
school or preschool centre for at least one nutritious meal are now being sent out to work,
including scrabbling through waste for anything which can be eaten or sold.

https://www.thehindu.com/news/cities/Delhi/ngo-apprises-kejriwal-of-dire-circumstances-at-yamuna-pusta/article31342287.ece
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A number of global reports warn that hundreds of millions of people are being thrust into
extreme poverty and hunger because of the economic impacts of the lockdown and the raging
pandemic. A United Nations University paper (Precarity and the pandemic, June 2020)
estimates that 400 million new workers are at risk of slipping into extreme poverty, of less than
$1.90 a day. What is even more worrying is that “the location of global poverty is likely to shift
towards middle-income countries and South Asia and East Asia.” The impact could intensify
because of “pre-existing conditions of fragmented or insufficient social protection systems” and
could last for “years to come”. The UN Special Rapporteur on extreme poverty and human
rights, Philip Alston, similarly estimated in a study published in early July that more than 250
million people are at risk of acute hunger. This impact, he believes, “will be long-lasting”. He is
critical of governments which “rather than acknowledging how badly the efforts to ‘end poverty’
have been faring, and how relentlessly the pandemic has exposed that fact... are doubling down
on existing approaches that are clearly failing”. His angst about public policy failures to deal with
the scale and depth of the humanitarian crisis is entirely justified. First, at senior levels of the
Indian government, there is little acknowledgement of the depth of the crisis of hunger and the
annihilation of livelihoods. To revive the economy and, in particular, MSMEs — the sector
employing the most people outside agriculture — the Finance Minister relies mostly on credit
rather than on fiscal transfers, unmindful that when both demand and production have crashed,
credit will have few takers and can accomplish little.

Also read | Fight against hunger disrupted by coronavirus-induced recession

Second, governments also sought to revive the broken economy by excluding workers from
regimes of labour rights protections, ostensibly for attracting capital investment. Instead of
atoning for the immense distress of unprotected workers and mitigating future suffering by
building sturdy legal walls for their protections, many State governments used the pandemic to
further weaken the scant protections which the law currently provides informal workers. Some
governments attempted to extend the workday to 12 hours, to suspend the protections of
various labour laws for three years, and regulate the movement of workers across State borders.

Lockdown displaces lakhs of migrants

Even prior to the pandemic, India slipped to the 102nd position in the Global Hunger Report of
2019 that ranked 117 countries. It had fallen behind its neighbours Nepal, Pakistan and
Bangladesh. The economy was also stuttering, with unemployment at a 45-year high. In the
midst of this smouldering crisis, the most stringent lockdown in the world was imposed, nearly
halting both demand and supply overnight. As the COVID-19 infection spreads to States with the
most broken public health systems, such as Bihar and Uttar Pradesh, and with the homeless
and the poor being excluded from highly privatised health facilities in cities, the problems of the
poor will further exacerbate. As the virus ravages bodies enfeebled by hunger and distress, they
remain abandoned by the state, with no reliable access to care.

Also read | Global hunger could double due to COVID-19 blow, says UN

Through all of this, the political establishment, the media and the middle class remain culpably
indifferent, preoccupied instead with buying legislators and toppling governments; purchasing
military aircraft; jailing dissenters; and divisive agendas like the triumphalist construction of a
Ram temple at the site of a demolished medieval mosque. With millions slipping invisibly into
chronic hunger and intense poverty, India is hurtling silently into its gravest humanitarian crisis in
over half a century.

Harsh Mander is a human rights worker, writer, teacher, and author of several books including
Partitions of the Heart: Unmaking the Idea of India
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Source : www.pib.gov.in Date : 2020-08-07

PRADHAN MANTRI GARIB KALYAN ANNA YOJANA
PHASE-I

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

During the period 24th March to 30th June 2020, Food Corporation of India under Department of
Food & Public Distribution moved a total of about 139 LMT food grains using nearly 5,000 rakes
and nearly 14.7 LMT through 91,874 trucks across the country. For ensuring supply of allocated
quantity for Andaman and Nicobar Islands and Lakshadweep Islands the food grains were
moved though ships. Support of other Ministries such as Railways and Shipping augmented by
Indian Air Force have played a crucial role in making these operations smooth and successful.
The employees of the FCI, CWC, CRWC, State Warehouses and State/UT Civil Supplies
Departments/Corporation have all worked in perfect coordination to make it all possible.

For the distribution of food grains to beneficiaries, a network of about 5.4 Lakh Fair Price Shops
(FPSs) was utilised across the country, where all precautionary measures to contain the spread
of COVID-19 protocol, such as social distancing, use of face masks, hand sanitizers, availability
of soap and water to maintain hand hygiene, staggered distribution timings, frequent sanitization
of ePoS devices, etc were followed in each State/UT, besides use of innovative practices for
giving foodgrains to beneficiaries while ensuring social distancing at all times.

Despite challenges in biometric authentication of beneficiaries on ePoS devices, many
States/UTs like Uttar Pradesh, Bihar, Gujarat, etc. ensured biometric authentication of
beneficiaries after following requisite safety protocol to ensure rightful targeting of beneficiaries.

Independent surveys conducted by MicroSave Consulting, Dalberg, etc., in various parts of the
country, have shown very high level of satisfaction among the beneficiaries, with regards to the
distribution of food grains under PM-GKAY. The programme implementation was rigorously
monitored at every level including the Hon’ble Minister of Consumer Affairs, Food & Public
Distribution, and all implementation issues of States/UTs were quickly resolved to ensure the
success of the PM-GKAY.

Earlier, in March 2020, pursuant to the announcement of Pradhan Mantri Garib Kalyan Package
(PMGKP) to ameliorate the hardships faced by the poor and needy due to economic disruptions
caused by the COVID-19 outbreak in the country, the Department had started the
implementation of “Pradhan Mantri Garib Kalyan Anna Yojana (PM-GKAY)” for a period of three
months i.e. April, May and June 2020, so that the poor and vulnerable beneficiaries under NFSA
do not suffer on account of the non-availability of food grains during the unprecedented time of
crisis.

Under this special scheme, about 81 Crore NFSA beneficiaries covered under both categories of
NFSA, namely Antyodaya Anna Yojana (AAY) and Priority Householders (PHH), are being
provided with an additional quota of free-of-cost foodgrains (Rice/Wheat) at a scale of 5 Kg per
person per month, over and above their regular monthly entitlements.

Accordingly, on 30th March 2020, the Department had conveyed State/UT-wise total allocation
of about 121 Lakh MT of foodgrains (about 40 LMT per month) to all States/UTs and FCI for
distribution to all NFSA beneficiaries during the period of three months April-June’ 2020 (i.e.
Phase-I of the scheme).
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As per reports available from FCI, all States/UTs combined have lifted about 118 LMT (99%) of
three-month foodgrains from FCI depots/central pool. Further, all States/UTs combined have
reported a distribution of over 111.52 LMT (93.5%) of allocated foodgrains for the period April-
June 2020 as per following details:

****

 APS/SG/MS
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distribution to all NFSA beneficiaries during the period of three months April-June’ 2020 (i.e.
Phase-I of the scheme).

As per reports available from FCI, all States/UTs combined have lifted about 118 LMT (99%) of
three-month foodgrains from FCI depots/central pool. Further, all States/UTs combined have
reported a distribution of over 111.52 LMT (93.5%) of allocated foodgrains for the period April-
June 2020 as per following details:

****
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Source : www.indianexpress.com Date : 2020-08-08

MINIMUM WAGE MUST BE SHAPED BY AIM OF
ENHANCING INCOMES AND CONSUMPTION

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

India is facing a structural demand problem, one that predates the COVID-19 shock. This
challenge has been exacerbated over the past few months as jobs have been lost and incomes
have collapsed. Boosting demand, in particular domestic demand, is critical for an economic
revival as external demand is likely to remain muted. Rathin Roy of the National Institute of
Public Finance and Policy has argued that India’s growth story has been driven by demand
generated by those who are at the top of India’s socio-economic pyramid, but that has now
plateaued. The question that arises is: Where is demand going to come from now? One option is
to turn to those at the bottom of the pyramid who have a high marginal propensity to consume.
However, realising the untapped demand potential of this group requires enhancing their
incomes and earnings.

A significant share of India’s workforce is trapped in low paid informal work. Data from the
Periodic Labour Force Survey (2018-19) tells us that less than 10 per cent of the workforce is
engaged in regular formal jobs, earning an amount (approximately Rs 26,000 per month) that is
above a decent minimum wage. Another 14 per cent are engaged in regular informal jobs and
report average monthly earnings (Rs 9,500), which is roughly equivalent to or slightly below a
minimum wage. The self-employed (own-account workers and unpaid family workers) and
casual workers account for 50 per cent and 24 per cent of the workforce respectively and report
average earnings that are considerably below a decent minimum amount (Rs 8,400 per month
for self-employed and Rs 209 per day for casual labour). Casual workers, who are unlikely to
receive work on every day of the month, are at the bottom of the employment structure.

How do we increase earnings of those at the bottom of the pyramid? One way is by devising
strategies that enhance productivity growth in the informal economy. In fact, structural change
that allows for productivity increase in the informal sector increases the incomes of low-wage
workers. Another way of achieving this is by raising the minimum wages of the worst-off
workers. At present, India has a complex set of minimum wages which offer different wages by
occupation type and skill levels for certain industries or sectors notified under the Minimum
Wage Act. The Code on Wages (2019) seeks to universalise minimum wages and extend them
to the unorganised sector. While this is a laudable objective, it is fraught with enforcement
challenges in a labour market that is dominated by informal work arrangements and self-
employment.

An effective intervention in this context would be to ensure a decent minimum wage for those
who are the bottom of the distribution — the casual labour. This, in turn, will help set a higher
wage floor for others engaged in low-paid work, including regular informal workers, thereby
enhancing their earnings. In India, a disproportionately large share of casual workers are
engaged in agriculture and construction work (roughly 40 per cent each) and raising their
minimum wages can play a significant role in enhancing their earnings. The construction sector,
in particular, is likely to play a critical role in the economic revival of the country and can emerge
as an important source of employment generation. Concomitantly, it is important that minimum
wages are paid in public workfare programmes too, in particular MGNREGA works, which
involve the employment of unskilled labour. At present, MGNREGA wages are not covered
under the Minimum Wages Act. However, it is important to note that less than 4 per cent of
casual workers are employed in public works programmes. If wages of such a small proportion

https://indianexpress.com/about/coronavirus/
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are to serve as a credible wage floor for others, the contours of public workfare programmes
need to be modified. In particular, such works will need to be made widely available all year
round.

Editorial | With MGNREGA’s help: It has helped mitigate increased rural distress due to
Covid. Now, focus on getting people back to normal work

The level at which the decent minimum wage should be set assumes importance in a framework
where it is being leveraged to boost consumption and demand of those at the bottom. In India,
the minimum wage is supposed to be shaped by the objective of prevention of exploitation and
to ensure bare sustenance of life. However, to enhance the incomes and, therefore,
consumption of low wage earners, we need to go beyond the objective of simply overcoming
poverty and instead aspire to provide them a decent wage which enables them to maintain a
reasonable level of consumption expenditure. For this purpose, the minimum wage can be
linked to the consumption expenditure of the relatively better-off group of workers, that is, the
regular formal workers in some manner, say the median consumption of the bottom 25 per cent.
This would create not just a dynamic linkage with the consumption of the better-off workers, but
will also allow for the updating of the minimum wage every year as and when the PLFS data is
released.

The Indian employment challenge today cannot be seen independently of the problem of
inadequate income. One half of the economy works on wage labour and policy interventions in
the domain of wages can be used to construct a minimum income floor. This approach of
increasing wages of casual workers in public programmes and linking them to the consumption
of regular formal workers to provide a minimum income guarantee is different from the exercise
of providing unconditional cash transfers to those at the bottom of the distribution. Such an
intervention will not only enable income enhancement of those in low-paid work but also add fuel
to demand and growth, this time from those at the bottom of the distribution.

Opinion | Covid-related crisis offers NDA government opportunity to increase work days,
entitlements under the employment guarantee scheme

This article first appeared in the print edition on August 8, 2020 under the title ‘Boosting demand,
bottom up’. Kapoor is senior fellow at ICRIER and Majid is a Senior Employment Specialist ILO
DWT for South Asia. Views are personal.

 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.thehindu.com Date : 2020-08-08

ALERT AMID UNCERTAINTY: THE HINDU EDITORIAL
ON RBI HOLDING INTEREST RATES

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

The RBI has prudently decided to keep its powder dry for now, citing the “extreme uncertainty”
that characterises the current outlook for inflation and economic activity. Observing that the
“unprecedented shock” from the pandemic has left the economy stressed, the RBI said that
while the monetary policy committee recognised the primacy of supporting a recovery, it was
necessarily mindful of its inflation targeting mandate. The picture on prices is clouded by many
uncertainties. While the provisional June CPI inflation reading of 6.1% had edged over the upper
bound of the mandated medium-term goal of 4% plus/minus 2%, a spike in food prices as well
as cost push pressures from higher transport fuel and raw material prices were combining to
obscure the inflation outlook. Vowing to ensure that the policy stance remains ‘accommodative’
for as long as needed to revive growth, Governor Shaktikanta Das emphasised that the RBI was
ready to act on rates once a durable reduction in inflation was sighted. For now, however, the
projections remain less than encouraging. The latest round of households’ expectations of price
gains in an RBI survey shows that consumers expect inflation to remain elevated in the near
term — a finding that the RBI’s assessment broadly backs.

The prognosis on the economy is also worrisome. While the RBI expects the rural economy to
turn in a robust recovery on the back of a strong showing by agriculture, a deterioration in
consumer sentiment in the central bank’s July survey undermines the prospects for a more
broadbased revival in domestic demand. Additionally, external demand faces headwinds from a
world economy in recession and as global trade shrinks. Forecasting a contraction in real GDP
in the current fiscal year, the RBI rather optimistically posits that an early containment of the
pandemic may impart an upside surprise to its outlook. Interestingly, its analysis of the macro-
economic environment skirts the potential challenges that heightened tensions with China, one
of India’s largest trading partners and, in recent years, a source of inbound foreign capital, could
pose to the economy. The central bank has therefore opted to focus its energies on trying to
untangle the kinks hindering the flow of credit amid more than adequate liquidity, wary lenders
and severely stressed borrowers. The restructuring, resolution and enhanced gold loan
proposals mooted by the RBI acknowledge the sheer scale of the pandemic’s devastation on the
finances of firms and households. The onus now is on Governor Das to ensure that the stability
of the financial sector is safeguarded even as loan terms are reset to protect otherwise viable
businesses. Any harm to financial stability risks undermining the economy as a whole.
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We have been keeping you up-to-date with information on the developments in India and the
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the number of articles that can be read free, and extended free trial periods. However, we have
a request for those who can afford to subscribe: please do. As we fight disinformation and
misinformation, and keep apace with the happenings, we need to commit greater resources to
news gathering operations. We promise to deliver quality journalism that stays away from vested
interest and political propaganda.

Dear subscriber,
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Your support for our journalism is invaluable. It’s a support for truth and fairness in journalism. It
has helped us keep apace with events and happenings.
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and political propaganda.
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Source : www.livemint.com Date : 2020-08-08

TAXPAYERS DESERVE BETTER SERVICES, THEY ARE
NATION-BUILDERS: FM SITHARAMAN

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

Finance Minister Nirmala Sitharaman said the government has taken several measures towards
simplification, improving transparency and moderation in rates as part of efforts to bring in ease
for honest taxpayers

NEW DELHI : Finance Minister Nirmala Sitharaman on Friday said taxpayers are nation-builders
and the government would come out with a charter of rights for them.

The minister also said the government has taken several measures towards simplification,
improving transparency and moderation in rates as part of efforts to bring in ease for honest
taxpayers.

"So I'm so happy that we are part of a government being led by a Prime Minister who honestly
thinks the Indian taxpayer needs to be served better. And one of the announcements, which of
course I made and I shall not elaborate on it now, is to give the Indian taxpayer a charter of its
rights," she said.

The minister was addressing a centenary celebration programme of eminent jurist Nani
Palkhivala, organised by Sastra University.

There are only a few countries in the world, like Australia, the UK and US, where there is a
Charter of Rights for the taxpayer, she said.

"It clearly states this obligation towards the nation as much as clearly pronouncing the rights. We
are attempting that. I had announced it as a part of the Atmanirbhar campaign. We are very
keen to provide to taxpayers Charter of Rights. We shall be coming with that," Sitharaman said.

The Budget had announced a taxpayers' charter, which is expected to have statutory status and
it will empower citizens by ensuring time-bound services by the Income Tax Department.

Sitharaman emphasised that Prime Minister Narendra Modi addresses taxpayers as 'nation-
builders' and an honest taxpayer helps build this country.

They help government after government to carry forward social welfare programmes which are
absolutely critical for the livelihoods of the poorest of the poor, she said.

The Prime Minister has made it very clear that this country has to make tax simple and easy for
compliance for taxpayers, she said.

To fulfil this objective, the government has introduced faceless assessment, reduction in scrutiny
and pre-filled tax form, among others.

"In September 2019, we took a major step to bring down the corporate tax, and even then and
now too India stands as one of those countries where we have the lowest of rates and also the
corporate tax methodology itself has been so simplified, that there are no exemptions, there are
no benefits," she said.
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Speaking during the virtual session, Tata Sons Chairman N Chandrasekaran said India's judicial
system has a huge capacity issue.

"As per the National Judicial Data Grid, somewhere around 3 crore cases are pending in one
court or another. If you take high courts and Supreme Court, we have over 45 lakh cases that
are pending...

"Typically case takes 4-5 years for resolution and normally 40 per cent of the total disputed
settlement is already spent during this period but if you take into account the time value of
money, almost 100 per cent is gone.

"From a corporate sector point of view, the estimated number is around 45,000 crore per
annum. So I think it's a huge overhead, huge spend, huge inefficiency which needs to be
addressed. At this time, a subject like alternative dispute resolution or ADR is something that
can make an enormous difference," he said.

Modalities and systems are required to give confidence to both the disagreeing parties that a
settlement or judgement can happen with little or no litigation, Chandrasekaran added.

To fasten the corporate dispute resolution process, Sitharaman said the government is making
an effort to make India an international arbitration hub which will be able to deal with all those
Indian corporate disputes which are going to Singapore or London for resolution.

To achieve the goal, Parliament last year passed the Arbitration and Conciliation (Amendment)
Bill 2019.

"So if India's arbitrations skills, if lawyers who are trained for arbitration, if Indian legal system is
adequately funded and resourced, we will be one of the good arbitration hubs," she said.

The law is part of the government's efforts to encourage institutional arbitration for settlement of
disputes and make India a centre of robust alternative dispute resolution mechanism.

A large number of arbitration cases are conducted in countries such as Singapore, the UK and
France. Commercial disputes have increased manifold due to globalisation, industrialisation and
liberalisation.
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Source : www.pib.gov.in Date : 2020-08-08

IBBI AMENDS THE INSOLVENCY AND BANKRUPTCY
BOARD OF INDIA (INSOLVENCY RESOLUTION
PROCESS FOR CORPORATE PERSONS)
REGULATIONS, 2016

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

The Insolvency and Bankruptcy Board of India (IBBI) notified the Insolvency and Bankruptcy
Board of India (Insolvency Resolution Process for Corporate Persons) (Fourth Amendment)
Regulations, 2020 today.

The Insolvency and Bankruptcy Code, 2016 (Code) envisages appointment of an authorised
representative (AR) by the Adjudicating Authority to represent financial creditors in a class, like
allottees under a real estate project, in the committee of creditors. For this purpose, the
Regulations require the interim resolution professional to offer a choice of three Insolvency
Professionals (IP) in the public announcement, and the creditors in a class to choose one of
them to act as their authorised representative. The amendment made to the Regulations today
provides that the three IPs offered by the interim resolution professional must be from the State
or Union Territory, which has the highest number of creditors in the class as per records of the
corporate debtor. This will facilitate ease of coordination and communication between the AR
and the creditors in the class he represents.

The Regulations currently envisage that the authorised representative shall seek voting
instructions from creditors in a class at two stages, namely, (i) before the meeting; and (ii)
after circulation of minutes of meeting. The amendment made to the Regulations today
provides that the authorised representative shall seek voting instructions only after circulation
of minutes of meeting and vote accordingly. He shall, however, circulate the agenda, and may
seek preliminary views of creditors in the class before the meeting, to enable him to effectively
participate in the meeting.

The Regulations provide that the committee of creditors shall evaluate all compliant resolution
plans as per evaluation matrix to identify the best of them and may approve it. The
amendment made to the Regulations today provides that after evaluation of all compliant
resolution plans as per evaluation matrix, the committee of creditors shall vote on all compliant
resolution plans simultaneously. The resolution plan, which receives the highest votes, but not
less than sixty-six percent of voting share, shall be considered as approved.

The amendment Regulations are effective from today. These are available at www.mca.gov.in
and www.ibbi.gov.in.

 

****

RM/KMN

The Insolvency and Bankruptcy Board of India (IBBI) notified the Insolvency and Bankruptcy
Board of India (Insolvency Resolution Process for Corporate Persons) (Fourth Amendment)
Regulations, 2020 today.

http://www.mca.gov.in
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The Insolvency and Bankruptcy Code, 2016 (Code) envisages appointment of an authorised
representative (AR) by the Adjudicating Authority to represent financial creditors in a class, like
allottees under a real estate project, in the committee of creditors. For this purpose, the
Regulations require the interim resolution professional to offer a choice of three Insolvency
Professionals (IP) in the public announcement, and the creditors in a class to choose one of
them to act as their authorised representative. The amendment made to the Regulations today
provides that the three IPs offered by the interim resolution professional must be from the State
or Union Territory, which has the highest number of creditors in the class as per records of the
corporate debtor. This will facilitate ease of coordination and communication between the AR
and the creditors in the class he represents.

The Regulations currently envisage that the authorised representative shall seek voting
instructions from creditors in a class at two stages, namely, (i) before the meeting; and (ii)
after circulation of minutes of meeting. The amendment made to the Regulations today
provides that the authorised representative shall seek voting instructions only after circulation
of minutes of meeting and vote accordingly. He shall, however, circulate the agenda, and may
seek preliminary views of creditors in the class before the meeting, to enable him to effectively
participate in the meeting.

The Regulations provide that the committee of creditors shall evaluate all compliant resolution
plans as per evaluation matrix to identify the best of them and may approve it. The
amendment made to the Regulations today provides that after evaluation of all compliant
resolution plans as per evaluation matrix, the committee of creditors shall vote on all compliant
resolution plans simultaneously. The resolution plan, which receives the highest votes, but not
less than sixty-six percent of voting share, shall be considered as approved.

The amendment Regulations are effective from today. These are available at www.mca.gov.in
and www.ibbi.gov.in.

 

****

RM/KMN
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Source : www.thehindu.com Date : 2020-08-10

PM LAUNCHES FARM INFRA SCHEME
Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

Big boost:Narendra Modi addressing the nation at the launch of the financing scheme on
Sunday.PTI  

Prime Minister Narendra Modi on Sunday launched a new financing scheme under the Rs. 1
lakh crore Agriculture Infrastructure Fund meant for setting up storage and processing facilities,
which will help farmers get higher prices for their crops, according to the government statement.

Mr. Modi launched the scheme via videoconferencing and interacted with farmers across the
country. He also released the sixth instalment of funds under the PM-KISAN scheme, which
amounted to Rs. 17,000 crore to about 8.5 crore farmers. The first Rs. 1,000 crore was
sanctioned on Sunday to over 2,280 farmer societies under the Agriculture Infrastructure Fund,
which was approved by the Cabinet a month ago, the statement said.

“The scheme will support farmers, PACS [primary agricultural credit societies], FPOs [farmer
producer organisations], agri-entrepreneurs, etc. in building community farming assets and post-
harvest agriculture infrastructure. These assets will enable farmers to get greater value for their
produce as they will be able to store and sell at higher prices, reduce wastage, and increase
processing and value addition,” the statement said.

During the launch, Mr. Modi spoke to representatives from three PACS from Karnataka, Gujarat
and Madhya Pradesh, who are beneficiaries of the scheme. He later addressed the country. Mr.
Modi said the scheme would give farmers and the agriculture sector a boost and “increase
India’s ability to compete on the global stage”.

Mr. Modi reiterated that “India has a huge opportunity to invest in post-harvest management
solutions like warehousing, cold chain, and food processing, and build a global presence in
areas such as organic and fortified foods,” the statement said.
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You can support quality journalism by turning off ad blocker or purchase a subscription for
unlimited access to The Hindu.

Sign up for a 30 day free trial.
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PM MODI SENDS 17,000 CRORE DIRECTLY INTO BANK
ACCOUNTS OF FARMERS

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

Prime Minister Narendra Modi today released the sixth instalment of financing facility under PM-
KISAN scheme via video conferencing. Under the sixth instalment of PM-Kisan scheme, 17,000
crore of PM-Kisan Samman Nidhi has been deposited into bank accounts of 8.5 crore farmers
with a single click. Under the PM-KISAN scheme, the government is providing annually 6,000 in
three equal installments to 14 crore farmers.

The amount is directly transferred into the bank accounts of the beneficiaries through direct
benefit transfer (DBT) mode.

"No middlemen or commission, it went straight to farmers. I am satisfied because the objective
of the scheme is being fulfilled," Prime Minister Narendra Modi said.

The Pradhan Mantri Kisan Samman Nidhi Yojna (PM-KISAN) scheme, launched on 1st
December 2018, has already provided a direct cash benefit of over Rs. 75,000 crore to more
than 9.9 crore farmers.

"This has enabled them to fulfil their agricultural requirements and support their families. The
rollout and implementation of the PM-KISAN scheme has happened at an unparalleled pace,
with funds being directly transferred into the Aadhaar authenticated beneficiaries’ bank account
to prevent leakage and increase convenience for farmers. The scheme has also been
instrumental in supporting farmers during the Covid-19 pandemic, through the release of nearly
22,000 Crore to aid the farmers during the lockdown period," the government said.

PM Modi today also launched a financing facility of 1 lakh crore under the Agriculture
Infrastructure Fund for agri-entrepreneurs, startups, agri-tech players and farmer groups for
post-harvest management and nurturing farm assets.

Last month, the Union Cabinet had approved the Central Sector Scheme of financing facility
under “Agriculture Infrastructure Fund" of 1 lakh crore. The fund will catalyze the creation of
post-harvest management infrastructure and community farming assets such as cold storage,
collection centres, processing units, etc.

"These assets will enable farmers to get greater value for their produce, as they will be able to
store and sell at higher prices, reduce wastage, and increase processing and value addition,"
the government said.

(With Agency Inputs)
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Source : www.pib.gov.in Date : 2020-08-10

PM LAUNCHES FINANCING FACILITY OF RS. 1 LAKH
CRORE UNDER AGRICULTURE INFRASTRUCTURE
FUND

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

Prime Minister Shri Narendra Modi today launched a new Central Sector Scheme of financing facility under
the Agriculture Infrastructure Fund of Rs. 1 Lakh Crore. The scheme will support farmers, PACS, FPOs, Agri-
entrepreneurs, etc. in building community farming assets and post-harvest agriculture infrastructure. These
assets will enable farmers to get greater value for their produce as they will be able to store and sell at higher
prices, reduce wastage, and increase processing and value addition.

Today, only 30 days after Cabinet formally approved the scheme, the first sanction of over Rs. 1000 Crore
was made to over 2,280 farmer societies. The event was conducted through video conference and was
attended by lakhs of farmers, FPOs, cooperatives, PACS, and citizens joining from across the country.

At the same event, the Prime Minister also released the 6th installment under the PM-KISAN scheme of Rs.
17,000 Crore to nearly 8.5 Crore farmers. The cash benefit was transferred directly to their Aadhaar verified
bank accounts with the press of a button. With this transfer, the scheme has provided over 90,000 Crore in the
hands of more than 10 Crore farmers since its launch on 01 December 2018. 

Interaction with Primary Agriculture Credit Societies

Prime Minister interacted virtually with 3 Primary Agriculture Credit Societies from Karnataka, Gujarat, and
Madhya Pradesh who are among the initial beneficiaries of the scheme. Prime Minister had an engaging
discussion with the representatives of these societies to understand their current operations and how they
plan to utilise the loan. The societies informed the  Prime Minister about their plans to build godowns, setup
grading and sorting units which will help member farmers secure a higher price for their produce.

Address to the nation

Following his interaction with the Primary Agriculture Credit Societies, in his address to the nation, the Prime
Minister expressed confidence in how farmers and the agriculture sector will benefit from the scheme. He said
the scheme shall provide a financial boost to the farmers and agriculture sector and increase India’s ability to
compete on the global stage.

Prime Minister reiterated that India has a huge opportunity to invest in post-harvest management solutions like
warehousing, cold chain, and food processing, and build a global presence in areas such as organic and
fortified foods. He also mentioned that this scheme provides a good opportunity for start-ups in agriculture to
avail the benefits and scale their operations, thereby creating an ecosystem that reaches farmers in every
corner of the country.

Prime Minister expressed his satisfaction with the pace of implementation of the PM-KISAN scheme. He also
noted that the scale of the program is so large that the funds released today have reached more people than
the entire population of several countries taken together. He also congratulated states for playing an important
role in the implementation and assisting farmers through the entire process from registration all the way to
disbursals.

The Union Minister of Agriculture & Farmers’ Welfare, Shri Narendra Singh Tomar, was also present on the
occasion.

Agriculture Infrastructure Fund

The Agriculture Infrastructure Fund is a medium - long term debt financing facility for investment in viable
projects for post-harvest management infrastructure and community farming assets through interest
subvention and credit guarantee. The duration of the scheme shall be from FY2020 to FY2029 (10 years).
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Under the scheme, Rs. 1 Lakh Crore will be provided by banks and financial institutions as loans with interest
subvention of 3% per annum and credit guarantee coverage under CGTMSE scheme for loans up to Rs. 2
Crore. The beneficiaries will include farmers, PACS, Marketing Cooperative Societies, FPOs, SHGs, Joint
Liability Groups (JLG), Multipurpose Cooperative Societies, Agri-entrepreneurs, Startups, and Central/State
agency or Local Body sponsored Public-Private Partnership Projects.

PM-KISAN

The PM-KISAN scheme was launched in December 2018 to provide income support by way of a cash benefit
to all landholding farmers (subject to certain exclusion criteria) to enable them to fulfill their agricultural
requirements and support their families. Under the scheme, the financial benefit of Rs.6000/- per year is
provided to eligible beneficiary farmers in three equal installments.

A new dawn for the agriculture sector

These steps are the latest in a series of reforms taken by the Government of India under the guidance of the
Prime Minister. These measures will collectively herald a new dawn for the agriculture sector in India and
show the government’s commitment to championing the cause of ensuring the welfare and sustainability of
livelihoods for the farmers of India.

***

AM/AP

 

Prime Minister Shri Narendra Modi today launched a new Central Sector Scheme of financing facility under
the Agriculture Infrastructure Fund of Rs. 1 Lakh Crore. The scheme will support farmers, PACS, FPOs, Agri-
entrepreneurs, etc. in building community farming assets and post-harvest agriculture infrastructure. These
assets will enable farmers to get greater value for their produce as they will be able to store and sell at higher
prices, reduce wastage, and increase processing and value addition.

Today, only 30 days after Cabinet formally approved the scheme, the first sanction of over Rs. 1000 Crore
was made to over 2,280 farmer societies. The event was conducted through video conference and was
attended by lakhs of farmers, FPOs, cooperatives, PACS, and citizens joining from across the country.

At the same event, the Prime Minister also released the 6th installment under the PM-KISAN scheme of Rs.
17,000 Crore to nearly 8.5 Crore farmers. The cash benefit was transferred directly to their Aadhaar verified
bank accounts with the press of a button. With this transfer, the scheme has provided over 90,000 Crore in the
hands of more than 10 Crore farmers since its launch on 01 December 2018. 

Interaction with Primary Agriculture Credit Societies

Prime Minister interacted virtually with 3 Primary Agriculture Credit Societies from Karnataka, Gujarat, and
Madhya Pradesh who are among the initial beneficiaries of the scheme. Prime Minister had an engaging
discussion with the representatives of these societies to understand their current operations and how they
plan to utilise the loan. The societies informed the  Prime Minister about their plans to build godowns, setup
grading and sorting units which will help member farmers secure a higher price for their produce.

Address to the nation

Following his interaction with the Primary Agriculture Credit Societies, in his address to the nation, the Prime
Minister expressed confidence in how farmers and the agriculture sector will benefit from the scheme. He said
the scheme shall provide a financial boost to the farmers and agriculture sector and increase India’s ability to
compete on the global stage.

Prime Minister reiterated that India has a huge opportunity to invest in post-harvest management solutions like
warehousing, cold chain, and food processing, and build a global presence in areas such as organic and
fortified foods. He also mentioned that this scheme provides a good opportunity for start-ups in agriculture to
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avail the benefits and scale their operations, thereby creating an ecosystem that reaches farmers in every
corner of the country.

Prime Minister expressed his satisfaction with the pace of implementation of the PM-KISAN scheme. He also
noted that the scale of the program is so large that the funds released today have reached more people than
the entire population of several countries taken together. He also congratulated states for playing an important
role in the implementation and assisting farmers through the entire process from registration all the way to
disbursals.

The Union Minister of Agriculture & Farmers’ Welfare, Shri Narendra Singh Tomar, was also present on the
occasion.

Agriculture Infrastructure Fund

The Agriculture Infrastructure Fund is a medium - long term debt financing facility for investment in viable
projects for post-harvest management infrastructure and community farming assets through interest
subvention and credit guarantee. The duration of the scheme shall be from FY2020 to FY2029 (10 years).
Under the scheme, Rs. 1 Lakh Crore will be provided by banks and financial institutions as loans with interest
subvention of 3% per annum and credit guarantee coverage under CGTMSE scheme for loans up to Rs. 2
Crore. The beneficiaries will include farmers, PACS, Marketing Cooperative Societies, FPOs, SHGs, Joint
Liability Groups (JLG), Multipurpose Cooperative Societies, Agri-entrepreneurs, Startups, and Central/State
agency or Local Body sponsored Public-Private Partnership Projects.

PM-KISAN

The PM-KISAN scheme was launched in December 2018 to provide income support by way of a cash benefit
to all landholding farmers (subject to certain exclusion criteria) to enable them to fulfill their agricultural
requirements and support their families. Under the scheme, the financial benefit of Rs.6000/- per year is
provided to eligible beneficiary farmers in three equal installments.

A new dawn for the agriculture sector

These steps are the latest in a series of reforms taken by the Government of India under the guidance of the
Prime Minister. These measures will collectively herald a new dawn for the agriculture sector in India and
show the government’s commitment to championing the cause of ensuring the welfare and sustainability of
livelihoods for the farmers of India.

***

AM/AP
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Source : www.pib.gov.in Date : 2020-08-10

AGRICULTURE MECHANIZATION AND TECHNOLOGY
DIVISION TAKES VARIOUS INITIATIVES FOR
FARMERS’ WELFARE UNDER ATMA NIRBHAR
BHARAT ABHIYAAN/KRISHI

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

Agricultural Mechanization is one of the key drivers for sustainable development of agriculture
sector which helps in increasing production by timely farm operations, reducing losses, reducing
the cost of operations by ensuring better management of costly inputs. Mechanization also
enhances the productivity of natural resources and reduces drudgery associated with various
farm operations. Under the hash-tag #AtmaNirbharKrishi, created by Ministry of Agriculture
and Farmers’ Welfare, Government of India, initiatives taken by Agriculture Mechanization and
Technology Division are:       

 

In order to lay special emphasis towards promotion of agricultural mechanization in the country
and to bring more inclusiveness, Sub-Mission on Agricultural Mechanization (SMAM) had been
initiated since April 2014. In the year 2020-21, budget of Rs. 1033 crores have been provided for
the scheme, out of which Rs. 553 crores have been released to the State Governments.

 

Paddy straw burning is one of the major problems in the Northern Region of the country causing
environmental pollution. Paddy straw burning is currently practiced on a large scale in Punjab &
Haryana to clear the fields for Rabi Crop sowing because the time window available between the
harvesting of paddy crop and the sowing of next crops is very short (2-3 weeks). With an
objective to wean away farmers of this region from Crop Residue Burning, the scheme of CRM
(Crop Residue Management) was initiated since 2018 by Ministry of Agriculture & Farmers
Welfare, wherein, farmers are provided machinery for in-situ management of crop residue
through establishment of CHCs (Custom Hiring Centres). Individual farmers are also provided
subsidy for procurement of machinery. Total funds of Rs. 1178.47 crores were provided in the
year 2018-19 & 2019-20 to the States of Punjab, Haryana, UP and NCT. In the year 2020-21,
Rs. 600 crores has been provided in the budget for the Scheme and Rs.548.20 crores have
been released to the states well before time to ensure they can take up the activities in advance.

 

Ministry of Agriculture and Farmers Welfare has also developed a Multi lingual Mobile App
“CHC- Farm Machinery” which connects the farmers with Custom Hiring Service Centers
situated in their locality. This app is facilitating agricultural mechanization in the country by
encouraging small & marginal farmers to take machines on rental basis for agriculture practices
without them having to purchase the high priced such machines. The App has been further
modified and now has been given the acronym of “FARMS-app” (Farm Machinery Solutions-
app). The revised version is more user friendly and the scope of the app has also been
enhanced. 
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Pandemic of COVID has influenced the lives of people across the globe and India is no
exception to that. Farming activities and farmers also experienced the impact of this pandemic
as the COVID resulted in lock-down thereby influenced the movement of farm inputs including
farm machinery from one location to other. Lock- down came as a sudden shock for the farming
community when harvesting season for Rabi crops had just commenced. Migration of
agricultural labourers to their native places during the lockdown, suddenly created a shortage of
farm labourers. To mitigate the effect of shortage of farm labourers and to ensure the timely
harvesting of Rabi crops and uninterrupted supply of Farm implements and machinery,
Agriculture and Farmers Welfare Ministry in coordination with Ministry of Home Affairs,
Government of India, relaxed the following activities in Agricultural Machinery sector:

 

 

Pandemic of COVID has ramifying effects even in the lives of migrant labourers who basically
migrate temporarily to urban agglomerates in search of jobs. Migrant labourers in large numbers
migrated back to their native places due to lock-down and also due to the fear of future
uncertainties. Ministry of Agriculture and Farmers Welfare rose to the occasion to help such
migrant workers. With an objective to enhance their employment opportunities in their local
areas, a special drive for Skilling the Migrant Labourers in the field of agricultural machinery
under “Aatm Nirbhar Bharat Abhiyan/Krishi” has been initiated. Under this campaign, in-
house Skilling training programmes in 8 identified job roles/Qualification packs is being
organized at Farm Machinery Training and testing Institutes (FMTTIs) at Budni in Madhya
Pradesh and Hisar in Haryana. The first batch of the Training has already been started with 56
trainees from Madhya Pradesh at CFMTTI, Budni and 68 trainees from Rajasthan and Uttar
Pradesh at NRFMTTI, in Hisar. It was also crucial to institutionalize such initiative, therefore,
necessary guidelines for Skilling Programmes of migrant labourers have also been incorporated
in the operational Guidelines of Sub Mission On Agricultural Mechanization (SMAM). The copy
of Operational Guideline is available on the web portal http://farmech.dac.gov.in/

 

***

APS/SG

Agricultural Mechanization is one of the key drivers for sustainable development of agriculture
sector which helps in increasing production by timely farm operations, reducing losses, reducing
the cost of operations by ensuring better management of costly inputs. Mechanization also
enhances the productivity of natural resources and reduces drudgery associated with various
farm operations. Under the hash-tag #AtmaNirbharKrishi, created by Ministry of Agriculture
and Farmers’ Welfare, Government of India, initiatives taken by Agriculture Mechanization and
Technology Division are:       

 

In order to lay special emphasis towards promotion of agricultural mechanization in the country
and to bring more inclusiveness, Sub-Mission on Agricultural Mechanization (SMAM) had been
initiated since April 2014. In the year 2020-21, budget of Rs. 1033 crores have been provided for
the scheme, out of which Rs. 553 crores have been released to the State Governments.

 

http://farmech.dac.gov.in/
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Paddy straw burning is one of the major problems in the Northern Region of the country causing
environmental pollution. Paddy straw burning is currently practiced on a large scale in Punjab &
Haryana to clear the fields for Rabi Crop sowing because the time window available between the
harvesting of paddy crop and the sowing of next crops is very short (2-3 weeks). With an
objective to wean away farmers of this region from Crop Residue Burning, the scheme of CRM
(Crop Residue Management) was initiated since 2018 by Ministry of Agriculture & Farmers
Welfare, wherein, farmers are provided machinery for in-situ management of crop residue
through establishment of CHCs (Custom Hiring Centres). Individual farmers are also provided
subsidy for procurement of machinery. Total funds of Rs. 1178.47 crores were provided in the
year 2018-19 & 2019-20 to the States of Punjab, Haryana, UP and NCT. In the year 2020-21,
Rs. 600 crores has been provided in the budget for the Scheme and Rs.548.20 crores have
been released to the states well before time to ensure they can take up the activities in advance.

 

Ministry of Agriculture and Farmers Welfare has also developed a Multi lingual Mobile App
“CHC- Farm Machinery” which connects the farmers with Custom Hiring Service Centers
situated in their locality. This app is facilitating agricultural mechanization in the country by
encouraging small & marginal farmers to take machines on rental basis for agriculture practices
without them having to purchase the high priced such machines. The App has been further
modified and now has been given the acronym of “FARMS-app” (Farm Machinery Solutions-
app). The revised version is more user friendly and the scope of the app has also been
enhanced. 

 

Pandemic of COVID has influenced the lives of people across the globe and India is no
exception to that. Farming activities and farmers also experienced the impact of this pandemic
as the COVID resulted in lock-down thereby influenced the movement of farm inputs including
farm machinery from one location to other. Lock- down came as a sudden shock for the farming
community when harvesting season for Rabi crops had just commenced. Migration of
agricultural labourers to their native places during the lockdown, suddenly created a shortage of
farm labourers. To mitigate the effect of shortage of farm labourers and to ensure the timely
harvesting of Rabi crops and uninterrupted supply of Farm implements and machinery,
Agriculture and Farmers Welfare Ministry in coordination with Ministry of Home Affairs,
Government of India, relaxed the following activities in Agricultural Machinery sector:

 

 

Pandemic of COVID has ramifying effects even in the lives of migrant labourers who basically
migrate temporarily to urban agglomerates in search of jobs. Migrant labourers in large numbers
migrated back to their native places due to lock-down and also due to the fear of future
uncertainties. Ministry of Agriculture and Farmers Welfare rose to the occasion to help such
migrant workers. With an objective to enhance their employment opportunities in their local
areas, a special drive for Skilling the Migrant Labourers in the field of agricultural machinery
under “Aatm Nirbhar Bharat Abhiyan/Krishi” has been initiated. Under this campaign, in-
house Skilling training programmes in 8 identified job roles/Qualification packs is being
organized at Farm Machinery Training and testing Institutes (FMTTIs) at Budni in Madhya
Pradesh and Hisar in Haryana. The first batch of the Training has already been started with 56
trainees from Madhya Pradesh at CFMTTI, Budni and 68 trainees from Rajasthan and Uttar
Pradesh at NRFMTTI, in Hisar. It was also crucial to institutionalize such initiative, therefore,
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necessary guidelines for Skilling Programmes of migrant labourers have also been incorporated
in the operational Guidelines of Sub Mission On Agricultural Mechanization (SMAM). The copy
of Operational Guideline is available on the web portal http://farmech.dac.gov.in/

 

***

APS/SG
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Source : www.livemint.com Date : 2020-08-10

THE GEOGRAPHY OF GROWTH IN INDIA
Relevant for: Indian Economy | Topic: Issues relating to Planning & Economic Reforms

A more broad-based growth process will boost overall GDP in India, reduce regional disparities,
and generate jobs where they are needed most

One of the striking features of India’s growth boom since the 1980s has been the concentration
of economic activity in a handful of states. Roughly half of India’s gross domestic product (GDP)
came from just five states then, as it does now. Maharashtra, Uttar Pradesh, Tamil Nadu,
Karnataka, and Gujarat accounted for 47% of the country’s output in 2018-19. The same set of
states accounted for roughly the same share of the country’s output nearly four decades ago, in
1980-81.

While India’s ‘big five’ state economies may be similar in size, they are not all at the same stage
of development once we consider their per-capita incomes. Maharashtra is as affluent as
Vietnam while Uttar Pradesh is comparable to Nepal. The gap in per-capita incomes between
the richest and the poorest states has grown over the past few decades. As these pages have
pointed out earlier, at the beginning of the millennium, the per capita income of the five richest
states was 145% higher than that of the bottom five states. That difference rose to 289% in
2010-11, and further to 322% in 2018-19. India looks like a continent of diverse countries once
we map the per-capita incomes of each state to the closest comparable country.

Conventional economic theory suggests that poorer states should have grown faster during
India’s growth boom since the 1980s. Returns to investments tend to be higher in poorer
regions. Economists call this process “convergence" or the “catch-up effect". Even as India
managed to catch-up to some extent with the rest of the world, poorer states within India have
failed to play catch-up.

The changes in the way gross state domestic product (GSDP) figures are being calculated since
the change in methodology in 2014-15 may be responsible for accentuating the divergence
across states in recent years. But even if one considers the period upto 2013-14 and uses the
old GDP series, the story remains one of divergence rather than convergence.

The regional skew poses a big challenge for the country. But it also presents an opportunity. If
this divergence can be reversed, and the natural ‘catch-up’ process is allowed to play out, that
alone will provide a big thrust for India’s next growth surge. That growth surge will also be more
evenly balanced than the previous one.

Consider India’s growth journey over the 1980-2014 period. States such as Delhi, Gujarat,
Maharashtra, Haryana, and Tamil Nadu were the main engines of growth during this period
while states such as Bihar, Odisha, and Uttar Pradesh lagged behind.

If all Indian states had grown at the same rate since 1980 as the five fastest growing states (7.2
percent), India’s GDP per capita would have been close to $1,900 by 2014, 1.4 times higher
than the actual $1,347. India would have surpassed Vietnam which had a per capita income of
$1887 at the time.

A more broad-based growth process would also have generated jobs where they are needed the
most. According to Annual Survey of Industries (ASI) data for 2017-18, a majority of India's
factory jobs are clustered in Tamil Nadu, Maharashtra, Gujarat, Uttar Pradesh, and
Karnataka.The five states also account for a little less than half of all salaried jobs in India, the
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latest Periodic Labour force Survey (PLFS) data for 2018-19 shows.

The concentration of economic activity and jobs in a few states has meant that the most
populous states of the country are job-deficit states. Bihar, for instance, accounts for 7% of the
working-age population in the country (those aged 15-59 years, as per the last census). But it
accounts for less than 3% of salaried jobs and barely 1% of factory jobs. Even Uttar Pradesh
does not generate the number of jobs that it’s vast population requires even though it counts
among the top five largest state economies because of its sheer size. India’s most populous
state accounts for 15% of the country’s working age population but accounts for just 9% of
salaried jobs and barely 7% of factory jobs.

By driving hordes of migrant workers to their states of origin, the pandemic-induced lockdown
may have put the spotlight on India’s regional inequalities. But the regional skew has been a
long-running feature of India’s development journey.

Economists have argued that in the absence of state interventions to facilitate investments,
capital tends to move towards already developed regions. This partly explains why states such
as Maharashtra, Gujarat, and Tamil Nadu have outperformed other states since the 1980s.

“Private corporate investment is potentially highly mobile across states and is therefore likely to
flow to states which have a skilled labour force with a good 'work culture', good infrastructure...
and good governance generally," wrote the former Planning Commission chief, Montek S.
Ahluwalia in a 2000 Economic and Political Weekly article on the wide variation in growth
performance of states. What Alhuwalia wrote then remains true even today.

If laggard states are to catch up with richer ones, they will need heavier investments in both
physical and social infrastructure. Faster growth for the poorer states would give a fillip to the
country’s overall growth rates even while bringing down inequality. Such an inclusive growth
process would also help prevent the country’s economic fault lines from turning into deep
political chasms.

This is the concluding part of a four-part series on India’s growth challenge.The first part
examined how three decades of rapid growth have transformed the country , the second part
looked at India's growth measurement challenge, and the third part examined what India can
learn from Asia's growth miracles.
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AFTER THE HARVEST
Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

After having issued ordinances removing stockholding restrictions on major foodstuffs and
dismantling the monopoly of regulated mandis in the trading of farm produce, the Narendra Modi
government has launched a new Agriculture Infrastructure Fund. A financing facility for setting
up warehousing, cold chain, processing and other post-harvest management infrastructure, it
provides an interest subvention of 3 per cent on loans of up to Rs 2 crore for a maximum seven-
year period. The borrowers are mainly to be farmer producer organisations and primary
agricultural cooperative societies, with a targeted disbursement of Rs 1 lakh crore over the
current and next three fiscals. In order to make it attractive for banks, the loans would also have
government-backed credit coverage against defaults. All in all, a good scheme at least on paper.
No one can doubt the need for investments in produce shelf life extension and value addition.
Also, there can be nothing better than this infrastructure coming up closer to farms and
established farmer-owned institutions, thereby complementing the recent reforms that
essentially aim at improving producers’ realisations and their share in the consumer’s rupee.

But there’s a need to temper expectations. To start with, organisations such as the National
Horticultural Board are already providing credit-linked subsidy on capital investments in pre-
cooling units, controlled/modified atmosphere cold stores, reefer vans, ripening/curing chambers
and other such post-harvest infrastructure. There is no dearth today of cold stores in potatoes,
just as a lot of storage capacity, including low-cost scientifically-built on-farm structures, has
been created for onions under the Rashtriya Krishi Vikas Yojana. So why one more scheme, is a
natural question to ask. If at all, it would make sense to merge all existing schemes with the new
fund so as to better leverage government money.

Secondly, cold chains and agro-processing cannot be a panacea. More than three-fourths of
India’s sugarcane crop is “processed” by mills. Organised dairies, likewise, handle nearly a
quarter of the officially-estimated milk production. Many have even installed bulk coolers
allowing milk to be chilled “at source” in the village collection centres itself. But all that hasn’t
solved the problem of cane payment arrears or stopped the current crash in milk procurement
prices. The same goes for onions and potatoes. Being able to store certainly enables farmers to
harvest their crop, say, in March and make staggered sales till November to take advantage of
higher off-season rates. But again, it has not ended price volatility that ultimately benefits neither
producers nor consumers. The focus of policymakers during the first 40 years after
Independence was raising farm production. In the subsequent two decades, they started paying
more attention to agro-processing. The next revolution, especially in today’s age of surplus,
should be in crop planning and information dissemination to help farmers better align their
production decisions — what to grow and how much — to market demand.
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BOOSTING AGRICULTURAL INFRA - EDITORIALS -
HINDUSTAN TIMES

Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints
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On Sunday, Prime Minister Narendra Modi launched the Agriculture Infrastructure Fund (AIF), a
medium- to long-term infrastructure loan financing facility for enhancing post-harvest
infrastructure in India. The scheme is aimed at providing 1 lakh crore worth of loans for such
projects until 2029. The creation of a comprehensive post-harvest infrastructure in India can be
a game-changer in agriculture. Last year, Rameswar Teli, minister of state for food processing
industries, told the Lok Sabha that 16% of fruits and vegetables and up to 10% of cereals, oil
seeds and pulses are wasted in the country due to inadequate post-harvest infrastructure.

Most of the storage infrastructure in the country is not owned by farmers. This also means that
they are forced to sell their entire output at one go immediately after the harvest is over, and
when prices are low. Because AIF is trying to rope in farmers’ producers organisations (FPOs)
to build such infrastructure, it will hopefully also address this asymmetry and allow farmers to
dispose their produce in a phased manner to avail better returns. This will go a long way in
increasing the bargaining power of Indian farmers.

Laudable as the scheme is, its benefits will only accrue in the medium- to long-term. The
government must not lose sight of the immediate economic challenge of boosting growth and
incomes. Even before the Covid-19 crisis, the economy was caught in one of its worst
deceleration phases. The pandemic’s disruption has made matters worse. If the situation does
not revive, it is unlikely that FPOs and other intended beneficiaries of AIF loans will be
enthusiastic about committing to such investments. There is a growing consensus that the
economy needs a big fiscal push to boost economic sentiment — RBI’s Consumer Confidence
Survey (CCS) released last week shows that consumer confidence has plummeted to an all-time
low — and growth. The optics of Sunday’s announcement — AIF was approved by the Cabinet
a month ago, and the actual loan disbursal on Sunday was just 1,000 crore — is yet another
signal that the actual fiscal boost to the economy does not match the scale of this government’s
big-ticket announcements. This needs to change.
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INDIAN RAILWAYS FIXES MAJOR CONSTRAINT IN
RUNNING TRAINS WITH HOG TECHNOLOGY

Relevant for: Indian Economy | Topic: Infrastructure: Railways

Indian Railways in a bid to reduce its dependency on fossil fuel has started to equip its Linke
Hofmann Busch(LHB) coaches with 'Head on Generation' (HOG) system.

Under the HOG system electricity supply to run fans, lights, ACs and other on-board equipment
on coaches are powered by electric locomotive without need of running diesel generator.

With reduced requirement of on-board diesel generat set, released space in power car cum
guard van can be used for making compartment for differently abled person and additional
space for parcel. Such coaches are already under manufacture by railway coach factories and
expected in service very soon.

However for power supply arrangement in HOG rake from locomotive it is utmost important that
HOG system of rake and locomotive are fully functional and free from defect to avoid any
detention and inconvenience to passengers.

Since locomotive and coaching rakes are maintained at different locations hence combined
testing of HOG system is possible only when locomotive is attached to rake and in case of any
defect chances of train getting late increases.

Indian Railways' Electric locomotive shed Kanpur has now come up with an innovative solution
to overcome this constraint.

In a statment issued by the North Central Railway zone of Indian Railways it said," The Electric
locomotive shed Kanpur through provision of “test switch" in HOG circuitry which bypasses need
of rake being attached to loco to test functioning of HOG convertor. "

Through this innovative arrangement now locomotive HOG system can be tested independently
thus any possible defect can be rectified in time,"it further added.

North Central Railway zone is using HOG technology in 16 out of total 17 primary LHB rakes
and saving 75,000 liters diesel annually through reduced running of diesel generator sets.

Similarly,41 locomotives of North Central railway are fitted with HOG convertor to cater all HOG
rakes in different primary train on NCR including Prayagraj Express, Shramshakti Express,
Humsafar Express, Shatabdi Express, Chambal Express,etc.
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PM MODI TO ROLL OUT SCHEME THAT REWARDS TOP
INCOME TAXPAYERS

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

Prime Minister Narendra Modi will on Thursday roll out a programme to honour honest taxpayers
whom he has thanked in the past for helping the government finance its welfare programmes.

Modi will launch a “platform for transparent taxation—honouring the honest" by videoconference,
an initiative that will carry forward direct tax reforms, according to an official statement. The
programme will include schemes to honour honest taxpayers, explained a government official.

The Prime Minister has in the past acknowledged the role played by taxpayers on several
occasions even as he tried to make tax administration and delivery of benefits more transparent
with the idea that taxpayers can have the sense of satisfaction that they have contributed to
meeting the needs of the poor.

After his electoral victory in 2019 that gave him a second term in office, Modi said that,
according to him, only two castes existed in the 21st century India. One of them was of people
who want to come out of poverty and the other those who will lift the poor out of poverty. Modi
then said his government’s idea was to empower them both. In June, the PM thanked taxpayers
for helping to finance the humanitarian measures taken during the covid-19 pandemic and
farmers for helping to fill the granaries.

Last week, Union finance minister Nirmala Sitharaman said the Modi administration’s approach
to taxation will be based on trust and respect for the taxpayer and that schemes rolled out with
this philosophy will be scaled up. Mint reported on 3 June, 2019 that the government was
designing an unconventional plan to reward top income taxpayers, which could include an
invitation to tea with the finance minister or the prime minister, among other non-monetary
incentives. The idea is to make tax collection as painless as possible.

Besides Sitharaman and minister of state (MoS) for finance Anurag Thakur, officials, business
representatives and chartered accountants will attend the launch of the scheme on Thursday.

The Modi administration had earlier raised the surcharge on income tax to raise resources and
has rationalized the personal income tax structure to give relief to small taxpayers. Last
September, the government also lowered the corporate tax rate for businesses not availing any
tax incentives and for new manufacturing units.

“The focus of tax reforms has been on reduction in tax rates and on simplification of direct tax
laws. Several initiatives have been taken by the Central Board of Direct Taxes for bringing in
efficiency and transparency in the functioning of the income tax department," said the
government. The official statement also referred to steps taken to ensure that communications
from the department to taxpayers are properly authorized and documented.

This proposal signals an attempt to forge an emotional connect with the stakeholders,
corporates and taxpayers who are working toward making India self-reliant in the post-covid-19
world, said Aravind Srivatsan, partner at advisory firm Nangia Andersen LLP. “Tax legislation is
riddled with penal provisions against non-compliant and dishonest taxpayers which have
amplified over the years. For the first time, an attempt is made to honour honest taxpayers and
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this should form part of the government’s promise to implement a taxpayer charter," said
Srivatsan.
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1 LAKH LOANS SANCTIONED FOR STREET VENDORS
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

The PM SVANidhi scheme provides street vendors working capital loans.  

The Union Housing and Urban Affairs Ministry on Wednesday said over 5 lakh applications had
been received under the PM Street Vendor’s AtmaNirbhar Nidhi (PM SVANidhi) scheme for
street vendors since it started on July 2 and 1 lakh loans had been sanctioned already.

Economic relief package

The scheme, which was a part of the government’s economic relief package announced in the
wake of the COVID-19 pandemic, gives street vendors working capital loans of up to Rs. 10,000
to be paid back in one year.

The MoHUA statement said the scheme was meant to benefit 50 lakh street vendors across the
country resume work after the lockdown.
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RBI MANDATES SYSTEM-BASED ASSET
CLASSIFICATION FOR UCBS

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

System-based asset classification refers to asset classification (downgrading as well as
upgrading) carried out by computerized systems of a bank in an automated manner

The Reserve Bank of India (RBI) on Wednesday asked urban co-operative banks (UCBs) with
assets of 2,000 crore or more to implement system-based asset classification from 30 June
2021.

System-based asset classification refers to asset classification (downgrading as well as
upgrading) carried out by computerized systems of a bank in an automated manner.

“In order to improve the efficiency, transparency and integrity of the asset classification process,
it has been decided to implement system-based asset classification in urban co-operative banks
(UCBs)," RBI said in a notification.

It said that UCBs with assets of 1,000 crore or above but less than 2,000 crore as on 31 March
2020, having self-assessed themselves as being under “Level III or Level IV" on comprehensive
cyber security framework for UCBs shall implement it from 30 September 2021.

“For smooth implementation of the system, all concerned UCBs may conduct pilot/parallel run
and evaluate the results for accuracy/integrity of the asset classification in compliance with the
applicable RBI instructions so as to ensure that they are ready for implementation of the system-
based asset classification from the appointed date," RBI said.

According to the central bank, urban cooperative banks not meeting the criteria are also
encouraged to voluntarily implement the system-based asset classification in their own interest.

In March, RBI had lowered the single borrower and group exposure limit for urban cooperative
banks (UCBs) to 15% and 25% of tier I capital, respectively, to reduce concentration risks
arising out of such large loans. Existing norms allowed 15% for single borrowers and 40% to
group exposures of a bank’s total capital, including tier I and tier II capital.

UCBs came into focus in September 2019, when RBI put severe curbs on Punjab and
Maharashtra Cooperative (PMC) Bank, including cash withdrawals, amid a probe into
accounting lapses.
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JAMMU TO DELHI IN 6 HOURS! DELHI-KATRA
EXPRESSWAY TO BE COMPLETED BY 2023

Relevant for: Indian Economy | Topic: Infrastructure: Roads

The travel time from Katra to Delhi will now be reduced to around six and half hours and from
Jammu to Delhi to just about six hours when the Katra- Delhi Express Road Corridor becomes
operational, said Union Minister Dr Jitendra Singh. He further added that the work has started on
the Katra- Delhi Express Road Corridor which will be ready by 2023. Scheduled to be completed
within a timeline of three years, he said, the road corridor will prove to be a path-breaking
revolution in promoting industry and investments in the entire region.

According to Dr Jitendra Singh, once this Expressway becomes functional, people will prefer to
travel to Delhi by road instead of undertaking a journey by train or by Air.

Five things to know about the Katra- Delhi Express Road Corridor:

1) The hallmark of this road corridor is that it will connect the holy cities of Katra and Amritsar.

2) Katra- Delhi Express Road Corridor will also offer connectivity for some other major important
religious shrines between the two destinations, he said.

3) Dr Jitendra Singh said that Katra- Delhi Express Road Corridor is estimated to cost over
35,000 crores.

4) The important cities through which this Expressway Corridor will pass include Jammu and
Kathua in J&K, and Jalandhar, Amritsar, Kapurthala and Ludhiana in Punjab.

5) Dr Jitendra Singh, who is a Member of Parliament (Lok Sabha) representing Katra Vaishno
Devi, had been pursuing this project since 2015.
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GOOD STEPS ON TAX
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &

Black Money incl. Government Budgeting

On Tuesday, Prime Minister Narendra Modi launched the “Transparent Taxation — Honouring
the Honest” platform, unveiling a raft of measures that aim to ease the compliance burden and
reward honest taxpayers. Broadly, the three pillars of the platform are faceless assessment and
appeal, to eliminate the physical interface between the tax department and the taxpayer, and a
Taxpayers’ Charter that delineates the rights as well as obligations of the taxpayer. In a country
with a high degree of complexity of the tax system, which often comes in the way of compliance,
the attempt to make it “seamless, painless and faceless” is welcome.

The income tax department is often accused of being overzealous in its pursuit of meeting the
budgeted tax collection targets. This often translates to assessing officers raising unreasonable
demands which leads to tax disputes and long drawn out litigation. As the Comptroller and
Auditor General of India (CAG) noted in the compliance audit of the Department of Revenue-
Direct Taxes of the Union Government in 2019, “assessing Officers (AOs) committed errors in
the assessments ignoring clear provisions in the Act”, adding that “the existing scrutiny
assessment procedure is opaque”. The extent of the problem is quite severe. According to the
Union budget 2020-21, Rs 8.02 lakh crore of “amounts under dispute” relate to direct taxes. Of
these, around 40 per cent have been pending for more than two years. As per the data, 3.41
lakh cases related to direct taxes were pending before commissioner (appeal), while 92,205
cases were pending before the Income Tax Appellate Tribunal (ITAT) as on March 31, 2019.
What is even more striking is that the success rate of the tax department in these cases is very
low. According to the Economic Survey 2017-18, the success rate of the tax department in tax
cases at all levels of appeal — the appellate tribunals, the high court and the Supreme Court —
is less than 30 per cent. Thus, shifting to a framework of faceless assessment and appeal —
some of these steps have been in the works for some time — is a step in the right direction.
Measures like automated random allocation of cases, randomly allotting appeals to any officer in
the country, and ensuring the officer’s anonymity, could help reduce litigation and end taxpayer
harassment.

The prime minister also launched a Taxpayers’ Charter, signalling an attempt to bridge the trust
deficit between the tax payer and the tax department. However, there will be challenges with
enforceability. The rights of taxpayers will need to be clearly defined, and be binding on the tax
department. But at a broader level, there is a need to reassess and reconfigure the working of
the tax department by building capabilities to check tax evasion, and widen the tax base, while
at the same time discouraging unreasonable tax demands, and curbing litigation.
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HOW INDIA CAN BOOST SOCIAL IMPACT INVESTING
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

BENGALURU : A stock exchange is meant to create an ecosystem for trading investment
instruments. The participants in the exchange make profits (or losses) by betting on a particular
investment in the hope of it providing a better return. It is an important institution in the for-profit
world providing feedback on how firms are perceived on their capacity to generate returns.

Now, India has announced its intent to bring this well-established, market-based concept to the
nascent world of social impact investing. In the previous Union budget, finance minister Nirmala
Sitharaman proposed the idea of setting up a social stock exchange (SSE). This was followed
up by the Securities and Exchange Board of India (Sebi), which set up a working group to look
into the idea. That report has now been put up in the public domain and has been available for
feedback and comments. With the time for submitting feedback having been extended twice, the
current deadline is 15 August.

In this backdrop, it may be important to take a deeper look at the idea and the issues around the
idea. As of 2017, McKinsey estimated that the cumulative investments in the social sector
(impact investments) stood at $5.2 billion. This is an emerging area, where funds operating on
market principles are possibly crowding out the old-fashioned grants for projects of social
intervention.

The prevailing system of stock exchanges, rating agencies, analysts and the ecosystem around
the markets measure and interpret primarily one thing—the returns generated on investments. Is
this idea worth replicating in the social world? Can it be replicated where ‘purpose’ is ahead of
profits?

Both commercial and social enterprises require a scarce resource: Capital. While the
commercial enterprise promises a unifocal reward of generating returns on capital, the returns
that a social enterprise promises are necessarily social, working towards greater equity, and a
more just and sustainable world. How can we apply the principles of a market to enterprises that
are supposed to correct the failure of the market system and deal with problems created by
markets, which tend to promote and rely on self-interested behaviour?

The idea of creating a market has a natural, instinctive appeal but carries a paradox. The
strongest supporters of markets agree that markets have contributed towards economic
inequality, environmental degradation, the weakening of communities and, as the current
pandemic reminds us, fragile public systems—the root causes of many of the challenging social
problems we encounter. So, with these limitations, can we bring market instruments judiciously
to tackle social problems; identify and support organisations that negotiate the tensions of
generating profits, especially when ‘purpose’ is placed at a higher pedestal?

Distinguishing social firms

India is not the first country to be experimenting with the idea of an SSE. Attempts have been
made in Brazil (BOVESPA), Canada, Portugal, Singapore, South Africa (SASIX) and the United
Kingdom. While the idea is much extolled, there is surprisingly little information on how it has
actually worked. From what is available publicly, the privately-run Impact Investment Exchange
(Asia) (IIX), based out of Singapore, is a “crowdfunding platform" which has issued debt under a
series called Women’s Livelihood Bonds.

https://www.livemint.com/topic/nirmala-sitharaman
https://www.livemint.com/topic/nirmala-sitharaman
https://www.livemint.com/Search/Link/Keyword/Sebi


Page 65

cr
ac

kIA
S.co

m

Likewise, the Oxford-based Ethex, run by a small non-profit organisation, has been described as
a “model for understanding that social stock exchanges are feasible with the will of philanthropy,
for a limited segment offering limited services and certainly not going as far as being regulated
like a traditional stock exchange."

Empirically, the idea of SSE has failed or at best functioned in ways not different from existing
platforms and that too at small scale. This does not foreclose a possibility of future success but
points to the need for more critical thinking.

Defining social enterprises is tricky, but regulations rest on definitions, measurements,
compliance and verification. Structuring an enterprise on the market system and adding a label
“social" on top does not suffice. We need a sharper distinction. The signals and commitments
under a distinct regulatory oversight allow the enterprises an entry in sensitive domains and the
ability to avail tax benefits.

For instance, the not-for-profit organisations (NPOs) are legally prevented from distributing any
“residual earnings" to contributors of capital. In voluntarily tying their hands up, they signal their
commitment to their purpose over promoters’ financial interest. In the case of a social
business—a concept being popularised by Bangladeshi social entrepreneur Muhammad
Yunus—the signalling is in the form of the promoters not taking anything out of the enterprise
beyond the nominal value of investments and a one-time premium of 20% without consideration
of the time value of money.

Cooperatives the world over move away from the primacy of capital towards “patronage" or
usage of the critical service. The capital is rewarded on a pre-contracted basis and is not treated
as resources that gets residues. This is similar to interest payment on debt instruments.

The Community Interest Companies (CIC) in the UK similarly set a limit on the share of profits
that can be redistributed to shareholders, hardcoding a balance between competing interests.

The most significant intervention in trying to create a distinct ecosystem for differentiated
enterprises is by B Labs which is working on a new form of incorporation as a Benefit
Corporation (B-Corp). This experiment creates an elaborate system of incorporation and
certification of a B-Corp. Several states in the US have passed the B-Corp law and provide tax
benefits.

There is a legislative and regulatory framework defining a B-Corp, an architecture for measuring
performance and certification. Even as this system evolves, there are problems. The pre-defined
B-Corps migrate and list as regular enterprises and give up their certification. The initial
commitments made to the purpose are not valid any longer and raise questions about mission
drift.

The Sebi attempt

In the Indian context, the Sebi working group report on SSE has created a buzz. Ideally, the
SSE should standardize information, create a better ecosystem and bring in more funds into the
social sector. The report offers NPOs and for-profit enterprises (FPEs) a platform to list
themselves as social enterprises in a “market" that promotes social impact. The potential
benefits include access to financial instruments and tax incentives.

The report moves the conversation on the social sector ahead, but does not recognize the
tensions and fails to suggest adequate checks and balances. The SSE conceived by the report
is more a registry than an exchange. The details for a constructive engagement are absent,
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leaving the role of Sebi itself ambiguous. For instance, the report advises against the “immediate
creation of a regulator for social enterprises, for social reporting, or for social auditors"(p.24).
Other regulatory dimensions are vague, creating regulatory arbitrage and legitimising
profiteering in social sectors. This platform need not create the next “unicorn" but should
facilitate long-term sticky investments that create social and public value.

The report highlights that every enterprise has an impact—positive or negative. Do we need a
separate dispensation for organisations creating a positive social impact but delivering market-
level returns and could be in the mainstream? We believe no, and certainly not tax benefits.

Organisations that merit special dispensation for targeted investments are the ones that work for
a cause and are unable to provide returns; where investors are happy with the “cause". How do
we identify and distinguish organisations committed to a social purpose without financially
rewarding those who may try to gain from just the label? In not defining the distinguishing
behaviour or signalling of “social" in a social enterprise, Sebi’s attempt leaves much ambiguity.
The unwillingness of the working group to define a social enterprise is problematic. We need to
start with an unambiguous hard code and be responsive to innovations rather than relying on
hard-to-interpret voluntary declarations.

The report suggests verified and certified information sharing as per a proposed framework
without any tests on long-term measures of their commitment to the social sector, suggesting
that any organisation willing to bear the costs of meeting reporting requirements could be a self-
declared social enterprise. Usually, enterprises working on large social problems and difficult
sectors are already stressed for resources, constantly measured, and penalised for having non-
programmatic expenses by their funders. This framework adds more to the (non-programmatic)
compliance costs. While the report suggests providing funds to assist in capacity building, it is
unclear how the organisations will be selected.

Looking ahead

Clear Distinction between NPO and FPEs: The objectives and instruments available to NPOs
and FPEs are very different and so are current governing standards. It would serve the interests
of both forms of organisations and their supporters to keep them in separate exchanges, with
different reporting standards. We do not need the threat of implicit (and unfair) comparisons. In
fact, the FPEs may as well be listed on the main stock exchanges as an independent category.

Measuring Practices, Setting Standards: Experience shows that even while desirable, the
measurement of social impact is horribly expensive and notoriously difficult. The report hopes
that this can be resolved by developing the social ecosystem in India. If this were true, countries
with better ecosystems would have resolved this, but they have not. Besides issues of
measurement, issues of values need to be resolved in assessing social impact. For instance,
Ducks Unlimited claims “$235+ million in total revenues and conservation of more than 14.5
million acres in North America since its inception in 1937", but the twist in the tale is that the
organization’s primary supporters are duck hunters.

What might work are measures aligned with the values that the SSE promotes but also reflective
of the organisation’s operations, internal processes, practices and governance structures. These
could include ownership patterns, caps on the share of profits distributed, remuneration ratios
and rules for decision making. In addition, some oversight on investors themselves on these
measures would help keep the impatient ones out. For these measures to have teeth, standards
will have to be specified. If organisations are expected to report on “compensation ratio of
highest-paid and lowest-paid employee", then specifying a standard to be adhered would help
organisations signal their values and commitment.
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Avoiding Conflict of Interest: The potential beneficiaries from the creation of an SSE also
include intermediaries that will get into the business of verification and certification. While
marketising the field is about signalling efficiency, specialised certification adds significant costs.
The gains of marketising may get nullified by the cost of certification. Be that as it may, we need
to identify professionals who understand the social sector well enough to certify and not reduce
it to a site of profit mining. The report talks about minimum reporting standards suggesting “if the
SE is an FPE, it must have received funding from any one or more of the impact investors who
are members of the Impact Investors Council" (p.49) to be eligible for listing. Investors getting
the power of listing is not good and this should be de-mutualised.

Seeking inspiration outside the for-profit world: The significant challenges faced during the covid
has highlighted that while there is a lot of expertise as well as fearless commitment in the private
sector, aligning the interests of private hospitals, schools and the pharma industry to larger
public interests is a complex and daunting task. Unfortunately, the language, idiom, instruments
and instrumentalities in the design of the SSE comes primarily from the for-profit world. A bulk of
the recommendations consequently speak less to the functioning of the SSE and more to
creating an ecosystem for the flow of funds from the for-profit investment world to the social
enterprise world. The report describes the Indian social sector as “early in its development",
ignoring the significant contributions of organisations like Amul and Aravind Eye Care that have
been internationally cited as leading examples of social enterprises.

The omissions suggest the need for a more diverse and representative group to engage with
local and global experiences of Social Business, B-Corps, Community Investment Companies,
cooperatives and farmer producer organisations, and beyond the for-profit sector. We do hope it
would help the SSE realise its aspiration of becoming an instrument for transformative change in
the social sector.

Ankur Sarin is an assistant professor in the at IIM-Ahmedabad and M.S. Sriram is a faculty
member at IIM Bangalore
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INDIA RANKS FIRST IN NUMBER OF ORGANIC
FARMERS AND NINTH IN TERMS OF AREA UNDER
ORGANIC FARMING; MAJOR ORGANIC EXPORTS
FROM INDIA ARE FLAX SEEDS, SESAME, SOYBEAN,
TEA, MEDICINAL PLANTS, RICE AND PULSES

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

The growth story of organic farming is unfolding with increasing demand not only in
India but also globally. In a world battered by the COVID pandemic, the demand for
healthy and safe food is already showing an upward trend and hence this is an
opportune moment to be captured for a win-win situation for our farmers, consumers
and the environment.

India ranks first in number of organic farmers and ninth in terms of area under organic
farming. Sikkim became the first State in the world to become fully organic and other
States including Tripura and Uttarakhand have set similar targets. North East India
has traditionally been organic and the consumption of chemicals is far less than rest
of the country. Similarly the tribal and island territories are being nurtured to continue
their organic story.

With the aim of assisting farmers to adopt organic farming and improve
remunerations due to premium prices, two dedicated programs namely Mission
Organic Value Chain Development for North East Region (MOVCD) and
Paramparagat Krishi Vikas Yojana (PKVY) were launched in 2015 to encourage
chemical free farming. With the simultaneous thrust given by the Agri-export Policy
2018, India can emerge as a major player in global organic markets. The major
organic exports from India have been flax seeds, sesame, soybean, tea, medicinal
plants, rice and pulses, which were instrumental in driving an increase of nearly 50%
in organic exports in 2018-19, touching Rs 5151 crore. Modest commencement of
exports from Assam, Mizoram, Manipur and Nagaland to UK, USA, Swaziland and
Italy have proved the potential by increasing volumes and expanding to new
destinations as the demand for health foods increases.

Certification is an important element of organic produce to instill customer confidence.
Both PKVY and MOVCD are promoting certification under Participatory Guarantee
System (PGS) and National Program for Organic Production (NPOP) respectively
targeting domestic and exports markets. The Food Safety and Standards (Organic
Foods) Regulations, 2017 are based on the standards of NPOP and PGS. The
consumer should look for the logos of FSSAI, Jaivik Bharat / PGS Organic India on
the produce to establish the organic authenticity of the produce. PGS Green is given
to chemical free produce under transition to ‘organic’ which takes 3 years.

About 40,000 clusters are being assisted under PKVY covering an area of about 7
lakh ha. MOVCD has brought in its fold 160 FPOs cultivating about 80,000 ha. For
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these clusters to become sustainable, it is important that henceforth market led
production starts in a contract farming mode, so that there is a ready market for the
produce and industry also gets the desired quality and quantity when required. This is
being pursued in right earnest with bulk buyers including the phtyo extracts industries.
The commodities with highest potential include ginger, turmeric, black rice, spices,
nutri cereals, pineapples, medicinal plants, buckwheat, bamboo shoots, etc. Supplies
have started from NER including for Mother Dairy from Meghalaya, Revanta Foods
and Big Basket from Manipur. Number of instances of farmer groups setting up
markets in RWAs and selling directly is increasingly becoming common especially in
Maharashtra and Karnataka where fresh organic produce is lapped up by the
urbanites and farmers get a better bargain with no intermediaries. The presence of
aggregators is imperative to bring about economies of scale for the small and
marginal farmers. Hence the concept of market led One district - One product is being
encouraged, as also development of more clusters in the vicinity of bigger towns
where the appetite for organics will be much more.

When the pandemic struck India, access to quality food was as high on priority for the
country as much as health. Advisories to States on supporting direct marketing in
order to decongest mandis led to number of States issuing orders and amending
legislations, thereby opening up market options to farmers. Working within the
constraints posed due to disruption in logistics, access to regular markets, decrease
in demand, number of States and clusters innovated and converted this crisis into an
opportunity. The Green Caravan of Kohima created market linkages from all villages
of Nagaland to urban areas for vegetables, handicrafts and handlooms
(www.instamojo.com). There was online sale of fruits and vegetables by FPOs in
Maharashtra and doorstep delivery in specially designed electric vans in Punjab.
Manipur Organic Agency (MoMA) mobilised all the 15 FPCs of MOVCD to collect
produce and transport to two organic wholesale centers at Sanjenthong and
Chingmeriong in Imphal for onward delivery to consumers.

The organic e-commerce platform www.jaivikkheti.in is being strengthened for directly
linking farmers with retail as well as bulk buyers. Infusion of digital technology in a
much bigger way has been a major takeaway during the pandemic period and is a
welcome norm here to stay, saving in expenses on travel, logistics, etc while not
compromising in any way on the quality of information sharing. In fact, video
conferencing and webinars makes possible outreach with many more in the field, with
minimum disruption in their works too and which was not possible in physical
meetings. The NER States also participated in a webinar on Integrated Organic
Farming models developed by ICAR, for increasing productivity, integrated nutrient
and pest management and hence increase in farmers’ income. Video conferences
are being held to understand the issues being faced by companies and strengthen
the conversations with States and Regional Councils responsible for handholding
clusters and in the process new partnerships are being forged for direct procurement
from the farmers/farmer groups. 

Natural farming is not a new concept in India, with farmers having tilled their land
without the use of chemicals - largely relying on organic residues, cow dung,
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composts, etc since time immemorial. The philosophy underlying organic farming of
integration of the elements – soil, water, microbes and ‘waste’ products, forestry and
agriculture is the correct recipe for sustainable use of natural resources, which are
coming under severe stress due to ever increasing requirement of food and feedstock
for agri based industry. This is also in sync with the Sustainable Development Goal 2
targeting ‘end hunger, achieve food security and improved nutrition and promote
sustainable agriculture’.

Hence with greater awareness and capacity building of the producers on compliance
with international standards, Indian organic farmers will soon be reinforcing their
rightful place in global agri trade.

****
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The growth story of organic farming is unfolding with increasing demand not only in
India but also globally. In a world battered by the COVID pandemic, the demand for
healthy and safe food is already showing an upward trend and hence this is an
opportune moment to be captured for a win-win situation for our farmers, consumers
and the environment.

India ranks first in number of organic farmers and ninth in terms of area under organic
farming. Sikkim became the first State in the world to become fully organic and other
States including Tripura and Uttarakhand have set similar targets. North East India
has traditionally been organic and the consumption of chemicals is far less than rest
of the country. Similarly the tribal and island territories are being nurtured to continue
their organic story.

With the aim of assisting farmers to adopt organic farming and improve
remunerations due to premium prices, two dedicated programs namely Mission
Organic Value Chain Development for North East Region (MOVCD) and
Paramparagat Krishi Vikas Yojana (PKVY) were launched in 2015 to encourage
chemical free farming. With the simultaneous thrust given by the Agri-export Policy
2018, India can emerge as a major player in global organic markets. The major
organic exports from India have been flax seeds, sesame, soybean, tea, medicinal
plants, rice and pulses, which were instrumental in driving an increase of nearly 50%
in organic exports in 2018-19, touching Rs 5151 crore. Modest commencement of
exports from Assam, Mizoram, Manipur and Nagaland to UK, USA, Swaziland and
Italy have proved the potential by increasing volumes and expanding to new
destinations as the demand for health foods increases.

Certification is an important element of organic produce to instill customer confidence.
Both PKVY and MOVCD are promoting certification under Participatory Guarantee
System (PGS) and National Program for Organic Production (NPOP) respectively
targeting domestic and exports markets. The Food Safety and Standards (Organic
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Foods) Regulations, 2017 are based on the standards of NPOP and PGS. The
consumer should look for the logos of FSSAI, Jaivik Bharat / PGS Organic India on
the produce to establish the organic authenticity of the produce. PGS Green is given
to chemical free produce under transition to ‘organic’ which takes 3 years.

About 40,000 clusters are being assisted under PKVY covering an area of about 7
lakh ha. MOVCD has brought in its fold 160 FPOs cultivating about 80,000 ha. For
these clusters to become sustainable, it is important that henceforth market led
production starts in a contract farming mode, so that there is a ready market for the
produce and industry also gets the desired quality and quantity when required. This is
being pursued in right earnest with bulk buyers including the phtyo extracts industries.
The commodities with highest potential include ginger, turmeric, black rice, spices,
nutri cereals, pineapples, medicinal plants, buckwheat, bamboo shoots, etc. Supplies
have started from NER including for Mother Dairy from Meghalaya, Revanta Foods
and Big Basket from Manipur. Number of instances of farmer groups setting up
markets in RWAs and selling directly is increasingly becoming common especially in
Maharashtra and Karnataka where fresh organic produce is lapped up by the
urbanites and farmers get a better bargain with no intermediaries. The presence of
aggregators is imperative to bring about economies of scale for the small and
marginal farmers. Hence the concept of market led One district - One product is being
encouraged, as also development of more clusters in the vicinity of bigger towns
where the appetite for organics will be much more.

When the pandemic struck India, access to quality food was as high on priority for the
country as much as health. Advisories to States on supporting direct marketing in
order to decongest mandis led to number of States issuing orders and amending
legislations, thereby opening up market options to farmers. Working within the
constraints posed due to disruption in logistics, access to regular markets, decrease
in demand, number of States and clusters innovated and converted this crisis into an
opportunity. The Green Caravan of Kohima created market linkages from all villages
of Nagaland to urban areas for vegetables, handicrafts and handlooms
(www.instamojo.com). There was online sale of fruits and vegetables by FPOs in
Maharashtra and doorstep delivery in specially designed electric vans in Punjab.
Manipur Organic Agency (MoMA) mobilised all the 15 FPCs of MOVCD to collect
produce and transport to two organic wholesale centers at Sanjenthong and
Chingmeriong in Imphal for onward delivery to consumers.

The organic e-commerce platform www.jaivikkheti.in is being strengthened for directly
linking farmers with retail as well as bulk buyers. Infusion of digital technology in a
much bigger way has been a major takeaway during the pandemic period and is a
welcome norm here to stay, saving in expenses on travel, logistics, etc while not
compromising in any way on the quality of information sharing. In fact, video
conferencing and webinars makes possible outreach with many more in the field, with
minimum disruption in their works too and which was not possible in physical
meetings. The NER States also participated in a webinar on Integrated Organic
Farming models developed by ICAR, for increasing productivity, integrated nutrient
and pest management and hence increase in farmers’ income. Video conferences
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are being held to understand the issues being faced by companies and strengthen
the conversations with States and Regional Councils responsible for handholding
clusters and in the process new partnerships are being forged for direct procurement
from the farmers/farmer groups. 

Natural farming is not a new concept in India, with farmers having tilled their land
without the use of chemicals - largely relying on organic residues, cow dung,
composts, etc since time immemorial. The philosophy underlying organic farming of
integration of the elements – soil, water, microbes and ‘waste’ products, forestry and
agriculture is the correct recipe for sustainable use of natural resources, which are
coming under severe stress due to ever increasing requirement of food and feedstock
for agri based industry. This is also in sync with the Sustainable Development Goal 2
targeting ‘end hunger, achieve food security and improved nutrition and promote
sustainable agriculture’.

Hence with greater awareness and capacity building of the producers on compliance
with international standards, Indian organic farmers will soon be reinforcing their
rightful place in global agri trade.

****
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Source : www.livemint.com Date : 2020-08-14

PM UNVEILS FACELESS INCOME TAX SCRUTINY,
TAXPAYER CHARTER. WHAT EXPERTS SAY

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

Modi urged people to pay their due taxes and contribute to nation building

Prime Minister Narendra Modi on Thursday launched a programme to honour honest income tax
payers in the country. PM Modi unveiled faceless tax scrutiny and appeal and urged people to
pay their due taxes and contribute to nation building.

Modi also announced that Income Tax department will adopt a 'taxpayer charter' which outlines
rights and responsibilities of both tax officers and taxpayers.

Launching the platform 'Transparent Taxation – Honoring the Honest', Modi said the department
will start faceless appeals from September 25.

Here's what experts are saying on the govt's recent move:

Easing compliance for all taxpayers

The PM has laid down an excellent vision of completely faceless assessments and also soon to
be launched faceless appeals. The new taxpayers charter is based on easing compliance for all
taxpayers and we welcome the initiative.

However, the policy announcements must also reflect in the functioning of tax administration, tax
officers need to be trained and focus needs to shift from merely raising tax orders to supporting
taxpayers and truly streamlining assessments. - Archit Gupta, Founder and CEO - ClearTax.

Address concerns around aggressive approach of authorities

The taxpayer's charter seeks to address concerns around the aggressive approach of tax
authorities and harassment faced by honest taxpayers. Tax collections would only increase with
a more taxpayer-friendly approach as against an adversarial approach, where taxpayers fear
being slapped by high penalties etc.

A change in the approach adopted by tax authorities would also go a long way in contributing to
ease of doing business in India and also boost foreign investments into India. - Indruj Rai,
Partner, Direct Tax.

Taxpayer should not be denied an opportunity to be heard

The structural reforms implemented today, as were codified in law pursuant to Finance Act
2018, are in the right direction. Hope these measures will help in confidence building between
the taxpayer and the tax department. However, the Government must be careful that in the want
to cut discretion, a taxpayer should not be denied an opportunity to be heard or be able to
present facts that could impact the decision of the assessing officer or the appellate authorities.

The general experience with faceless assessment thus far has been satisfactory, also because
on critical matters you could seek personal hearing to articulate facts and technical arguments

https://www.livemint.com/news/india/pm-modi-launches-drive-to-make-taxation-fairer-and-taxpayers-fearless-11597298708894.html
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before the authorities. Tax scrutiny must be allocated basis expertise and not “randomly"; this
will aid reduction in unnecessary tax litigation owing to lack of knowledge of industry specific
nuances. - Ritesh Kumar, Executive Director, IndusLaw.

Intention noble but implementation key

"The intention behind faceless appeals is certainly noble but the implementation would be the
key to ensure all steps are taken to achieve the desired objective of reducing harassment. Also,
the taxpayer should still have the comfort that he is being fully heard on his point and the
authority is yet approachable, especially in sophisticated cases, which otherwise involve several
hearings and representations to convince the authorities." - Indruj Rai, Partner, Khaitan & Co
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WHAT IS FACELESS INCOME TAX ASSESSMENT
SCHEME? KEY THINGS TO KNOW

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

Prime Minister Narendra Modi in his video conference on 'Transparent Taxation - Honoring the
Honest' announced to launch Faceless Assessment, Faceless Appeal and Taxpayers Charter.
While Faceless Assessment and Taxpayers Charter will come in force from today, Faceless
Appeal will be available from September 25.

Under the Faceless Appeals system introduced by the government, appeals will be randomly
allotted to any officer across the country and the identity of the officer deciding the appeal will
remain unknown. Further, decisions will be team-based.

"Till now, all tax-related matters in a city are dealt by Income Tax department of that city, IT
officers of that city play main role. Now on, using technology, scrutiny will be done by a randomly
chosen IT officer anywhere in the country," said PM.

Here are the features of Faceless Appeals System:

Exceptions to Faceless Appeal

The exceptions to the Faceless Appeal includes, serious frauds, major tax evasion, sensitive
and search matters. The system also excludes international taxation and Black Money Act &
Benami Property.

Narendra Modi during his video conference said the goal is to make the system of filling ITR,
seamless, painless and faceless.

PM also urged the citizens to be responsible and pay their taxes.

"Amidst all these efforts, the number of people filing income tax returns has increased by about
two and a half crores in the last 6-7 years. But it is also true that in a country of 130 crores it is
still very less," said the Prime Minister.

"Out of all the tax returns in the year 2012-13, there was scrutiny of 0.94%. In the year 2018-19,
this figure has come down to 0.26%. This indicates that the scrutiny of the case has reduced by
almost 4 times," PM added.
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ARE GI TAGS THE BOOST THAT INDIGENOUS RICE
NEEDS?

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

While a GI tag brings recognition to rice varieties on the verge of extinction, much more is
needed to truly make a difference to the lives of paddy farmers

The range of products with Geographical Indication (GI) tags in India is rich and diverse—from
Darjeeling tea, Karbi Anglong ginger, Coorg orange and Mysore betel nut to Allahabad Surkha
Guava and Monsooned Malabar Arabica Coffee. But the one crop that comes up repeatedly is
rice, with nearly 16-17 varieties on the list. Rice is represented, for instance, in the form of
Navara, Palakkadan Matta and Pokkali from Kerala, Uttar Pradesh’s Kalanamak, Maharashtra’s
Ajara Ghansal and Ambemohar, Assam’s Joha saul and West Bengal’s Gobindobhog and
Tulaipanji.

In April, Chak-Hao rice became the latest addition to the list of 370 products certified by the
Union government’s GI registry, established in 2003. This fragrant, glutinous rice, pitch black in
colour, has been an integral part of ceremonial feasts in Manipur for centuries., and is either
eaten plain or combined with milk to make a pudding. It is also a great source of anthocyanins, a
powerful antioxidant.

While the news of more and more rice varieties getting GI tags is heartening, one wonders if this
is actually the shot in the arm that indigenous paddy needs. Some argue that the GI tag, though
celebrated, has outlived its utility. They maintain that it leaves out those in surrounding areas
who may have been growing that particular variety traditionally, even conflicts with other
protections, and doesn’t help farmers reach a wider market.

Ushakumari S., from the Kerala-based not-for-profit Thanal Trust, says that over the past few
decades, this sector has been plagued with challenges, ranging from climatic changes and loss
of biodiversity to new trade policies and the dismantling of support systems. It’s ironic, given that
many of the indigenous varieties are drought resistant, offer greater nutrition and are key to food
security. “The green revolution benefited only the big farmers in irrigated areas such as Punjab,
Haryana and Uttar Pradesh but bypassed the tribal farmers. India had over 100,000 indigenous
varieties of rice, which got replaced by high-yielding, hybrid ones," says Ushakumari, who leads
the Save Our Rice campaign in 10 states.

As a result, indigenous varieties such as the Navara from Kerala and Katarni from Bhagalpur,
Bihar, nearly went extinct. The former, a medicinal “Shastika" rice, which even finds mention in
the Susruta Samhita, an ancient text on medicine and surgery, was used extensively in
Ayurvedic treatments such as the Navarakizhi, in which the rice was boiled in a decoction of sida
root and milk, wrapped in cloth pouches and used in massages. “It was grown traditionally in
certain parts of Kerala, mainly in Palakkad and near the Ayurveda centres," says P. Narayan
Unny, 62, whose agricultural society successfully campaigned for the GI tag for the rice in 2004.
Today, he grows Navara on his 125-year-old eco farm, located on the banks of the
Shokanashini river in Palakkad.

The reasons cited for the decline of this variety are many. “The price of rice didn’t go up but the
cost of production did. The opening up of the market in the 1990s brought in competition from
foreign agricultural products. People started adapting to modern medicine for ailments. No one
wanted a short-term duration rice such as Navara, which grows only once a year after the
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summer monsoons," says Unny. When he started managing the farm after his father’s death,
Unny decided to grow Navara. But he couldn’t find seeds easily. Eventually, he had to approach
the handful of farmers who were growing hybrid varieties on 90% of their land and Navara on
the rest. He decided to revive the crop, and applied for a GI tag not just for Navara but also for
the Palakkadan Matta variety.

A similar story played out in Bhagalpur, with the Katarni. “Kuch saal pehle yeh bilkul hi lupt ho
gaya tha (Some years back it had completely disappeared)," says Raj Kumar Panjiara of the
Bhagalpuri Katarni Dhan Utpadak Sangh, a not-for-profit based in Bhagalpur district’s
Jagdishpur village, which received the GI tag for it in 2018. The organization of 100 members
works with farmers in and around the district. “There are mentions of Katarni having been
cultivated in Mughal-era gazettes as well. It is so fragrant that you will even forget Basmati
(which also has a GI tag) in front of it. And it is a hardy variety, which can be stored for four-five
years," says Panjiara.

In each case—be it the Chak-Hao, Navara or Katarni—the tag has inculcated pride in the locals
and attracted farmers to the rice variety. “A hundred to 200 new farmers have expressed an
interest in growing it," says Panjiara.

Ushakumari is quick to burst the bubble, however: “All that GI does is bring recognition to the
product. It is a marketing tool. But does it make a difference on the ground? Not really. In fact, it
adds to confusion." She cites the example of the Navara, which is grown in other parts of Kerala
and even outside the state, and has the same medicinal properties as the Palakkad variety. In
fact, her grandfather in Thrissur used to be a Navara farmer and she remembers it being used in
the Ayurvedic centres there. “But now farmers growing Navara in other parts can’t sell it legally
under that name. Only one society in that small region can sell. That’s not fair to the rest," she
adds.

This is now the issue with basmati, with Punjab chief minister Amarinder Singh having requested
the Centre not to give a GI tag to the basmati grown in Madhya Pradesh. There was a war of
words last week, with MP chief minister Shivraj Singh Chouhan writing to Congress chief Sonia
Gandhi that Singh’s stance is “anti-farmer" in nature.

The famed basmati rice has been through intellectual property (IP) challenges too. Shalini
Bhutani, a Delhi-based law and policy expert, recalls one from the 1990s, when a US-based
company took a patent on the rice variety. “India fought it, after which the United States Patent
and Trademark Office toned down the patent claims but trademarks on it still abound. Even
today, in US stores you can see ‘Texmati’ rice—a made-in-US basmati rice," she says. That’s
not all—the basmati has been a matter of contention between Pakistan, Nepal and India as well.
Similarly, when one set of farmers in India got IP protection for Gobindobhog rice, another set in
the same region claimed it had also been growing the variety for ages. "We still haven’t figured a
way to resolve these counter-claims," she says.

In fact, according to Bhutani, such tags make farmers, who have been producing the same
product in other geographies, compete rather than cooperate. “In shared agro-climatic zones,
political boundaries don’t count," she adds. “It’s just a race to the finish, and which society, NGO
or farmer-breeder files the application first." And that is just the beginning, for a GI tag is no
guarantee of a wider market. “Koi katarni ko national platform dilaaye (can someone give Katarni
a national platform?)," says Panjiara.

Critics, in fact, question the logic of GI, a legacy of the World Trade Organization (WTO). “It is
not a ‘Made in India’ concept and doesn’t apply to local beliefs that life forms cannot be
exclusively owned. Though even before the WTO, GIs have been used by European nations
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when they traded with other countries to secure their products from competition and piracy," she
explains.

What complicates matters further is that the GI tag is not the only IP on agricultural produce in
India. The Protection of Plant Varieties and Farmers’ Rights Act, 2001, (PPV & FRA) also seeks
to secure the IP rights for breeders of crops, trees and vines. And it is possible for one product
to have multiple IP rights “Instead of the GI tag, we should just sufficiently market the agricultural
product. The focus should be more on resource sharing and benefit sharing agreements," says
Bhutani. There is a need to support local farmers by creating demand and facilitating their
innovative plant breeding practices. “In a post-covid world, when we need to be ‘vocal for local’,
we have to ensure that we support these indigenous varieties in our local public distribution
systems and nutrition supplement programmes," she argues, “And we need to revisit the very
use of the IP rights in the food and farm systems."
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Source : www.indianexpress.com Date : 2020-08-17

GETTING AGRI-MARKETS RIGHT
Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

On August 9, Prime Minister Narendra Modi launched the Rs 1 lakh crore Agriculture
Infrastructure Fund (AIF) to be used over the next four years. This fund will be used to build
post-harvest storage and processing facilities, largely anchored at the Farmer Producer
Organisations (FPOs), but can also be availed by individual entrepreneurs. The fund will also be
used to provide loans, at concessional rates, to FPOs and other entrepreneurs through primary
agriculture credit societies (PACs). NABARD will steer this initiative in association with the
Ministry of Agriculture and Farmers Welfare. The implication of this for the Central government
budget is not going to be more than Rs 5,000 crore over four years in terms of interest
subvention subsidy. The creation of the AIF presumes that there is already large demand for
storage facilities and other post harvest infrastructure.

The fund is a major step towards getting agri-markets right. The Narendra Modi government had
earlier issued three ordinances related to the legal framework of agri-markets with a view to
bringing about some degree of liberalisation. These ordinances relate to amendments in the
Essential Commodities Act, allowing farmers to sell their produce outside the APMC mandis and
encouraging farming contracts between farmers, processors, exporters and retailers. Changes
in the legal framework are a necessary condition, though not a sufficient one, for getting agri-
markets right. Creating post-harvest physical infrastructure is as important as the changes in the
legal framework. The AIF will help fill this gap. Its positive impact will be evident in due course,
depending upon how fast, and how earnestly, the states, FPOs, and individual entrepreneurs
implement the reforms initiated by the Centre.

Since NABARD is also responsible for the creation of 10,000 more FPOs, it can create a
package that will help these outfits realise better prices. Here are a few missing elements of the
puzzle. There is no doubt that more and better storage facilities can help farmers avoid distress
selling immediately after the harvest, when prices are generally at their lowest. But small farmers
cannot hold stocks for long as they have urgent cash needs to meet family expenditures.
Therefore, the value of the storage facilities at the FPO level could be enhanced by a negotiable
warehouse receipt system: FPOs can give an advance to farmers, say 75-80 per cent of the
value of their produce at the current market price. But FPOs will need large working capital to
give advances to farmers against their produce as collateral. Unless NABARD ensures that
FPOs get their working capital at interest rates of 4 to 7 per cent — like farmers get for crop
loans — the mere creation of storage facilities will not be enough to benefit farmers. Currently,
most FPOs get a large chunk of their loans for working capital from microfinance institutions at
rates ranging from 18-22 per cent per annum. At such rates, stocking is not economically viable
unless the off-season prices are substantially higher than the prices at harvest time.

This brings me to the second missing item in the getting agri-markets right puzzle: The future of
the agri-futures markets. A vibrant futures market is a standard way of hedging risks in a market
economy. Several countries — be it China or the US — have agri-futures markets that are
multiple times the size of those in India. The value of traded contracts on agri-futures in the
NCDEX, the largest agri-commodities derivatives exchange in India, was Rs 18.3 lakh crore in
2012. It fell to Rs 4.5 lakh crore in 2019, and by July 2020 it had plummeted to Rs 1.5 lakh crore
(see graphic). In terms of volume, the number of contracts fell from about 44 million in 2012 to
12.5 million in 2019. In contrast, in China, the volume of contracts traded on agri-futures was
more than 1,000 million in 2015; in the US, it was more than 300 million (in the US, the value of
each contract is normally much higher than in China and India.)

https://indianexpress.com/about/narendra-modi
https://indianexpress.com/about/budget-2020/
https://indianexpress.com/article/world/china-coronavirus-tracker-region-wise-cases-and-deaths/
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How do we fix this puzzle to have a full set of right instruments for farmers to minimise their
market risk and have better price realisation? First, as NABARD forms 10,000 FPOs and creates
basic storage facilities through the AIF, it should devise a compulsory module that trains FPOs
to use the negotiable warehouse receipt system and navigate the realm of agri-futures to hedge
their market risks.

Second, government agencies dabbling in commodity markets — the Food Corporation of India
(FCI), National Agricultural Cooperative Marketing Federation of India (NAFED), State Trading
Corporation (STC) — should increase their participation in agri-futures. That is how China
deepened its agri-futures markets.

Third, the banks that give loans to FPOs and traders should also participate in commodity
futures as “re-insurers” of sorts for the healthy growth of agri-markets. Finally, government policy
has to be more stable and market friendly. In the past, it has been too restrictive and
unpredictable. A rise in agri-prices would often result in the banning of agri-futures. Most Indian
policymakers look at agri-future markets as dens of speculators. These markets are blamed for
any abnormal price rise or fall. Sadly, our policymakers don’t realise that these are important
tools of price discovery. By banning/suspending agri-futures at the drop of a hat, they kill the
price messenger. Thereafter, their policy actions on the price front are akin to shooting in the
dark — several times they shoot at their own feet.

The bottom line is that India needs to not only spatially integrate its agri-markets (one nation,
one market) but also integrate them temporally — spot and futures markets have to converge.
Only then will Indian farmers realise the best price for their produce and hedge market risks.

The writer is Infosys Chair Professor for Agriculture at ICRIER
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Source : www.indianexpress.com Date : 2020-08-18

POLICYMAKING HAS TO TAKE THE LEAD IN
ADDRESSING URBAN-RURAL DISPARITIES

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

Agriculture has been the source of strength in these distressing times for the Indian economy.
Policy groups have focussed on the theme. IIM-A public policy alumni held a webinar on the
issue at a global scale.

The monsoon has been good. Kharif sowing is at its peak. Government policies have been
supportive. The challenge is to maximise the growth impulse and strengthen it as much as
possible so that the deceleration in the economy is compensated to the greatest extent. Markets
and price support are a focus of policy. MSPs have been announced and market access has
been emphasised. This is important for the Northwest region.

In the rest of India, procurement prices are largely irrelevant. India has the largest system of
agricultural markets in the world. But what does a “market” mean? Most agricultural trade
actually takes place outside APMCs. The facilities are abysmal. In this period, we can do much
to strengthen both the first stage agro-processing infrastructure (supply chains) and the
functioning of markets.

Opinion | Policymakers still talk of ‘food security’, it’s time to plan for ‘nutritional self-
reliance’

The real bottleneck in the COVID-19 kind of pandemic is the “lockdown”. Markets are a place of
trade. Trade and transport are two sides of the same coin as any regional economist will tell you.
Lockdowns block transport. The railways are not functioning. A lot of agricultural trade uses the
railway as its mode of transport. The doodhwallas and sabzi and fruit bais are dependent on
regional and local trains as much as the “regular” passengers in the Nashik-Mumbai or
Ahmedabad-Surat-Valsad locals.

Trucks can be subjected to random lockdowns by local authorities. One can’t really criticise the
authorities because COVID-19 is a matter of life and death. We cannot quibble with their
priorities. Similarly, economists are not good on matters of death — they are trained to analyse
matters of life. I was not surprised when my friends, Montek Singh Ahluwalia and Kaushik Basu,
talked of life after Covid. The real challenge is actually the “up to-then policies”. We have to
suggest policies for agriculture within the context of the lockdown. One possibility is to allow
trucks for agriculture transport under special conditions. The same can be designed at the
government level for the railways.

A great movement has taken place from the small villages to the big ones and from there to
small towns, but we have not supported this trend. More than a million farmers have moved to
Census towns in most states. These don’t get priority when it comes to providing marketing
infrastructure. For example, even now, private warehouses are starved of funds. Generally,
migrants get the short end of the straw. All this undermines the income potential of agriculture. It
is also feared that the many generous funding and credit schemes being announced may face
the same bottlenecks as the ones earlier in covering the last mile.

Opinion | New agriculture infrastructure fund is a major step forward. Policymakers must
have stable policies for them
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Maybe we can do something in these difficult times.

Will it be possible to cover the last mile in reaching the small farmer and landless labourer?
There should be a moratorium on announcing schemes till the ones in operation show progress.
In Gujarat, my pain is the waters of the Sardar Sarovar. Water was diverted into the main canal
in 2002, the year Prime Minister Narendra Modi became the chief minister of Gujarat. In the first
week of August, around a sixth of the farmers in one minor (canal) did not get their share of
water.

The desired strategy has to be one that links the large villages, medium and small towns with
the urban areas, not only through the development of economic infrastructure (roads, markets,
electricity etc), but also building social facilities in the “rural-urban continuum”. We cannot only
concentrate on public private partnerships (PPP) in large cities. In the towns, CRISIL tells us,
PPPs do not have much comfort in terms of paying capacity. Policymaking has to take the lead
in addressing such disparities. Similar problems exist elsewhere. Difficult policy challenges have
to be met. Nothing ever succeeds in India, I was once told at a global meet. To which my riposte
was, nothing also fails in India.

In the COVID-19 phase, shall we see to it that the successes are more than the failures? That
will be the best tribute to the COVID-19 warriors in rural areas.

This article first appeared in the print edition on August 18, 2020 under the title ‘Building
Post-Covid Society’. The writer is a former Union minister

Opinion | Ordinances on agriculture show unwise haste, may do harm along with good
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Source : www.livemint.com Date : 2020-08-18

TAXPAYERS NOT REQUIRED TO DISCLOSE HIGH-
VALUE TRANSACTIONS IN ITR: REPORT

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

The I-T Department is relying more and more on voluntary compliance and, hence, expenditure
data collected from third parties through SFT is the best and the most effective non-intrusive
method to catch evaders

NEW DELHI : Taxpayers will not be required to mention their high-value transactions in their
income tax returns, officials in the know of the development said.

"There is no such proposal to modify income tax return forms," an official said, responding to
reports of the proposed expansion of reportable financial transactions to include hotel payments
over 20,000, life insurance premium payment over 50,000 and health insurance premium
payment over 20,000, donations and payment of school/college fees over 1 lakh a year.

Any expansion in reporting under the statement of financial transactions (SFT) will mean that
such reporting of high-value transactions to the I-T department will be done by financial
institutions, they said.

Only third parties would report high-value transactions to the I-T department as per the Income
Tax Act. Such information would be used to identify people who are not paying up due taxes,
and not for examining affairs of honest taxpayers, they said.

"There is no such proposal to modify income tax returns forms," an official said. "The taxpayer
would not need to mention his/her high-value transactions in his/her return."They said collecting
reports of high-value transactions was the most non-intrusive way to identify those who spend
big money on various items and yet they do not file income tax returns by claiming that their
income was less than 2.5 lakh per annum.

These items include business class air travel, foreign travel, spending big money in expensive
hotels, or sending children to expensive schools.

Finance Ministry sources said the Income-tax Act already provided for quoting of PAN/Aadhaar
for certain high-value transactions and their reporting by the third parties mainly for the purpose
of widening the tax base.

"It's an open fact that in India, only a tiny segment of people pay taxes and all those who should
be paying their taxes are actually not paying their taxes," a source said.

The I-T Department is relying more and more on voluntary compliance and, hence, expenditure
data collected from third parties through SFT is the best and the most effective non-intrusive
method to catch evaders, sources said.

The Income Tax Department currently receives information like cash deposit/withdrawal from
saving bank accounts, sale/purchase of immovable property, credit card payments, purchase of
shares, debentures, foreign currency, mutual funds, among others.

It receives such information "specified persons" like banks, mutual funds, institutions issuing
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bonds and registrars or sub-registrars with regard to individuals having high-value financial
transactions since the financial year 2016 onwards.

In the 2020-21 Budget, the government revised the format of Form 26AS, stating that all such
information from different SFTs would be shown in the new Form 26AS. It is an annual
consolidated tax statement that can be accessed from the income-tax website by taxpayers
using their permanent account number (PAN).
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Source : www.indianexpress.com Date : 2020-08-21

A NEW SOCIAL CONTRACT
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

A well-known saying attributed to the Chinese sage Confucious is “may you live in interesting
times”. What is less well known is that Confucious meant this as a curse — interesting times
remove time for reflection and make us think about our baser instincts. We live in far too
interesting a time: An unprecedented and worsening health crisis, and the knock-on effect of the
worst economic performance in our independent history. So let us rise above Confucious and
reflect on where we must be as a country when India turns 75 in 2022.

The Prime Minister, while addressing the Confederation of Indian Industry (CII) annual meeting
this year, urged those present to think big and partner with the government in putting India on
the path to growth. This is an important call. There is much that we can achieve if government
and industry work towards the same objective, and in a spirit of mutual trust.

Employment is one such area. Over 85 per cent of employment in India is in the informal sector.
An unplanned national lockdown halted economic activity and wiped out livelihoods, especially
of informal workers. The Centre for Monitoring the Indian Economy (CMIE) estimates that
between mid-March and mid-April, 120 million people lost their jobs, with unemployment rising to
an all-time high of 27 per cent. Left with nothing, we saw reverse migration on an unprecedented
scale — some 10 million people abandoned cities to return to their native villages. For a while,
our media was full of discussion of the need to address some of our most chronic social
problems.

In the last two months, things have improved. CMIE reports that unemployment is now down to
around 9 per cent, and as economic activity has restarted in cities, labour has begun returning
from villages. As things have returned to normal, the priority for addressing our most chronic
social problems has reduced. We must not waste this crisis. There are three problems we must
address: Labour regulation, living conditions for migrant labour in cities, and the strength of our
rural economy.

Labour regulation must start with a clear-eyed recognition of facts: We have stringent labour
laws to protect workers, but this covers only the formal sector — under 15 per cent of
employment. This “labour aristocracy” has almost complete protection, and employers have
almost no flexibility. The 85 per cent of our workforce who are informally employed, meanwhile,
have almost no protection, and employers have almost complete flexibility. We need to address
both ends of the labour spectrum to get the balance right between flexibility and protection for all
labour. Everyone must have a minimum level of protection, and every employer a minimum level
of flexibility. This calls for a new social contract to define a well-calibrated social security system.
This huge project demands good faith and strong leadership by industry, labour and
government. It will take years to get it right, but if we don’t fix our employment system now when
this issue has achieved such prominence, we will always regret the missed opportunity.

Living conditions in our cities is the second challenge. For too long, we have been content to
drive by slums where some of the people who clean our homes, deliver our goods, and repair
our equipment live in squalor. How do we set in force a massive private home-building
programme? It probably needs much more liberal land-use regulations — our cities have among
the least generous floor-space indices (FSI) in the world. New York, Hong Kong, and Tokyo
have an FSI five times Mumbai’s. If five times as many people can live in the same area, it
would drastically reduce rents for quality housing in our cities. Again, this is a multi-year project,



Page 87

cr
ac

kIA
S.co

m

and it involves state and city governments partnering with private developers. India is unique in
having 70 per cent of our population still residing in rural areas. Seventy-three years after
Independence, this is a statement of failed development. We must encourage the migration of
people to higher productivity occupations in our cities. And we must ensure that clean,
affordable and accessible housing is available for all in our cities. A massive project, again, with
the scale that can get an economic recovery underway post-COVID.

Reverse migration is also an opportunity to collaborate in spreading the geography of
development. We have long had policies aimed at getting firms to invest in less-developed
districts and the current government has an ambitious goal of doubling farmer’s incomes. But
the gap between the richest (urban) and poorest (rural) districts in the country still keeps
growing. We need a three-pronged approach: First, as Ashok Gulati has often argued, the
easiest way to grow farmer incomes is by having them grow more value-added crops. Fruits and
vegetables have great export potential, and exports must be consistently encouraged and not
switched on and off as domestic prices change. And the cultivation of palm plantations has the
potential for huge import substitution, but, as Gulati points out, we need corporate farming as the
gestation period of seven years for the first crop is too much for the average farmer to handle.
The Atmanirbhar agricultural reforms, which permit contract farming, and open up agricultural
markets, are major medium-term reforms. Implemented right, they can transform agricultural
markets. Second, we need to encourage agro-processing near the source. Fostering
entrepreneurship in rural and semi-urban areas would combine nicely with local processing. And
third, we need to invest even more massively in rural connectivity. Many years ago, the great
sociologist Alex Inkeles was asked if there was only one thing that could be done to foster
development, what would it be. His answer was to build roads which connect producers to
markets, heads to knowledge, and people to each other. Today, we would add digital
connectivity to road connectivity to level the playing field for all regardless of where they live.

This must be our programme of work: To fundamentally reform our labour markets, to attract
people to our cities where we ensure healthy living conditions, and to create economic
opportunities in rural India. The task is huge, and only collaboration between all levels of
government (Union, state, and city) and our dynamic private sector can hope to make
substantial progress. Let’s use our unprecedented health and economic crisis to truly build a
new social contract as our commitment to India@75.

The writer is former President CII, Chairman India@75 Foundation and co-Chairman of
Forbes Marshall
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Source : www.pib.gov.in Date : 2020-08-21

MOBILE APP LAUNCHED TO PROVIDE USER
FRIENDLY DIGITAL INTERFACE TO SOURCE LOAN
APPLICATIONS OF STREET VENDORS

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

     Shri Hardeep Singh Puri, Minister of State (I/C), Housing and Urban Affairs interacted with
Urban Development Ministers, Chief Secretaries, UD Secretaries/Principal Secretaries, DGPs,
Collectors / SPs / SSPs / Municipal Commissioners / Chief Executive Officers of 125 cities in the
context of Prime Minister Street Vendors AtmaNirbhar Nidhi (PM SVANidhi) Scheme which has
been launched to provide credit for working capital to street vendors to resume their business.
While the Scheme provides the credit facility to the vendors, there is a requirement to ensure
that they are able to do business in a harassment free environment.  Shri Durga Shankar
Mishra, Secretary, MoHUA was also present in the meeting.

            On the occasion, Hon'ble Minister launcheda Mobile App for ULB functionaries. This App
aims to provide user friendly digital interface for the functionaries of ULBs to source loan
applications of street vendors.  

            Hon'ble Minister received feedback from states/UTs.  He urged theMinisters of Urban
Development and senior officials to hold meetings with key stakeholders towards successful
implementation of PM SVANidhi and also to ensure the protection of livelihood of street
vendors. 

            During the interaction with the Hon’ble Urban Development Ministers, it was decided that
Ministry will conduct complete socio economic profiling of the scheme beneficiaries with an aim
to facilitate their actions in other government welfare schemes e.g. PMAY (Urban), Aayushman
Bharat, Ujjawala, Jan Dhan Yojana, Saubhagya, DAY-NULM etc. During his interaction, Shri
Hardeep Puri said that “States are encouraged to dovetail other schemes for economic
upliftment of vendors e.g. Mudra/DAY-NULM credit for purchase of modern pushcarts in place of
traditional thelas.  With regard to undue harassment of the street vendors by police/municipal
officials, action should be initiated against the erring officials by fixing responsibility. Further, to
help beneficiary raise their grievances in a conducive environment, a forum chaired by District
Collector and having representation of police/ULB and other relevant departments should be
constituted.  The Forum so constituted should meet atleast once in a month.”

            Observing that PM SVANidhi is not only a micro-finance scheme, the Housing Minister
stated that it has a more ambitious objective to formalise the street vendors into urban economy
and to provide a complete poverty alleviation package by facilitating their access to various other
government schemes.  It was decided that further meetings will be conducted with the lending
institutions in coordination with DFS.

            Since commencement of online submission of applications on PM SVANidhi portal on
2nd July 2020, more than 5.68 lakh applications have been received and over 1.30 lakh have
been sanctioned in different States and UTs.  With the purpose of taking the microcredit facility
to the door step of the vendors a Mobile App for Lending Institutions has already been launched
by the Ministry and is available on google play store.

            PM SVANidhi was launched by the Ministry on June 01, 2020, for providing affordable
Working Capital loan to street vendors to resume their livelihoods that have been adversely
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affected due to Covid-19 lockdown. This scheme targets to benefit over 50 lakh Street Vendors
who had been vending on or before 24 March, 2020, in urban areas including those from
surrounding peri-urban/ rural areas. Under the Scheme, the vendors can avail a working capital
loan of up to Rs. 10,000, which is repayable in monthly instalments in the tenure of one year. On
timely/ early repayment of the loan, an interest subsidy @ 7% per annum will be credited to the
bank accounts of beneficiaries through Direct Benefit Transfer on quarterly basis. There will be
no penalty on early repayment of loan. The scheme promotes digital transactions through cash
back incentives up to an amount of Rs. 100 per month. The vendors can achieve their ambition
of going up the economic ladder by availing the facility of enhancement of the credit limit on
timely/ early repayment of loan.

***

RJ
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been sanctioned in different States and UTs.  With the purpose of taking the microcredit facility
to the door step of the vendors a Mobile App for Lending Institutions has already been launched
by the Ministry and is available on google play store.

            PM SVANidhi was launched by the Ministry on June 01, 2020, for providing affordable
Working Capital loan to street vendors to resume their livelihoods that have been adversely
affected due to Covid-19 lockdown. This scheme targets to benefit over 50 lakh Street Vendors
who had been vending on or before 24 March, 2020, in urban areas including those from
surrounding peri-urban/ rural areas. Under the Scheme, the vendors can avail a working capital
loan of up to Rs. 10,000, which is repayable in monthly instalments in the tenure of one year. On
timely/ early repayment of the loan, an interest subsidy @ 7% per annum will be credited to the
bank accounts of beneficiaries through Direct Benefit Transfer on quarterly basis. There will be
no penalty on early repayment of loan. The scheme promotes digital transactions through cash
back incentives up to an amount of Rs. 100 per month. The vendors can achieve their ambition
of going up the economic ladder by availing the facility of enhancement of the credit limit on
timely/ early repayment of loan.

***

RJ

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com



Page 91

cr
ac

kIA
S.co

m

Source : www.indianexpress.com Date : 2020-08-21

CURRENT CRISIS HAS EXPOSED LIMITATIONS OF
CENTRAL BANKING FRAMEWORK

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

Over the past few months, the Reserve Bank of India, along with the monetary policy committee,
has undertaken a slew of measures to arrest the economic slowdown, and address the fallout of
the COVID-19 pandemic. Yet, their actions, guided by multiple considerations — inflation and
growth management, debt management and currency management — have inadvertently
exposed the limitations of and the inherent contradictions in the central banking framework in
India.

Take the monetary policy function. The MPC is guided by the goal of maintaining inflation at 4
plus/minus 2 per cent. Since February 2019, the MPC has, and rightly so, attached primacy to
reviving growth, lowering the benchmark repo rate by 250 basis points. However, in its August
policy, despite dire growth prospects, it chose to maintain the status quo. This decision was
driven, in part, by elevated inflation which continues to average above the upper threshold of the
inflation targeting framework. This raises the question: At the current juncture, should the MPC
be driven by growth considerations or should short-term inflation concerns dominate?

That there is considerable uncertainty over the trajectory of inflation is beyond debate. But at its
core is a question: Is COVID inflationary or disinflationary? Will it be inflationary in the short run
(retail inflation is elevated largely due to supply dislocations) but disinflationary over the medium
term (with demand falling)? Or does the MPC believe that it will remain inflationary over the
medium term with supply-side disruptions outweighing the effects of a fall in demand?

Opinion | Bank and the Covid pain: We must persist with a multi-year five-pillar strategy
to raise credit to GDP ratio to 100%

In large part, the current rise in inflation (CPI had fallen from January to March) is driven by
supply-chain dislocations owing to the lockdowns. This is evident from the growing disconnect
between the wholesale and consumer price index. Since April, while WPI has been in negative
territory, CPI has been elevated, indicating, excess supply/low demand at the
producer/wholesale level but excess demand/low supply at the retail/consumer level, suggestive
of dislocations in the intermediate supply chain. Accepting this implies that the spurt in retail
inflation will be temporary, and it will begin to trend lower as these disruptions ebb.

Monetary policy is supposed to be forward looking. So, if on balance, COVID is likely to be
disinflationary over the medium term, although this will show up with a lag, then there is a case
for looking beyond the current spike in retail inflation. And given the collapse in the economy and
that the transmission of rate cuts takes time, it tilts the balance in favour of further easing.
Worries of lower rates translating to higher future inflation may prove to be misplaced
considering the extent of the fall in demand, the idle capacity in the system, and the little pricing
power of producers.

Considering that the MPC expects inflation to trend lower in the second half of the year
(presumably due to easing of supply side disruptions), its stance in the August meeting was
puzzling. The MPC’s mandate is to deliver stable inflation over long periods of time, not just a
few months. Yet, it would appear as if it is more concerned about elevated inflation in the short
run. Will a few more months of data end its uncertainty that this is not a cyclical deviation but a
structural downshift? Perhaps. Unless the current MPC believes that it has approached the limits

https://indianexpress.com/about/coronavirus/
https://indianexpress.com/article/explained/pandemic-explained-who-novel-coronavirus-covid19-what-is-a-pandemic-6309727/
https://indianexpress.com/article/opinion/columns/rbi-bank-and-the-covid-pain-india-gdp-6543101/
https://indianexpress.com/article/opinion/columns/rbi-bank-and-the-covid-pain-india-gdp-6543101/
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of conventional easing.

Editorial | RBI leaves rates unchanged, signals room for further easing in times of
continuing uncertainty

One could also argue about the inefficacy of monetary policy at the current juncture, and thus
the limited options before the committee other than to hold, and keep the power dry. But this
argument is driven more so by the absence of policy levers available to the committee other
than the repo rate. Expanding the range of policy levers available to it may well render this
argument void.

Equally puzzling is the refusal to provide any firm projection of future inflation. While there is
considerable uncertainty over economic conditions, surely, the committee members are basing
their decisions on some expectation of future inflation and growth. These should have been
publicly disclosed. While it is possible that the minutes of the MPC meeting shed light on their
expectations, ideally, all MPC members should provide their individual estimates of inflation and
growth.

This growth-inflation conundrum is just one part of the story. The current crisis has also brought
to the fore the inherent contradictions between the MPC’s operations, and the RBI’s debt and
currency management functions, pointing towards a larger structural challenge.

As manager of the government debt, the RBI is tasked with ensuring that the government’s
borrowing programme sails through smoothly. To this end, it has carried out several rounds of
interventions popularly known as operation twist. These interventions involve the RBI buying
longer-dated government bonds, while simultaneously selling an equivalent amount of shorter-
dated securities — pushing down long-term Gsec yields, and exerting upward pressure on short-
term yields as a consequence. In doing so, the RBI ended up doing exactly the opposite of what
the MPC was trying to achieve by cutting short term rates, well before it reached the lower limit
of its conventional policy response.

Opinion: Banks need to set aside credit for new firms, raise disbursements

Further, the RBI’s interventions in the currency market — intervening in order to prevent the
rupee from appreciating — have constrained its ability to carry out open market operations as
these would have led to further liquidity injections into the system. Put differently, its debt
management functions have run up against its currency management functions. Underlining the
complexity of all this is the talk of sterilisation — the opposite of injecting liquidity in the system.

The central bank must develop a clear strategy on what to do. At the one end, it is legally bound
to an inflation target. Yet, at this juncture, there is a strong argument to look past the current
spurt in inflation, and test the limits of both conventional and unconventional monetary policy. At
the other end, while it may want to intervene to prevent the rupee’s appreciation, in doing so, it is
constricting its debt management functions which will have its own set of consequences. There
are no easy answers.

This article first appeared in the print edition on August 19, 2020 under the title ‘RBI’s
dilemma’. ishan.bakshi@expressindia.com

Opinion | The marginalised have to establish their own thinktanks that equip their
representatives with hard data and analysis

 The Indian Express is now on Telegram. Click here to join our channel (@indianexpress)
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SHRI RAVI SHANKAR PRASAD LAUNCHES
“SWADESHI MICROPROCESSOR CHALLENGE” TO
REALIZE THE AMBITION OF SELF-RELIANCE AND A
MOMENTOUS STRIDE TOWARDS “ATMANIRBHAR
BHARAT”

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

           Shri Ravi Shankar Prasad, Union Minister of Law & Justice, Communications and
Electronics & Information Technology, launched today “Swadeshi Microprocessor Challenge-
Innovate Solutionsfor #Aatmanirbhar Bharat” to provide further impetus to the strong
ecosystem of Start-up, innovation and research in the country.

IIT Madras and Center for Development of Advance Computing (CDAC) have developed two
microprocessors named SHAKTI (32 bit) and VEGA (64 bit) respectively using Open Source
Architecture under the aegis of Microprocessor Development Programme of Ministry of
Electronics and IT. “Swadeshi Microprocessor Challenge- Innovate Solutions for #Aatmanirbhar
Bharat” seeks to invite innovators, startups and students to use these microprocessors to
develop various technology products.

         As one of the concrete steps towards realizing the ambition of self-reliance and a
momentous stride towards “Atmanirbhar Bharat”, this initiative is aimed at not only meeting
India’s future requirements of strategic and industrial sectors but also has the potential to
mitigate the issues of security, licensing, technology obsolescence and most crucially cutting
dependency on imports. The design, development & fabrication of these state-of-the-art
processor variants at foundry in the country and abroad, is the successful step to leapfrog to
ultimate goal of vibrant ecosystem of Electronic System Design & Manufacturing in the country.

           The “Swadeshi Microprocessor Challenge” is part of the series of proactive, preemptive
and graded measures taken by Ministry of Electronics and IT to spur the technology led
innovation ecosystem in the country and staying at the forefront of digital adoption. Open to
students at all levels and startups, the Challenge demands contestants to not only tinker with
these Swadeshi Processor IPs & facilitate them with innovating the frugal solutions for societal
needs but also make available the entire home-grown ecosystem around Swadeshi Processors
to develop the complex designs for catering to both global and domestic requirements in near
future. 

Ministry of Electronics and IToffers a slew of benefits to the contestants and technology
resources that include not only the internship opportunities and regular technical guidance from
the best VLSI & Electronics System Design Experts in the country but also the business
mentorship & funding support, facilitated by Incubation Centres. Financial support to the tune of
Rs. 4.30 Crore at various stages of the Challenge for developing the hardware prototype and
incubating a start-up is being offered.

            The Challenge spread over 10 months, kick-starts with registration process at
https://innovate.mygov.in on 18th August 2020 and culminates in June 2021, with an opportunity
for 100 Semi-finalists to win total Rs. 1.00 Crore of Award, 25 Finalists to win total Rs. 1.00
Crore of Award and top 10 teams entering the finale, will get the seed fund of total Rs 2.30 Crore
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and 12 months incubation support. Above all, participants will get an opportunity to translate
their innovations around Swadeshi Processors, showcase them at a higher viewership platform
and facilitate them to scale from ideation to marketplace, thereby standing a chance to
contribute to the overall mission of #AtmaNirbharta of Government.

*********

RCJ/M
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mentorship & funding support, facilitated by Incubation Centres. Financial support to the tune of
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Source : www.livemint.com Date : 2020-08-22

NEEDED: A NEW RELATIONSHIP CONTRACT
BETWEEN RBI AND GOVT

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

Archaic provisions of the RBI Act and its powers to appoint senior functionaries have given the
finance ministry adequate levers to control the central bank

Two recent books, one by former Reserve Bank of India (RBI) governor, Urjit Patel, and the
other by former RBI deputy governor, Viral Acharya, have reignited the debate on central bank
autonomy in India. Patel and Acharya resigned from their respective posts before their terms
ended. Acharya has claimed that both paid the price for resisting undue interference from the
Union finance ministry.

The tussle between India’s treasury and its central bank is as old as the central bank itself. The
concept of an independent central bank for India “on a level of authority with the treasury" was
first spelled out by one of the greatest economists of the world, John Maynard Keynes, during
the British Raj. Keynes’ proposal was shot down by the then Bank of England chief, Montagu
Norman, who proclaimed “a Hindoo marriage" between the Bank of England (the dominant
spouse) and RBI (the subservient wife).

“Norman’s graphic simile is… expressive of the RBI’s real status after its creation," wrote the
former RBI economist Anand Chandavarkar in a 2005 Economic and Political Weekly article.
Among the pioneering economists who built up RBI’s research prowess in the post-
independence era, Chandavarkar considered RBI to have been more independent during the
British Raj than in independent India. As RBI assumed quasi-fiscal mandates in order to fulfil
plan targets set by the powerful Planning Commission, it became an “emasculated fiscal
agency", in his words.

Throughout history, the Union government has deployed three levers to control the RBI. The first
lever is the colonial-era RBI Act, which provides sweeping powers to the government. Section
30 of the RBI Act for instance, allows the government to “supersede" the RBI central board.
Section 58 circumscribes the powers of the central board to make regulations only with the
“previous sanction" of the central government. Section 7 (1) says that the Union government can
“from time to time give such directions to the (central) bank as it may, after consultation with the
governor of the bank, considered necessary in the public interest".

These provisions aren’t invoked as a matter of routine but can be used when needed. Towards
the end of Patel’s tenure in 2018, it was section 7 that was invoked to make RBI toe the finance
ministry's line on a range of contentious issues.

The second lever of control lies in the choice of governors and deputy governors to run RBI.
Since independence, seven out of every ten RBI governors have been former finance ministry
officials, an analysis of RBI’s annual reports shows. Some such as Y.V. Reddy joined as deputy
governors before becoming governor. Others such as D. Subbarao or Raghuram Rajan were
directly appointed as governors after their stints at the finance ministry.

Over the past three decades, 62% of RBI’s top management --- governors and deputy governors
--- have been outsiders. All were men. Three women who made it as deputy governors during
this period - K.J. Udeshi, Usha Thorat and Shyamala Gopinath - were all insiders. The last and
only time an insider took up the top post was when M. Narasimham, a contemporary of

https://economictimes.indiatimes.com/industry/banking/finance/banking/patel-quit-as-govt-undermined-rbis-autonomy-acharya/articleshow/77188361.cms?from=mdr
https://www.epw.in/journal/2005/35/special-articles/towards-independent-federal-reserve-bank-india.html
https://indiankanoon.org/doc/462219/
https://www.livemint.com/Industry/jdUoURDPisyw1xvyg7f4RK/Section-7-of-RBI-Act-on-the-backburner-but-threat-remains.html
https://www.livemint.com/Industry/jdUoURDPisyw1xvyg7f4RK/Section-7-of-RBI-Act-on-the-backburner-but-threat-remains.html
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Chandavarkar, became the governor in 1977.

The share of RBI governors from North Block has been higher in the post-liberalization era.
Patel was one of the rare exceptions, who except for a brief stint as a consultant, did not spend
much time in North Block before becoming RBI governor. The lack of any finance ministry
veteran in RBI’s top rungs during Patel’s tenure could have accentuated the ministry-RBI tussle.
Unsurprisingly, the government turned to Shaktikanta Das, a finance ministry veteran, to take
charge of RBI after Patel’s resignation.

Patel himself has however been a beneficiary of the RBI-ministry tussle. His appointment as the
deputy governor came at a time when tensions between the then governor, Subbarao and the
then finance minister, P. Chidambaram were at their height. Chidambaram believed that even
the outsiders sent to RBI had become hostage to the RBI technocrats and wanted to bring in
‘fresh thinking’ in the institution, wrote Subbarao in his memoirs. So instead of extending the
term of Subir Gokarn, as recommended by Subbarao, Chidambaram appointed Patel, a known
critic of Subbarao’s policies, as deputy governor.

The third lever of government control lies in the composition and staffing of RBI’s central board,
RBI’s highest decision-making body. Under the RBI Act, the central board is designed to consist
of 21 members: the governor and four deputy governors [under Sec 8(1)a], four directors from
the four regional boards of the RBI [under Sec 8(1)b] who are elected by their respective local
board members, 10 directors nominated by the Union government who are usually experts in
their respective fields [under Sec 8(1)c], and two government appointed officials (usually from
the finance ministry) [under Sec 8(1)d].

By not filling up board positions, the government can ensure that the ex-officio members hold
sway over the board, as was the case during demonetisation, when RBI’s central board was at
its weakest level in history.

The minutes of that fateful board meeting held on 8 November 2016 suggest that the board
members were not convinced about the government’s economic logic behind the decision to
demonetize high-value notes. But government officials seem to have persuaded others to
approve the plan, despite their reservations. It is tempting to ask whether the outcome would
have been different if the board were staffed with more independent members.

Some of the board vacancies were subsequently filled up but the appointments attracted
controversy because of the political background of the appointees: S. Gurumurthy and Satish
Marathe. Both have been associated with affiliates of the ruling Bharatiya Janata Party (BJP) for
long years. Political appointments have been common in RBI’s regional boards but less so in the
central board. The previous political appointees were Rajeev Gowda of the Congress in 2012,
Gopala Ramanujam, the co-founder of the Indian National Trade Union Congress (INTUC) in
1994, and Erasu Ayyapu Reddy of the Telugu Desam Party in 1993.

Typically, Union government appointees to the board tend to be academics, bureaucrats (or
former bureaucrats), industrialists, and finance professionals. The share of bureaucrats has
gone up in the past couple of years even as the share of academics has stagnated.

In the 1990s, RBI’s central board was relatively balanced in terms of the professional expertise
of its board members. Between 2000 and 2010, industrialists and corporate professionals
dominated the board. Their share declined in the 2010-2015 period as the strength of the board
fell, and it came to be dominated largely by ex-officio members. The share of women on the
board has also steadily declined over the past two decades.

https://www.humanrightsinitiative.org/download/DeMon%201stattachment.pdf
https://www.humanrightsinitiative.org/download/DeMon%201stattachment.pdf
https://www.livemint.com/Opinion/3iRsq50jHEJI684SMYJ2PI/Demonetisation-without-replacement.html
https://www.livemint.com/Opinion/3iRsq50jHEJI684SMYJ2PI/Demonetisation-without-replacement.html
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While central board staffing has begun receiving some attention of late, the high number of
vacancies in the local or regional boards often elude attention. Over the past five years, the
northern board has been vacant for three years, while others have had a maximum of two
members.

For some regions, there have been no representatives on the central board, and this means
board decisions may not have fully factored in their regional implications. As Chandavarkar
argued, the impact of monetary policy and regulations can be vastly different in different regions,
which are at different stages of development.

Chandavarkar had advocated a high-powered commission to help legislate a ‘constitutionally
independent federal’ RBI. The last time the role and functioning of RBI was examined
threadbare was in 1931, when the Indian Central Banking Inquiry Committee was set up to help
establish a central bank. That report and the RBI Act of 1934 continues to influence how RBI
functions in the twenty-first century.

As we near the centenary of that inquiry committee report, it is perhaps time to re-examine the
functioning and autonomy of RBI once again.

This is the first of a two-part series on the Reserve Bank of India.
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Source : www.thehindu.com Date : 2020-08-22

DIFFERENTIAL IMPACT OF COVID-19 AND THE
LOCKDOWN

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

In his book, The Great Leveler, Walter Scheidel, the Austrian economic historian, argues that
throughout human history, there have been four types of catastrophic events that have led to
greater economic equality: pandemic, war, revolution and state collapse. Currently, the world is
going through one of them: a massive COVID-19 pandemic. In Scheidel’s analysis, the decline
in inequality is a result of excess mortality that raises the price of labour. While the validity of
Scheidel’s argument for the current pandemic can only be assessed after it is over, the
pandemic has been described as a leveller more loosely, both because the disease can strike
anyone, and also because the resultant lockdowns have led to widespread job losses and
economic hardships across the range of the income and occupational distribution.

Focusing on the looser description of the pandemic as a leveller, preliminary data and early
indirect evidence from several parts of the world indicate that the incidence of the disease is not
class-neutral: poorer and economically vulnerable populations are more likely to contract the
virus as well as to die from it. To the extent, economic class and social identity (e.g. race,
ethnicity or caste) overlap, this suggests that socially marginalised groups would be at higher
risk of mortality due to COVID-19.

Coronavirus | Opeds and editorials

The risks extend beyond mortality as the economic consequences of the current pandemic are
likely to be most concentrated among the low wage earners, and less educated workers,
segments of the labour force where racial and ethnic minorities are over-represented. Early
evidence from the United Kingdom and the United States reveals that racial and ethnic
minorities are indeed the ones most likely at the risk of unemployment.

What does the evidence from India reveal? Disaggregated data on COVID-19 incidence and
mortality are not available for India. Thus, we cannot comment on whether certain caste groups
are more vulnerable to the virus than others.

A key element of the pandemic control strategy everywhere has been to shut down economic
and social activity, and to impose social distancing with varying degrees of strictness. India’s
lockdown, imposed in the last week of March 2020, was among the most stringent. The first
month of the severe lockdown, April 2020, witnessed a sharp rise in unemployment.

Was this sudden unemployment caste-neutral, despite the fact that it was caste-blind?

We examine shifts in employment and unemployment rates using data from the Centre for
Monitoring Indian Economy (CMIE)’s Consumer Pyramids Household Survey (CPHS) database.
It is a longitudinal data set covering 174,405 households (roughly 10,900 households per week,
and 43,600 per month). Each household is followed three times per year. We use unit-level data
from six waves of CPHS: Wave 14 (May-August 2018), Wave 15 (September-December 2018),
Wave 16 (January-April 2019), Wave 17 (May-August 2019), Wave 18 (September-December
2019), and Wave 19 (January-April 2020).

Lockdown displaces lakhs of migrants

https://www.thehindu.com/coronavirus/
https://www.thehindu.com/business/Economy/the-economic-fallout-of-covid-19/article31330737.ece
https://www.thehindu.com/news/national/pm-announces-21-day-lockdown-as-covid-19-toll-touches-10/article31156691.ece
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We find that the proportion of employed upper castes dropped from 39% to 32% between
December 2019 and April 2020, a fall of seven percentage points. The corresponding fall for
Scheduled Castes (SCs) was from 44% to 24%, i.e. a fall of 20 percentage points, almost three
times as large. For intermediate castes, Other Backward Classes and Scheduled Tribes (STs)
the fall was from 42% to 34%, 40% to 26% and 48% to 33%. Thus, the fall in employment for
SCs and STs was far greater in magnitude than that for upper castes.

The global evidence suggests that job losses associated with COVID-19 are much more
concentrated among individuals with low levels of education and those with vulnerable jobs with
no tenure or security. We find that individuals with more secure jobs, i.e. not daily wagers, and
those with more than 12 years of education, were much less likely to be unemployed in April
2020 than those with less than 12 years of education and with daily wage jobs, relative to their
pre-pandemic employment status. Thus, education did turn out to be a protective factor in the
first wave of immediate post-lockdown job losses.

Our earlier work reveals that caste gaps at higher levels of education have either remained static
or widened over the last three decades.

Coronavirus lockdown | COVID-19 widened educational divide: UNESCO report

The current pandemic is further likely to exacerbate these educational differences. Data from
another nationally representative survey, the India Human Development Survey for 2011-12
(IHDS-II) show that 51% of SC households have adult women who have zero years of
education, i.e. are illiterate, and 27% have an illiterate adult male member. These proportions
are in stark contrast to Upper Caste (UC) households, where the corresponding proportions are
11% and 24%, respectively. Thus, in the face of current school closures, parents of SC children
would be much less equipped to assist their children with any form of home learning, compared
to parents of UC children. This would be the case both because of educational differences
among parents as well as due to other significant differences in material conditions living.

There are many dimensions that reveal continued disparity between caste groups, which would
affect the ability of Dalit and Adivasi families to access online education. For example, the
proportion of households with access to the Internet is 20% and 10% for UC and SC
households, respectively. Only 49% of SCs have bank savings, as compared to 62% of UC
households. Thus, differential access to information technology, as well as disparities in the
ability to invest in technology will be critical in shaping access to online education, if the
pandemic forces schools to close for a substantial period of time.

24 million may drop out of school due to COVID-19 impact: U.N.

Early impacts of the pandemic-induced lockdown indicate that the resultant economic distress is
exacerbating pre-existing structures of disadvantage based on social identity, and investments
in education and health that close gaps between social groups would be essential to build
resilience in the face of future shocks.

Ashwini Deshpande teaches at Ashoka University. Rajesh Ramachandran is at the University of
Heidelberg
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Source : www.pib.gov.in Date : 2020-08-22

NHAI LAUNCHES ‘HARIT PATH’ A MOBILE APP TO
MONITOR PLANTATION ALONG NATIONAL
HIGHWAYS; STARTS CREATING USER IDS FOR
ROS/PDS/EXPERTS AND AROUND 7800 PLANTS GEO-
TAGGED SO FAR USING APP

Relevant for: Indian Economy | Topic: Infrastructure: Roads

The National Highways Authority of India (NHAI), a public sector undertaking under the Ministry
of Road Transport and Highways, has developed a mobile App called ‘Harit Path' to monitor
location, growth, species details, maintenance activities, targets and achievements of each of its
field units  for each and every plant under all plantation projects.  The app was inaugurated by
the Union Minister for RTH Shri Nitin Gadkari today.

According to an NHAI release, to commemorate 25 years of its service to the nation, it has also
recently undertaken ‘Harit Bharat Sankalp’, a nation-wide plantation drive which is in line with its
commitment to promote environment protection and sustainability. Under this initiative, NHAI
planted over 25 lakh plants in 25 days along the stretches of the National Highways between
21st July to 15th August 2020. The drive takes the total cumulative number of plantations done
during the current year to 35.22 lakh.

The nation-wide plantation drive has been actively taken up by NHAI’s regional offices to
achieve the collective target of making greener national highways. Maximum number of over 5.0
lakh plants have been planted in Uttar Pradesh, followed by over 3.0 lakh in Rajasthan and 2.67
Lakh in Madhya Pradesh along the national highways. In order to ensure 100% survival of the
plants, avenue plantation of minimum height of 1.5-meter have been emphasized along the
national highway am

The Release says that in order to track the growth and health of the plants, photographs along
with data of the plants captured using Harit Path shall be uploaded every 3 months on NHAI’s AI
powered Big Data Analytics platform – Data Lake.  Highway contractors shall be accountable for
proper upkeep and maintenance of the plantation and liable to replace the missing/dead plants. 
Performance and growth of the plants shall be linked to the payment to the contractors for this
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work.

After launch of the app, NHAI has immediately started work to create user ids of over 150 ROs/
PDs/ Horticulture experts.  Apart from this, around 7800 plants have also been geo-tagged using
the toda

NHAI has been undertaking plantation drives from time to time to develop eco-friendly National
Highways and has constantly addressed ecological concerns by adopting environment-friendly
methods.  In the year 2020, NHAI plans to undertake a sustained plantation drive. The vision is
to plant 72 Lakh plants along NH stretches collectively with concessionaire, State Government
agencies and private plantation agencies. In addition, NHAI is engaging experts from the
plantation, forestry, agriculture, horticulture with vast field experience. Two professionals with
suitable background and experience are being engaged for each of its regional offices. For
proper supervision of plantation in each project, horticulture experts are also being engaged.
Apart from plantation, NHAI is also emphasizing on transplantation of trees which are required to
be axed for development of highway projects.

NHAI has identified the NH stretches and is creating a data base of all the plantations already
done and to be done on these stretches. The launch of ‘Harit Path’, mobile app will further
facilitate creation of Green Highways across the country.

-------

RCJ/MS

The National Highways Authority of India (NHAI), a public sector undertaking under the Ministry
of Road Transport and Highways, has developed a mobile App called ‘Harit Path' to monitor
location, growth, species details, maintenance activities, targets and achievements of each of its
field units  for each and every plant under all plantation projects.  The app was inaugurated by
the Union Minister for RTH Shri Nitin Gadkari today.

According to an NHAI release, to commemorate 25 years of its service to the nation, it has also
recently undertaken ‘Harit Bharat Sankalp’, a nation-wide plantation drive which is in line with its
commitment to promote environment protection and sustainability. Under this initiative, NHAI
planted over 25 lakh plants in 25 days along the stretches of the National Highways between
21st July to 15th August 2020. The drive takes the total cumulative number of plantations done
during the current year to 35.22 lakh.
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The nation-wide plantation drive has been actively taken up by NHAI’s regional offices to
achieve the collective target of making greener national highways. Maximum number of over 5.0
lakh plants have been planted in Uttar Pradesh, followed by over 3.0 lakh in Rajasthan and 2.67
Lakh in Madhya Pradesh along the national highways. In order to ensure 100% survival of the
plants, avenue plantation of minimum height of 1.5-meter have been emphasized along the
national highway am

The Release says that in order to track the growth and health of the plants, photographs along
with data of the plants captured using Harit Path shall be uploaded every 3 months on NHAI’s AI
powered Big Data Analytics platform – Data Lake.  Highway contractors shall be accountable for
proper upkeep and maintenance of the plantation and liable to replace the missing/dead plants. 
Performance and growth of the plants shall be linked to the payment to the contractors for this
work.

After launch of the app, NHAI has immediately started work to create user ids of over 150 ROs/
PDs/ Horticulture experts.  Apart from this, around 7800 plants have also been geo-tagged using
the toda

NHAI has been undertaking plantation drives from time to time to develop eco-friendly National
Highways and has constantly addressed ecological concerns by adopting environment-friendly
methods.  In the year 2020, NHAI plans to undertake a sustained plantation drive. The vision is
to plant 72 Lakh plants along NH stretches collectively with concessionaire, State Government
agencies and private plantation agencies. In addition, NHAI is engaging experts from the
plantation, forestry, agriculture, horticulture with vast field experience. Two professionals with
suitable background and experience are being engaged for each of its regional offices. For
proper supervision of plantation in each project, horticulture experts are also being engaged.
Apart from plantation, NHAI is also emphasizing on transplantation of trees which are required to
be axed for development of highway projects.

NHAI has identified the NH stretches and is creating a data base of all the plantations already
done and to be done on these stretches. The launch of ‘Harit Path’, mobile app will further
facilitate creation of Green Highways across the country.

-------
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Source : www.pib.gov.in Date : 2020-08-24

UTILIZATION OF EXCESS SUGARCANE FOR ETHANOL
PRODUCTION TO IMPROVE VIABILITY OF SUGAR
INDUSTRY; ETHANOL IS A GREEN FUEL AND ITS
BLENDING WITH PETROL ALSO SAVES FOREIGN
EXCHANGE

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

Government has taken various measures to improve viability of sugar industry,
thereby enabling sugar mills to make timely payment of cane dues of farmers. Going
forward, diversion of excess sugarcane and sugar is the long term solution for
addressing the problem of excess stock and improving viability of sugar industry.
Ethanol is a green fuel & its blending with petrol also saves the country’s foreign
exchange.

A meeting co-chaired by Secretary (Food & Public Distribution), Secretary (MoPNG)
and Secretary (DFS) was held with the representatives of leading banks and Oil
Marketing Companies, Cane Commissioners of major sugar producing States and
sugar industry associations on 21st August 2020, in which ways and means to
increase the supply of ethanol to OMCs was discussed to achieve the objective of the
Government to increase blending percentage in petrol.  It was agreed that as
producers of ethanol (sugar mills), buyers of ethanol (OMCs) and the lenders (banks)
are willing to enter into a tri-partite agreement (TPA) about producing, buying and
paying for the ethanol through an escrow account etc., the banks can consider giving
loans to sugar mills even with weak balance sheets. This would facilitate mills to avail
loans from banks to set up new distilleries or to expand their existing distilleries,
thereby enhancing the overall distillation capacity in the country and thus would help
in achieving the blending target under Ethanol Blended with Petrol programme. It was
assured by the States and industry that efforts would be made to increase supply of
ethanol in the current as well as in ensuing ethanol supply years.

During last ethanol supply year 2018-19 about 189 crore ltrs of ethanol was supplied
by sugar mills and grain based distilleries to OMCs thereby achieving 5% blending
target and in current ethanol supply year 2019-20, efforts are being made to supply
190-200 crore ltrs of ethanol for blending with petrol to achieve 5.6% blending. The
Government has 10% blending target for mixing ethanol with petrol by 2022 & 20%
blending target by 2030. To achieve the objective of the Government, Department of
Food & Public Distribution is regularly holding meetings with Department of Financial
Services; Ministry of Petroleum & Natural Gas; Ministry of Environment, Forest &
Climate Change; State Governments; representatives from Sugar Industry and
Banks. 

With a view to achieving blending targets, Government is encouraging sugar mills
and molasses based standalone distilleries to enhance their ethanol distillation
capacity. Soft loans of about Rs. 18600 crores are being extended through banks to
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362 projects of 600 crore litre capacity for enhancement and augmentation of ethanol
production capacity, for which an interest subvention of about Rs.4045 crore for five
years is being borne by the Government. So far loans have been sanctioned to 64
project proponents & completion of these projects would increase ethanol distillation
capacity by 165 crore ltrs in another two years. Thus the ethanol distillation capacity
in the country would increase from 426 crore ltrs per annum to about 590 crore ltrs
per annum by 2022.

To encourage sugar mills to divert excess sugarcane to produce ethanol for blending
with petrol, the Government has allowed production of ethanol from B-Heavy
Molasses, sugarcane juice, sugar syrup and sugar; and has also fixed the
remunerative ex-mill price of ethanol derived from these feed-stocks. The State-wise
targets for ethanol manufacture have also been fixed. Sugar mills / distilleries have
been advised to utilize at least 85 % of their existing installed capacity to produce
ethanol. Sugar mills having distillation capacity have been advised to divert B-heavy
molasses and sugar syrup for producing ethanol to utilize their capacity to maximum
extent; and  those sugar mills which do not have distillation capacity should produce
B-Heavy molasses and should tie up with distilleries which can produce ethanol from
B-Heavy molasses. States have also been requested to ensure smooth movement of
molasses & ethanol.

 

*****

APS/SG/MS

Government has taken various measures to improve viability of sugar industry,
thereby enabling sugar mills to make timely payment of cane dues of farmers. Going
forward, diversion of excess sugarcane and sugar is the long term solution for
addressing the problem of excess stock and improving viability of sugar industry.
Ethanol is a green fuel & its blending with petrol also saves the country’s foreign
exchange.

A meeting co-chaired by Secretary (Food & Public Distribution), Secretary (MoPNG)
and Secretary (DFS) was held with the representatives of leading banks and Oil
Marketing Companies, Cane Commissioners of major sugar producing States and
sugar industry associations on 21st August 2020, in which ways and means to
increase the supply of ethanol to OMCs was discussed to achieve the objective of the
Government to increase blending percentage in petrol.  It was agreed that as
producers of ethanol (sugar mills), buyers of ethanol (OMCs) and the lenders (banks)
are willing to enter into a tri-partite agreement (TPA) about producing, buying and
paying for the ethanol through an escrow account etc., the banks can consider giving
loans to sugar mills even with weak balance sheets. This would facilitate mills to avail
loans from banks to set up new distilleries or to expand their existing distilleries,
thereby enhancing the overall distillation capacity in the country and thus would help
in achieving the blending target under Ethanol Blended with Petrol programme. It was
assured by the States and industry that efforts would be made to increase supply of
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ethanol in the current as well as in ensuing ethanol supply years.

During last ethanol supply year 2018-19 about 189 crore ltrs of ethanol was supplied
by sugar mills and grain based distilleries to OMCs thereby achieving 5% blending
target and in current ethanol supply year 2019-20, efforts are being made to supply
190-200 crore ltrs of ethanol for blending with petrol to achieve 5.6% blending. The
Government has 10% blending target for mixing ethanol with petrol by 2022 & 20%
blending target by 2030. To achieve the objective of the Government, Department of
Food & Public Distribution is regularly holding meetings with Department of Financial
Services; Ministry of Petroleum & Natural Gas; Ministry of Environment, Forest &
Climate Change; State Governments; representatives from Sugar Industry and
Banks. 

With a view to achieving blending targets, Government is encouraging sugar mills
and molasses based standalone distilleries to enhance their ethanol distillation
capacity. Soft loans of about Rs. 18600 crores are being extended through banks to
362 projects of 600 crore litre capacity for enhancement and augmentation of ethanol
production capacity, for which an interest subvention of about Rs.4045 crore for five
years is being borne by the Government. So far loans have been sanctioned to 64
project proponents & completion of these projects would increase ethanol distillation
capacity by 165 crore ltrs in another two years. Thus the ethanol distillation capacity
in the country would increase from 426 crore ltrs per annum to about 590 crore ltrs
per annum by 2022.

To encourage sugar mills to divert excess sugarcane to produce ethanol for blending
with petrol, the Government has allowed production of ethanol from B-Heavy
Molasses, sugarcane juice, sugar syrup and sugar; and has also fixed the
remunerative ex-mill price of ethanol derived from these feed-stocks. The State-wise
targets for ethanol manufacture have also been fixed. Sugar mills / distilleries have
been advised to utilize at least 85 % of their existing installed capacity to produce
ethanol. Sugar mills having distillation capacity have been advised to divert B-heavy
molasses and sugar syrup for producing ethanol to utilize their capacity to maximum
extent; and  those sugar mills which do not have distillation capacity should produce
B-Heavy molasses and should tie up with distilleries which can produce ethanol from
B-Heavy molasses. States have also been requested to ensure smooth movement of
molasses & ethanol.

 

*****

APS/SG/MS

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com



Page 110

cr
ac

kIA
S.co

m

Source : www.livemint.com Date : 2020-08-25

EXCHANGE TRADED FUNDS: ALL YOU NEED TO
KNOW

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

An ETF has to invest at least 95% of its total assets in securities of the index that it is tracking.

Exchange Traded Funds or ETFs have witnessed major inflows in the last one year. The assets
under Gold ETFs have soared by 155% in the last one year to 12,941 crore as on July 31. Other
ETF AUM has also risen by 37% in the same period. An ETF is a passive form of investing
which invests in a basket of securities that mostly tracks a certain index. It tries to mirror the
return of the index it is tracking. Unlike mutual funds, ETFs can be bought and sold only through
the stock exchanges. Demat account is a must to trade in ETFs. Since they are passively
manged, ETFs are cheaper and have a much lower expense ratio compared to actively-
managed mutual funds.

Here is all you need to know about ETFs:
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Source : www.thehindu.com Date : 2020-08-25

THE CHALLENGE OF CATCHING ELUSIVE TAXPAYERS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &

Black Money incl. Government Budgeting

India’s tax collection is set to decline sharply this year because of the decline in national income
and fall in employment due to COVID-19. Simultaneously, expenditures related to the pandemic
are ballooning. Thus, the fiscal deficit in the budget is set to rise unless other expenditures are
cut. However, there are committed expenditures which cannot be curtailed and the deficit in the
budget is set to climb to a new high for 2020-21. So, there is no option but to try and collect
more taxes.

The Prime Minister unveiled income tax reforms to make the system faceless, painless and
seamless. He stated that 15 million people pay income tax out of a population of more than 1.35
billion. This is the number for the financial year 2018-19. For 2019-20, the number of taxpayers
may be similar given that the economy was slowing down and unemployment was at a record
high. In 2020-21, the number would drop sharply due to the impact of COVID-19 and massive
unemployment in the organised sector.

Also read: PM announces faceless assessment, taxpayers’ charter

The number of tax filers has increased but the number of taxpayers has dropped. This is a result
of the tax concession offered in the Budget — those filing a return up to 5 lakh do not have to
pay a tax. Interestingly, in 2012-13, a year for which the government had released detailed data
in 2016, the number of effective tax payers was 16 million. So, in spite of an increase in
population and the laws introduced in the last six years to bring the rich into the tax net, there
has been little change in the number of taxpayers. The fact that the direct tax to GDP ratio in
percentage terms is stagnating at about 5.5% is another indication of this.

There are two categories of the well-off in the country: those who file a tax return and those who
completely escape the tax net. If the former had declared more of their incomes, the tax to GDP
ratio would have risen. If those who were outside the tax net had come into the tax net and
started filing their returns, there would have been a rise both in the tax to GDP ratio and the
number of taxpayers.

A 2016 report says the top 10% of Indians earned 55% of the nation’s incomes. If these people
could be brought under the income tax net and they paid their taxes honestly, at current tax
rates, income tax to GDP ratio alone would have been about 18%. Add to that the collection
from other direct taxes, like corporate tax, and the figure would be more than 20%. This figure of
55% does not take into account the black income generation in the country. Clearly a lot of taxes
are not paid out of white incomes and none from the black incomes.

Demonetisation was supposed to bring out the black incomes and turn them white so that the
tax to GDP ratio could sharply rise. The government made repeated announcements about how
many more people had come into the tax net after demonetisation and about how more tax
would be collected. No such thing has happened as the Prime Minister’s statement implies.

The government has been trying hard to tackle the large black economy. As soon as it started its
innings in 2014, the NDA set up a special investigation team under court orders. It renegotiated
the tax treaty with Mauritius to get back to India the money held abroad. But nothing seems to
budge the rich (say, the top 1% in the income ladder) to pay more tax. Actually, the rich are
fleeing the country. More than 23,000 high net worth individuals left the country in five years up

https://www.thehindu.com/news/national/pm-says-faceless-assessment-faceless-appeal-and-taxpayer-charter-part-of-new-platform/article32342005.ece
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to 2019. Embarrassingly, when the Defence Minister was in France last year to receive the first
Rafale fighter jet, the CEO of Dassault Aviation said in a speech that India should not terrorise
them with its tax and custom rules.

A considerable part of the tax filing process was computerised when e-filing and, earlier, PAN
were introduced. These measures tried to cajole people into filing honest returns. Former
Finance Minister Yashwant Sinha introduced the scheme of honouring honest tax payers. The
government is again talking of it. The Vivad se Vishwas scheme was introduced to settle tax
disputes. But none of these schemes seem to have delivered.

The government is able to trust neither the tax department officials nor the rich. So, it has
decided to hand over the process of taxation to computers. The computer will decide who will
assess the tax return of an individual. During the different stages of a case, different officers will
be involved. That is why the new scheme is said to be faceless and anonymous so that no
nexus can be formed between the taxpayer and the officer involved in passing the return, and
money cannot be paid to evade taxes.

The department is being reorganised into assessment units, verification units, review units and
technical units. There will also be a small unit to take care of past matters. Apparently a pilot
project was run last year to assess the efficacy of the new scheme of things. However, there is
worry that the software can be manipulated by those who know the system.

There is an administrative problem. The department is grossly understaffed and officers have
inadequate time to scrutinise cases. A few thousand officers have to deal with lakhs of cases.
What takes a clever Chartered Accountant a few months to prepare cannot be deciphered by an
officer in a few hours. Incomes of salaried employees are simple to estimate but the problem lies
with estimating business incomes. To estimate them one needs to know the revenue and costs.
Both are fudged through under-invoicing and over-invoicing. Businessmen declare their entire
household expenditure as business costs. Even if a lot of computerised data are available it may
prove to be inadequate. In 2016, before demonetisation, the government had initiated an
Income Declaration Scheme. To scare people, the department announced that it had data on 93
lakh high-value transactions and would use it to catch people but this had little impact.

The highest tax rate has been brought down from 97.5% in 1971 to 30% (plus surcharge) now.
After 1991, with new economic policies, the controls and regulations were sharply curtailed – the
Monopolies and Restrictive Trade Practices Act, the Foreign Exchange Regulation Act, etc.
were removed. But the well-off have constantly complained that tax rates are high and there are
too many controls; that they pay all the taxes but get nothing in return. This lament is rather
unfair since they have gained the most out of the country’s development. So, at what level would
there be satisfaction that tax rates and regulations are fine?

This is an important pointer to the feeling of social injustice in every section of the population.
The well-off who have gained the most complain of it and the poor live with injustice. There is
massive alienation in society. The pandemic also points to this – the way vast numbers have
suffered and why they do not heed the authorities.

Arun Kumar is Malcolm Adiseshiah Chair Professor, Institute of Social Sciences
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Source : www.livemint.com Date : 2020-08-25

INDIA’S INFLATION TARGETING RAISES TOUGH
QUESTIONS

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

Many have viewed the move towards inflation targeting under the new monetary policy
framework as successful. Some have highlighted the problems associated with the decisions
made by the MPC. Mint takes a closer look.

Many have viewed the move towards inflation targeting under the new monetary policy
framework as successful. Some have highlighted the problems associated with the decisions
made by the Monetary Policy Committee (MPC). Mint takes a closer look.

What is the new monetary framework?

The new monetary framework was an outcome of the agreement between the Reserve Bank of
India (RBI) and the central government signed in February 2015. The agreement explicitly made
inflation targeting the objective of the MPC while using the repo rate as the instrument for it. The
Reserve Bank’s MPC was given the target of keeping inflation at 4% with a tolerance limit of 2%.
This meant that inflation should be between 2% and 6%. The target was in contrast with the
multiple indicator approach that predated this framework where the central bank focused on both
growth and price stability.

How does the MPC target inflation?

Every two months, the Reserve Bank’s MPC has a review meeting where they discuss the likely
inflation and growth estimates over the coming months.

Based on this review, the MPC targets inflation using the policy rate, or the repo rate. When
inflation is higher than the inflation target set by the central bank, then the MPC must increase
the repo rate. On the other hand, when the actual inflation is lower than the target, the MPC
could decrease the repo rate. The

MPC looks at consumer price inflation (CPI) as the inflation target that it must keep between 2%
and 6%.

How is the neutral real rate defined?

The real rate is repo rate minus inflation.A neutral real rate is the rate of interest at which the
monetary policy is neither accommodative nor too tight. The neutral real rate concept is
important and significant for inflation targeting. If inflation is higher than the target, we should
have a higher real rate than the neutral real rate and vice versa.

Does inflation depend on monetary policy?

This has been a much-debated subject as many have pointed out the high sensitivity of India’s
inflation index, especially the CPI to changes in fuel and food prices, both of which are not
affected by the rates of interest. Critics have argued for the need to look at an indicator of
inflation that excludes food and fuel, or at measures of inflation, instead of just the CPI. Others
point to the role played by consumer expectations regarding future inflation, which depends on
the prices that they witness in the market.
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Has inflation targeting failed in India?

There has been a shift in the approach towards the conduct of monetary policy as many nations
gradually shift from inflation targeting. Indeed, inflation in India has been subdued since the new
monetary policy framework was brought in. Many view this as a sign of its success in India while
others point at the tight policy and its adverse impact on India’s growth rate as a sign of
problems with the framework, which has come at the cost of growth.

Karan Bhasin is a Delhi-based policy researcher.
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Source : www.livemint.com Date : 2020-08-26

THE JUMP IN FOREX RESERVES MAY NOT BE A
POSITIVE SIGN
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign Capital, Foreign Trade

& BOP

Amid the covid-19 pandemic, India’s forex reserves have been going up at a very fast pace and
have touched a new high, in absolute terms, almost every week. What does this mean in the
overall context of the Indian economy? Mint takes a look.

Amid the covid-19 pandemic, India’s foreign exchange (forex) reserves have been going up at a
very fast pace and have touched a new high, in absolute terms, almost every week. What does
this mean in the overall context of the Indian economy? Mint takes a look.

How fast have India’s forex reserves risen?

Between 27 March and 14 August this year, foreign exchange reserves rose 12.6% to $535.25
billion. The interesting thing is that during a similar period in 2019, forex reserves rose by just
4.5% to $430.5 billion. Clearly, there has been a very rapid increase in the country’s foreign
exchange reserves since March-end, after the negative economic impact of the coronavirus
pandemic was first felt. Some economic and political commentators have tried to pass this
increase as evidence of improvement in the overall state of the economy. But there’s much more
to it than meets the eye.

What does this jump in forex reserves signify?

A large part of the foreign exchange reserves is used to pay for imports. Goods imports between
April and July fell 46.7% to $88.9 billion. Hence, lesser reserves have been used to pay for
imports. This essentially shows a slump in economic activity since the onset of lockdown. India
imports a large part of the crude oil that it consumes. During the first four months of the current
fiscal year, the country imported around 82% of the total oil it has consumed. Nevertheless, the
total oil and petroleum products imports have fallen by 55.9% to $19.6 billion, a clear impact of
the lockdown.

So how has this impacted foreign exchange reserves?

While imports fell by 46.7% in the first four months to $88.9 billion, goods exports fell by 30.3%
to $74.9 billion. Hence, trade deficit, the difference between imports and exports, fell by 76.5%
to $14 billion as against $59.4 billion last year. This difference of $14 billion was more than
made up for through other sources, pushing up the reserves.

What other sources have aided reserves?

Besides reduced imports, there are other factors that have pushed forex reserves up. As the
price of gold has increased, between 27 March and 14 August, the value of gold held by the
Reserve Bank of India (RBI) has jumped by 21.7% to $37.6 billion. Clearly, not just individuals
have benefited from owning gold as it has rallied, RBI has gained too. Over and above this, with
people not leaving India for holidays, business trips or education, the demand for foreign
exchange while travelling abroad, has taken a beating.

Do foreign investors have any role to play?
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Foreign institutional investors (FIIs) bring money primarily in dollars. These dollars need to be
exchanged for rupees before they can be invested. Between 1 April and 24 August, FIIs have
net-invested 77,779 crore in Indian stocks. Assuming one dollar to be worth 75, this means that
FIIs have brought in more than $10 billion this year into India and this has ended up with RBI as
foreign exchange reserves.

Vivek Kaul is the author of Bad Money.
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TOO MUCH BANK FRAUD
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

According to the Reserve Bank of India’s annual report, cases of major fraud reported in 2019-
20 added up to 1.85 trillion, more than double the previous year’s figure

As personal data gets harder to protect and online banking ever more complex, Indians seem
increasingly vulnerable to being ripped off. According to the Reserve Bank of India’s annual
report, cases of major fraud reported in 2019-20 added up to 1.85 trillion, more than double the
previous year’s figure. Large-credit frauds made up the bulk, with public sector banks the worst
hit.

But low-value online fraud is a worry, too. For net transactions, banks use double-verification
protocols that demand a password, as well as a one-time code, sent to a registered mobile
phone. But hackers can install spyware on phones to steal both. With people’s account numbers
all over the internet, lazier thieves can also have a go. Ever since banking went mostly faceless,
customers have found it difficult to get even a voice at the bank’s end to speak with. So, when
nameless callers pretend to be calling from banks, too many recipients of these calls—especially
those befuddled by bank apps—are grateful rather than suspicious. Those who get vital
information coaxed out of them suffer. Banks should ponder the consequences of their receding
brick-and-mortar presence.
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IN ‘ACT OF GOD’, COERCIVE NOT COOPERATIVE
FEDERALISM

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

It is beyond anyone’s imagination that the Government of India would invoke the “Force
Majeure” clause against its own people. Unfortunately, this has become reality at a time when
every Indian State is massively burdened by the COVID-19 crisis and governance has been
severely affected.

Finance Minister Nirmala Sitharaman’s statement on Thursday that the financial crisis facing the
States is a result of an “act of God” is symptomatic of the callousness with which the Narendra
Modi government treats State governments. This abdication of responsibility strikes a cruel blow
to the social contract that exists between the Government of India and State governments, who
are equal representatives of the 1.3 billion citizens of India.

Also read | CPI(M) hits out at govt over ‘Act of God’ remark on GST revenue shortfall

The Goods and Services Tax (GST) regime was built on the promise that if States faced
revenue deficits after the GST’s introduction, the Centre would make good the loss in the first
five years. It was on the basis of this commitment that States extended their support to GST.
States sacrificed their constitutionally granted powers of taxation in the national interest. That
allowed the Centre to announce the dawn of “one nation one tax” at the stroke of midnight in
2017!

When the GST compensation cess exceeded the amount that had to be paid to States, the
Central government absorbed the surplus. Now, the economy has slowed down dramatically
and the resources raised are insufficient. Instead of exploring other viable options, the Centre is
orchestrating a charade and raising questions about whether it is legally accountable to pay
compensation. A reading of the Goods and Services Tax (Compensation to States) Act 2017
and the Constitution 101st Amendment answer these questions affirmatively. Alas, the
government’s objective is to obfuscate.

It is one thing to say that there are no funds available but entirely another to assert that there is
no commitment to pay compensation. This commitment has a history that begins with United
Progressive Alliance era when many Bharatiya Janata Party-ruled States strongly pitched for a
compensation mechanism to be a part of the Constitution itself. Paragraph 92 of the Standing
Committee report shows that the Centre assured payment of compensation for a specified
period, if there were such a loss.

Also read | Centre abdicating its duty on GST: Chidambaram, Jairam

When the Narendra Modi government introduced the GST compensation cess, many States
pointed out that proceeds from the cess may be inadequate to fund the losses faced by States
after the rollout of GST. Allaying these apprehensions, the central government made the
assurance that it would provide funds to meet States’ deficits. In the seventh meeting of the GST
Council, the Chairman (then Finance Minister Arun Jaitley), observed that it was the
constitutional commitment of the central government to provide cent per cent compensation.

This was reinforced in the eight meeting of the Council. In the tenth meeting, the Secretary of
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the GST Council stated that the central government could raise resources by other means for
compensation and this could then be recouped by continuing the cess beyond five years.

Therefore, there was never any ambiguity in the minds of States that succour will be offered by
the Centre. The constitutional framework that ushered in the GST does not provide an escape
clause for ‘Acts of God’. States never expected to be disappointed so early. The central
government has let them down by thrusting on them two options, both of which involve
borrowing by States. This is akin to asking States to mortgage their future to sustain the present.
Cooperative federalism has been transformed into coercive federalism.

Also read | Centre can't be held liable for revenue loss in pandemic, Assam Finance Minister
Himanta Biswa Sarma told GST Council

The central government has the ability to raise resources through means that are not available
to States. Monetary measures are the monopoly of the central government. Even borrowing is
more efficient and less expensive if it is undertaken by the Central government.

Over the last six years, the Centre has continually cornered resources that should have been
shared with States. The Fourteenth Finance Commission allotted 42% of central government tax
revenues to States. However, Accountability Initiative’s analysis of State Budgets shows that
States received only 30%of central tax collections during the 2015-19 period.

Also read | Centre unable to pay GST dues to States: Union Finance Secretary

The Centre raised an estimated 3,69,111 crore revenue through cesses and surcharges in
2019-20 alone. These are not shareable with States.

Similarly, cesses on petroleum products have resulted in the Centre receiving 60% of petroleum
tax revenues, with only 40% going to States. In 2013-14, the ratio was 50-50.

As equal representatives of the citizens of the federal republic of India, State governments
expected the Centre to demonstrate empathy when they are bearing the brunt of the COVID-19
pandemic and lockdowns that were announced without consultation. This is the most
appropriate time to provide them relief through the Consolidated Fund of India.

Comment | Making up for shortfalls in GST collection

Prime Minister Narendra Modi proudly described GST as a ‘Good and Simple Tax’ which would
usher in a glorious economic future for India. Unfortunately, just three years later, the harsh
reality is that States are staring at ‘grave and sordid times’ ahead.

Manpreet Singh Badal is Finance Minister of Punjab. Rajeev Gowda is a former Member of
Parliament and Chairman of the Congress party’s Research Department
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Dear reader,

We have been keeping you up-to-date with information on the developments in India and the
world that have a bearing on our health and wellbeing, our lives and livelihoods, during these
difficult times. To enable wide dissemination of news that is in public interest, we have increased
the number of articles that can be read free, and extended free trial periods. However, we have
a request for those who can afford to subscribe: please do. As we fight disinformation and
misinformation, and keep apace with the happenings, we need to commit greater resources to
news gathering operations. We promise to deliver quality journalism that stays away from vested
interest and political propaganda.

Dear subscriber,

Thank you!
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Source : www.pib.gov.in Date : 2020-08-29

PRADHAN MANTRI JAN-DHAN YOJANA (PMJDY) -
NATIONAL MISSION FOR FINANCIAL INCLUSION,
COMPLETES SIX YEARS OF SUCCESSFUL
IMPLEMENTATION

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

Ministry of Finance is committed to provide financial inclusiveness and support to the
marginalized and hitherto socio-economically neglected classes. Financial Inclusion is a national
priority of the Government as it is an enabler for inclusive growth. It is important as it provides an
avenue to the poor for bringing their savings into the formal financial system, an avenue to remit
money to their families in villages besides taking them out of the clutches of the usurious money
lenders. A key initiative towards this commitment is the Pradhan Mantri Jan Dhan Yojna
(PMJDY), which is one of the biggest financial inclusion initiatives in the world.

PMJDY was announced by Prime Minister, Shri Narendra Modi in his Independence Day
address on 15th August 2014. While launching the programme on 28th August, the Prime
Minister had described the occasion as a festival to celebrate the liberation of the poor from a
vicious cycle.

On the 6th Anniversary of PMJDY, Union Minister for Finance & Corporate Affairs , Smt.
Nirmala Sitharaman reiterated the importance of this Scheme “The Pradhan Mantri Jan
Dhan Yojana has been the foundation stone for the Modi government’s people-centric
economic initiatives. Whether it is direct benefit transfers, COVID-19 financial assistance,
PM-KISAN, increased wages under MGNREGA, life and health insurance cover, the first
step was to provide every adult with a bank account, which PMJDY has nearly
completed.” she said

Minister of State for Finance & Corporate Affairs, Shri Anurag thakur also expressed his
thoughts for PMJDY on this occasion. He said “Under the leadership of Prime Minister
Narendra Modi, PMJDY has brought the unbanked into the banking system, expanded the
financial architecture of India and brought financial inclusion to over 40 crore account
holders. A majority of the beneficiaries are women and most of the accounts are from
rural India. In today’s COVID19 times, we have witnessed the remarkable swiftness and
seamlessness with which DBTs have empowered and provided financial security to the
vulnerable sections of society. An important aspect is that DBTs via PM Jan Dhan
accounts have ensured every rupee reaches its intended beneficiary and prevented
systemic leakage.”

As we complete 6 years of successful implementation of this Scheme, we take a look at
the major aspects and achievements of this Scheme so far.

 

Background

Pradhan Mantri Jan-Dhan Yojana (PMJDY) is National Mission for Financial Inclusion to ensure
access to financial services, namely, Banking/ Savings & Deposit Accounts, Remittance, Credit,
Insurance, Pension in an affordable manner.
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1.     Objectives:

2.     Basic tenets of the scheme

3.     Initial Features

The scheme was launched based upon the following 6 pillars: 

 

4.     Important approach adopted in PMJDY based on past experience:

 

 

5.      Extension of PMJDY with New features – The Government decided to extend the
comprehensive PMJDY program beyond 28.8.2018 with some modifications

 

6.     Achievements under PMJDY- As on 19th Aug’2020:

 

a)      PMJDY Accounts

Ø  As on 19th Aug’20 Number of Total PMJDY Accounts: 40.35 Crore; Rural PMJDY
accounts: 63.6%, Women PMJDY accounts: 55.2%

Ø  During first year of scheme 17.90 crore PMJDY accounts were opened

Ø  Continuous increase in no of accounts under PMJDY

 

b)      Operative PMJDY Accounts –
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Ø  As per extant RBI guidelines, a PMJDY account is treated as inoperative if there are
no customer induced transactions in the account for over a period of two years

Ø  In Aug’20, out of total 40.35 crore PMJDY accounts, 34.81 crore (86.3%) are operative

Ø  Continuous increase in % of operative accounts is an indication that more an more of
these accounts are being used by customers on a regular basis

 

c)      Deposits under PMJDY accounts -

Ø  Total deposit balances under PMJDY Accounts stand at Rs. 1.31 lakh crore

Ø  Deposits have increased about 5.7 times with increase in accounts 2.3 times (Aug’20 /
Aug’15)

d)      Average Deposit per PMJDY account -

 

Ø  Average deposit per account is Rs. 3239

Ø  Avg. Deposit per account has increased over 2.5 times over Aug’15

Ø  Increase in average deposit is another indication of increased usage of accounts and
inculcation of saving habit among account holders

 

e)      Rupay Card issued to PMJDY account holders
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Ø  Total RuPay cards issued to PMJDY accountholders: 29.75 Crore

Ø  Number of RuPay cards & their usage has increased over time

 

7.      Jan Dhan Darshak App

A mobile application, was launched to provide a citizen centric platform for locating banking
touch points such as bank branches, ATMs, Bank Mitras, Post Offices, etc. in the country. Over
8 lakh banking touchpoints have been mapped on the GIS App. The facilities under Jan Dhan
Darshak App could be availed as per the need and convenience of common people. The web
version of this application could be accessed at the link http://findmybank.gov.in.

This app is also being used for identifying villages which are not served by banking touchpoints
within 5 km. these identified villages are then allocated to various banks by concerned SLBCs
for opening of banking outlets. The efforts have resulted in significant decrease in number of
such villages.

 

8.      Pradhan Mantri Garib Kalyan Package (PMGKP) for PMJDY women beneficieries

As per announcement made by the Hon’ble Finance Minister on 26.3.2020, under PM Garib
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Kalyan Yojana, an amount of Rs. 500/- per month for three months (April’20 to June’20), was
credited to the accounts of women account holders under Pradhan Mantri Jan Dhan Yojana
(PMJDY). A total of Rs. 30,705 crore have been credited in accounts of women PMJDY
account holders during April-June, 2020.

9.      Towards ensuring smooth DBT transactions:  

As informed by banks, about 8 crore PMJDY accountholders receive direct benefit transfer
(DBT) from the Government under various schemes. To ensure that the eligible beneficiaries
receive their DBT in time, the Department takes active role in identification of avoidable reasons
for DBT failures in consultation with DBT Mission, NPCI, banks and various other Ministries.
With close monitoring in this regard through regular VCs with banks and NPCI, the number of
DBT failure due to avaoidable reasons has observed significant decline from 5.23 lakh (0.20%)
in Apr’19 to 1.1 lakh (0.04%) in Jun’20. 

10.  The road ahead 

        i.  Endeavour to ensure coverage of PMJDY account holders under micro insurance
schemes. Eligible PMJDY accountholders will be sought to be covered under PMJJBY and
PMSBY. Banks have already been communicated about the same.

      ii. Promotion of digital payments including RuPay debit card usage amongst PMJDY
accountholders through creation of acceptance infrastructure across India

    iii.  Improving access of PMJDY account holders to Micro-credit and micro investment
such as flexi-recurring deposit etc.  

 

***

RM/KMN

Ministry of Finance is committed to provide financial inclusiveness and support to the
marginalized and hitherto socio-economically neglected classes. Financial Inclusion is a national
priority of the Government as it is an enabler for inclusive growth. It is important as it provides an
avenue to the poor for bringing their savings into the formal financial system, an avenue to remit
money to their families in villages besides taking them out of the clutches of the usurious money
lenders. A key initiative towards this commitment is the Pradhan Mantri Jan Dhan Yojna
(PMJDY), which is one of the biggest financial inclusion initiatives in the world.

PMJDY was announced by Prime Minister, Shri Narendra Modi in his Independence Day
address on 15th August 2014. While launching the programme on 28th August, the Prime
Minister had described the occasion as a festival to celebrate the liberation of the poor from a
vicious cycle.

On the 6th Anniversary of PMJDY, Union Minister for Finance & Corporate Affairs , Smt.
Nirmala Sitharaman reiterated the importance of this Scheme “The Pradhan Mantri Jan
Dhan Yojana has been the foundation stone for the Modi government’s people-centric
economic initiatives. Whether it is direct benefit transfers, COVID-19 financial assistance,
PM-KISAN, increased wages under MGNREGA, life and health insurance cover, the first
step was to provide every adult with a bank account, which PMJDY has nearly
completed.” she said
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Minister of State for Finance & Corporate Affairs, Shri Anurag thakur also expressed his
thoughts for PMJDY on this occasion. He said “Under the leadership of Prime Minister
Narendra Modi, PMJDY has brought the unbanked into the banking system, expanded the
financial architecture of India and brought financial inclusion to over 40 crore account
holders. A majority of the beneficiaries are women and most of the accounts are from
rural India. In today’s COVID19 times, we have witnessed the remarkable swiftness and
seamlessness with which DBTs have empowered and provided financial security to the
vulnerable sections of society. An important aspect is that DBTs via PM Jan Dhan
accounts have ensured every rupee reaches its intended beneficiary and prevented
systemic leakage.”

As we complete 6 years of successful implementation of this Scheme, we take a look at
the major aspects and achievements of this Scheme so far.

 

Background

Pradhan Mantri Jan-Dhan Yojana (PMJDY) is National Mission for Financial Inclusion to ensure
access to financial services, namely, Banking/ Savings & Deposit Accounts, Remittance, Credit,
Insurance, Pension in an affordable manner.

1.     Objectives:

2.     Basic tenets of the scheme

3.     Initial Features

The scheme was launched based upon the following 6 pillars: 

 

4.     Important approach adopted in PMJDY based on past experience:

 

 

5.      Extension of PMJDY with New features – The Government decided to extend the
comprehensive PMJDY program beyond 28.8.2018 with some modifications

 

6.     Achievements under PMJDY- As on 19th Aug’2020:

 

a)      PMJDY Accounts
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accounts: 63.6%, Women PMJDY accounts: 55.2%

Ø  During first year of scheme 17.90 crore PMJDY accounts were opened

Ø  Continuous increase in no of accounts under PMJDY

 

b)      Operative PMJDY Accounts –

 

Ø  As per extant RBI guidelines, a PMJDY account is treated as inoperative if there are
no customer induced transactions in the account for over a period of two years

Ø  In Aug’20, out of total 40.35 crore PMJDY accounts, 34.81 crore (86.3%) are operative

Ø  Continuous increase in % of operative accounts is an indication that more an more of
these accounts are being used by customers on a regular basis

 

c)      Deposits under PMJDY accounts -

Ø  Total deposit balances under PMJDY Accounts stand at Rs. 1.31 lakh crore

Ø  Deposits have increased about 5.7 times with increase in accounts 2.3 times (Aug’20 /
Aug’15)
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d)      Average Deposit per PMJDY account -

 

Ø  Average deposit per account is Rs. 3239

Ø  Avg. Deposit per account has increased over 2.5 times over Aug’15

Ø  Increase in average deposit is another indication of increased usage of accounts and
inculcation of saving habit among account holders

 

e)      Rupay Card issued to PMJDY account holders

 

Ø  Total RuPay cards issued to PMJDY accountholders: 29.75 Crore

Ø  Number of RuPay cards & their usage has increased over time

 

7.      Jan Dhan Darshak App

A mobile application, was launched to provide a citizen centric platform for locating banking
touch points such as bank branches, ATMs, Bank Mitras, Post Offices, etc. in the country. Over
8 lakh banking touchpoints have been mapped on the GIS App. The facilities under Jan Dhan
Darshak App could be availed as per the need and convenience of common people. The web
version of this application could be accessed at the link http://findmybank.gov.in.
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This app is also being used for identifying villages which are not served by banking touchpoints
within 5 km. these identified villages are then allocated to various banks by concerned SLBCs
for opening of banking outlets. The efforts have resulted in significant decrease in number of
such villages.

 

8.      Pradhan Mantri Garib Kalyan Package (PMGKP) for PMJDY women beneficieries

As per announcement made by the Hon’ble Finance Minister on 26.3.2020, under PM Garib
Kalyan Yojana, an amount of Rs. 500/- per month for three months (April’20 to June’20), was
credited to the accounts of women account holders under Pradhan Mantri Jan Dhan Yojana
(PMJDY). A total of Rs. 30,705 crore have been credited in accounts of women PMJDY
account holders during April-June, 2020.

9.      Towards ensuring smooth DBT transactions:  

As informed by banks, about 8 crore PMJDY accountholders receive direct benefit transfer
(DBT) from the Government under various schemes. To ensure that the eligible beneficiaries
receive their DBT in time, the Department takes active role in identification of avoidable reasons
for DBT failures in consultation with DBT Mission, NPCI, banks and various other Ministries.
With close monitoring in this regard through regular VCs with banks and NPCI, the number of
DBT failure due to avaoidable reasons has observed significant decline from 5.23 lakh (0.20%)
in Apr’19 to 1.1 lakh (0.04%) in Jun’20. 

10.  The road ahead 

        i.  Endeavour to ensure coverage of PMJDY account holders under micro insurance
schemes. Eligible PMJDY accountholders will be sought to be covered under PMJJBY and
PMSBY. Banks have already been communicated about the same.

      ii. Promotion of digital payments including RuPay debit card usage amongst PMJDY
accountholders through creation of acceptance infrastructure across India

    iii.  Improving access of PMJDY account holders to Micro-credit and micro investment
such as flexi-recurring deposit etc.  
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***

RM/KMN
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Source : www.thehindu.com Date : 2020-08-29

MAKING AGRICULTURAL MARKET REFORMS
SUCCESSFUL

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

Getty Images/iStockphoto   | Photo Credit: Getty Images/iStockphoto

The recent reforms in agricultural marketing have brought a sea change in policy. The removal
of restrictions under the Essential Commodities Act (ECA) should help attract private investment
in agriculture and help farmers of cereals, pulses, oilseeds, onion and potato, who have been
adversely affected by the policy regime hitherto that discouraged private investment. The two
new ordinances are expected to enable inter-State trade and promote contract farming, thereby
providing a large number of options to farmers.

However, there are several difficulties that need to be addressed before the full benefits of these
policies are realised. The first one is what the behavioural economists call the ‘time-
inconsistency’ problem, or in simple terms, the policy credibility problem. This situation arises
when a decision maker’s preferences change over time in such a way that the preferences are
inconsistent at different points in time. Why is this problem relevant in the present context?
Because the policy signals are not very clear in the last few years as relates to agricultural
marketing, as we will see below.

Comment | Hardly the 1991 moment for agriculture

In 2016, the electronic national agricultural market (e-NAM) was launched with a lot of fanfare.
The e-NAM was intended to be a market-based mechanism for efficient price discovery by the
farmers. In the first phase, 585 markets across 16 States and 2 Union Territories were covered.
States needed to amend their respective Agricultural Produce Market Committee (APMC) Acts
to put in place three prerequisites for the success of this programme — a single licence across
the State; a single-point levy of the market fee; and electronic auctioning in all the markets.
Several States could not or did not carry out these amendments and the e-NAM proved to be far
less effective than desired.

As a result, the government reverted back to public price support by launching an ambitious
programme, PM-AASHA, in September 2018. The main objective of this programme was to
provide an assured price to farmers that ensured a return of at least 50% more than the cost of
cultivation. The programme was confined to pulses and oilseeds to limit the fiscal costs,
although many other crops, which did not receive the benefits of the MSP-procurement system,
also needed this coverage. Public procurement, deficiency payments and private procurement
were the main planks of this programme. However, only public procurement was carried out in a
meaningful way. Deficiency payments were only implemented on a pilot basis in Madhya
Pradesh and private procurement was not initiated, even on a pilot basis, in any State. However,
the initial budgetary outlay did not match the level of ambition of the programme. An outlay of
only 4721 crore was made in 2018-19. A study by the Institute of Economic Growth at the time
showed that the programme needed a much larger outlay to provide comprehensive coverage.
The initial outlay further dwindled to 321 crore in 2019-2020 and only 500 crore have been
earmarked in 2020-2021. In addition to the PM-AASHA programme, two Model Acts were
formulated by the Central government in 2017 and 2018 to promote agricultural marketing and
contract farming in States. States were required to legislate these Model Acts. However,
progress has been tardy and many States have not adopted the Model Acts. This uninspiring
performance of PM-AASHA necessitated a more radical and direct approach. Thus evolved the

https://www.thehindu.com/profile/photographers/Getty-Images-iStockphoto/
https://www.thehindu.com/opinion/op-ed/hardly-the-1991-moment-for-agriculture/article31665952.ece
https://www.thehindu.com/news/national/telangana/more-features-on-enam-platform/article26689858.ece
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PM-KISAN, a direct cash transfer programme, in the interim Budget of 2019-2020 (February
2019). This programme involved a fixed payment of 6,000 per annum to each farm household
with a budgetary outlay of 75,000 crore. This programme has worked reasonably well so far with
many States topping up the amount at their end. With the onset of the COVID-19 crisis,
improving the market functioning received renewed attention. E-NAM has been scaled up to
cover 415 more markets, farmers have been allowed to sell and transport directly from
registered warehouses and Farmer Produce Organisations (FPOs) and app-based transport
services have been devised. Taking this thrust further, the government announced a slew of
reforms on May 15, including the major marketing reforms mentioned above.

Also read | Centre wants States to ditch APMC for e-NAM

However, some of the issues that impeded the success of the earlier initiatives still remain. The
frequent flip-flops in farm policy — from a market-based e-NAM to a public funded PM-AASHA
and now back to market-based measures — may not inspire much confidence in the minds of
private investors about the continuance of the present policies. This may result in the investors
adopting a wait-and-watch approach.

The second issue is the Centre-State and State-State relations. Although the Ordinances were
passed by the Central Government using the constitutional provisions, the implementation of the
same vests with the States. Also, inter-State trade involves movement of goods across the State
boundaries. Thus, coordination between the Central and the State governments, and also
among various States becomes crucial. Also, the States must have faced several problems in
legislating and implementing the earlier Model Acts. Thus, the Centre must engage with the
States about these constraints in order to iron out the potential problems in implementation of
the ordinances. Such a consultative and conciliatory approach will also minimise friction
between the Centre and the States when the ordinances come up before Parliament.

Atmanirbhar Bharat Abhiyan | What are the measures announced by the government to deal
with the farm crisis?

The third important issue is the multiple market failures and the resultant inter-linkage of rural
markets. Absence or failure of credit and insurance markets may lead a farmer to depend upon
the local input dealer or the middleman to meet his/her farming needs. This, in turn, may tie him
to these intermediaries and constrain his choice of output markets. Similarly, the widespread
restrictions on land leasing in many States lead to inefficient scale of production. Thus, reforms
in the output market alone are not sufficient and must be supplemented and complemented with
liberalisation of the lease market and better access to credit and insurance markets.

In conclusion, consistency in policy, collaborative approach and complementary reforms are
necessary for the success of the recent agricultural market reforms.

C.S.C. Sekhar is a Professor of Economics at Institute of Economic Growth, Delhi
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Source : www.livemint.com Date : 2020-08-29

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

Yet, it’s unclear if a bad bank could do the job of cleaning up the sector any better. Since it
would buy dud loans off other financial institutions, significant amounts of public money would be
required

The idea of a so-called “bad bank" as some sort of panacea for loans that have turned toxic and
seized up credit markets gets trotted out often. On Wednesday, former Reserve Bank of India
governor Duvvuri Subbarao said that such a bank is not only necessary but also “unavoidable".
That our banks need support is in little doubt. The sector is struggling to find its feet, bogged
down by a mountain of bad loans made worse by the covid pandemic.

True, rising bankruptcies are likely to choke our already-clogged insolvency framework. Yet, it’s
unclear if a bad bank could do the job of cleaning up the sector any better. Since it would buy
dud loans off other financial institutions, significant amounts of public money would be required.
Even then, how differently it would work from, say, asset reconstruction companies is unknown.
They too buy high-risk portfolios at deep discounts, but their record in India has been patchy, at
best. This appears to be mostly because we don’t have a deep and wide enough market for re-
jigged assets. Thus, in all likelihood, a bad bank, if set up, would flounder. Perhaps what we
need is greater capacity to handle bankruptcy cases.

Click here to read the Mint ePaperLivemint.com is now on Telegram. Join Livemint channel in
your Telegram and stay updated

Log in to our website to save your bookmarks. It'll just take a moment.

Your session has expired, please login again.

You are now subscribed to our newsletters. In case you can’t find any email from our side,
please check the spam folder.
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ATMANIRBHARATA WITH QUALITY
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

incl. MSMEs and PSUs

By P Narahari

Prime Minister Narendra Modi has given a call — “Vocal for Local” — for making India
“atmanirbhar” or self-reliant. India’s aspiration for self-reliance is as old as our modern history
but never before has a call been given from the country’s topmost office to turn India’s quest for
self-reliance into a national movement.

Every society, every country in the world aspires to be self-reliant. It dreams of expanding
exports of its products and formulates policies to help that goal. The prime minister has given
the mantra “Vocal for Local” to realise that dream for India and to ensure that every Indian
commits herself to the movement of swadeshi. Self-reliance and “Vocal for Local” serve each
other.

Self-reliance is directly connected to quality. It is widely accepted that the developed nations are
able to dominate global markets because of their innovative products and their quality. It is clear
that the prime minister wants India to produce goods of a quality that not only reduces our
dependence on imported goods, but also makes them well sought after globally while placing
India amongst the foremost exporters of the world.

Be it human resources or any other goods, competition is always centred around quality. If we
look at natural products from the agriculture sector, we find that quality products have the
maximum demand in the market. Sub-standard quality can’t fetch any customers, while top
quality products are sought after even at high prices.

Like all developing nations, the biggest challenge India faces is improving the quality of its
products to global standards. India has enough resources to do that. Nature has blessed India
abundantly. While India is bestowed with all kinds of physical features and climatic conditions,
our population and our religious, cultural and language diversity are strengths. What is needed is
instilling the desire for quality in the Indian consciousness such that our goods are sought after
worldwide.

Quality pertains not only to industrial goods but rather to every walk of life because all activities
in society are interlinked. We can realise the dream of self-reliance only when we bring quality to
every facet of life. For instance, if we look at the situation created by the COVID-19 pandemic,
we find that the biggest crisis facing economies is the weakening of demand. The pandemic has
made it a global challenge.

That is why while we work at strengthening infrastructure like supply-chain and storage, we must
simultaneously adopt measures to strengthen demand in the economy. Only then can we
ensure that top-quality products are not deprived of consumption and suitable prices in the
market. Lack of demand has the maximum impact on farmers. They only get the minimum
support price in respect of a limited number of crops. An adequate price for their other crops is
directly dependent on demand and demand is led by the people’s buying power or the income
they spend in the market. As a result, before we try and increase demand, we must work at
increasing people’s incomes and creating new employment opportunities.

India has tremendous opportunity in handicrafts and Ayurvedic products. These products will

https://indianexpress.com/about/narendra-modi
https://indianexpress.com/about/coronavirus/
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have to deal with challenges in terms of quality, branding and marketing. Agriculture is India’s
most traditional and fundamental sector. However, its productivity and contribution to economy
is the lowest even though a large percentage of the population is dependent on it. We need to
move some of these people to other sectors like industry, infrastructure and services and that
will only happen when these sectors see a consistent rise in demand.

It will not be the case that even when India’s agriculture sector reaches productivity levels of
developed nations, its products will dominate the global markets and will be sought after in every
corner of the world. Indian products will face stiff competition from those already in the market.
So, be it agriculture or any other sector, if we want to make ourselves strong to face the
competition, we have to manufacture top quality goods at competitive prices. The answer to
every challenge is quality.

In order to make the prime minister’s call a success, we have to bring about a major change in
Indian society. Just like cleanliness (Swacchta), we will have to make quality a part of the public
consciousness. We will have to improve the quality of our human capital so that its demand in
the employment market increases. Skill development will play a crucial part in finding avenues of
employment for the jobless.

If we explore the challenges regarding human resources, we find that on the quality parameter,
Indian products are lagging globally. It is imperative that a country of 135 crore people makes
some world-class products that the world is forced to buy from us. We have to raise our
research and development to world standards. There are some fields where India has excelled
in R&D — for instance, ISRO has many achievements to its credit in space technology. Our
achievements in the field of atomic energy have also done the country proud.

These achievements are directly linked to education. Therefore, it is crucial that we increase the
number of top educational institutions in proportion to our population. In medicine, we mostly rely
on imports for hi-tech equipment. Following economic liberalisation, India may appear self-
sufficient in the automobile sector but most of the companies are fundamentally foreign.
Similarly, big sectors like defence and communication still rely on imports. These are the sectors
that need self-reliance the most.

It is a similar story with the pharma sector. Though India is a major producer of drugs, it mostly
imports API (active pharmaceutical ingredient). Indian companies have immense opportunities in
this sector.

It is clear that if India wants to be truly self-reliant, then it needs to make the pursuit of quality
part of our DNA. The prosperous classes of Indian society will have to lead the quest for quality.
They can bring about a change by using their earnings to increase incomes of their employees.

Like any developed society, India needs to have a national movement for quality. The prime
minister’s call is a starting point. From here on, only cutting-edge research and quest for quality
can place India into a new orbit. There are no short cuts. Quality cannot be achieved overnight,
it requires years of dedication and focus. And India seems to have set off on the path.

The writer is an IAS officer

 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 NATIONAL E-ASSESSMENT CENTRE WILL BE SET
UP TO IMPLEMENT FACELESS ASSESSMENT:
PRINCIPAL CHIEF COMMISSIONER OF INCOME TAX,
MUMBAI

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

Mumbai, 26 August 2020

 

A National e-Assessment Centre (NeAC) and a network of Regional e-Assessment Centres will be set up to
implement the Faceless Assessment Scheme of the Income Tax Department, launched nation-wide by Prime
Minister Shri Narendra Modi on 13th August, 2020. The regional assessment network would comprise
assessment units, verification units, technical units and review units. The system allows for dynamic
jurisdiction, team-based working, and functional specialization and does away with human interface
altogether. This was informed by the Principal Chief Commissioner of Income Tax, Mumbai, Shri Patanjali
Jha, during a webinar on “Faceless Assessment Scheme and Virtual Court Hearings”, conducted by KPMG
India.

Making a comparison between the faceless assessment system and the current system it replaces, the
Principal Chief Commissioner explained how the new system is one designed for the 21st century. There is no
discretion in selection of assessment cases, while earlier, case selection used to happen manually. In place of
single territorial jurisdiction, we now have automated random allocation of cases. While notices used to be
issued both manually and on the system, issue of notices will now be done through a central mechanism (by
NeAC) in electronic mode. There shall be no physical meetings between taxpayers and officers. Wide
discretion and subjective assessment are being replaced by team-based assessment and a system wherein
draft order is issued in one city, review is done in another city and finalization is done in yet another city. This
thereby leads to an objective, fair and just assessment order, said the Principal Chief Commissioner.

Along with Pr. CCIT, Mumbai, Chief Commissioner of Income-Tax (ReAC) Mumbai, Smt. Lekha Kumar and
Principal Commissioner of Income-Tax (ReAC), Mumbai, Smt. Ratna Dasgupta also addressed the
participants and responded to their queries.

The Webinar was organized to promote the awareness amongst the stakeholders about the new faceless
assessment scheme and had an overwhelming participation of more than 1,000 participants. The department
intends to hold more such outreach programmes in coming days to educate the tax payers about the new
faceless assessment scheme.

Faceless Assessment Scheme was rolled out in the Income Tax Department as a pilot project in September,
2019. Initially, a limited number of cases were picked up for faceless assessment which was being done at
eight centres in the country. The Prime Minister of India, Shri Narendra Modi announced the extension of the
scheme to the entire department on 13th August 2020. The scheme is also being extended to the first
appellate authority i.e. Commissioner of Income Tax (Appeals) from 25th September, 2020.

 

* * *

DJM /DR
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single territorial jurisdiction, we now have automated random allocation of cases. While notices used to be
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discretion and subjective assessment are being replaced by team-based assessment and a system wherein
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thereby leads to an objective, fair and just assessment order, said the Principal Chief Commissioner.

Along with Pr. CCIT, Mumbai, Chief Commissioner of Income-Tax (ReAC) Mumbai, Smt. Lekha Kumar and
Principal Commissioner of Income-Tax (ReAC), Mumbai, Smt. Ratna Dasgupta also addressed the
participants and responded to their queries.

The Webinar was organized to promote the awareness amongst the stakeholders about the new faceless
assessment scheme and had an overwhelming participation of more than 1,000 participants. The department
intends to hold more such outreach programmes in coming days to educate the tax payers about the new
faceless assessment scheme.

Faceless Assessment Scheme was rolled out in the Income Tax Department as a pilot project in September,
2019. Initially, a limited number of cases were picked up for faceless assessment which was being done at
eight centres in the country. The Prime Minister of India, Shri Narendra Modi announced the extension of the
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BAD BANK NOT ONLY NECESSARY BUT
UNAVOIDABLE IN PRESENT SITUATION: SUBBARAO

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

Former RBI Governor D Subbarao made a strong case for setting up a bad bank saying it is “not
just necessary but unavoidable" in the present circumstances when NPAs are likely to balloon
and much of the resolution will have to take place outside the IBC framework.

Even the Economic Survey 2017 had proposed this idea, suggesting the creation of a bad bank
called Public Sector Asset Rehabilitation Agency (PARA) to help tide over the problem of
stressed assets.

“The standard advantage of a bad bank is that the entity taking a decision on the sale price is
different from the entity accepting that price. Conflict of interest and corruption are avoided, and
importantly, are seen to be avoided.

“There are some successful models of bad banks with carefully designed carrots and sticks.
Danaharta of Malaysia, for example, is a good model to study in designing our own bad bank,"
Subbarao said in an interview to PTI.

The former RBI Governor noted that with the economy contracting by at least five per cent this
fiscal year, non-performing assets (NPAs) will balloon.

Also, according to RBI's Financial Stability Report, gross NPAs of banks may rise to 12.5 per
cent by March 2021 under baseline scenario, from 8.5 per cent in March 2020.

"The bankruptcy framework is already overloaded and it simply will be unable to deal with this
huge additional burden. It is important, therefore, indeed more than ever before, that much of the
resolution takes place outside the Insolvency and Bankruptcy Code (IBC) framework," he said.

Before COVID-19 crisis hit India, the economy was already decelerating, real gross domestic
product (GDP) growth had moderated from 7.0 per cent in 2017-18 to 6.1 per cent in 2018-19
and 4.2 per cent in 2019-20.

The growth projections for the current year by various global and domestic agencies indicate a
sharp contraction of Indian economy ranging from (-)3.2 per cent to (-)9.5 per cent.

Earlier on, Subbarao said he had some reservations about a bad bank but, in view of recent
experience, he is veering towards the idea of it.

"First, I believed the bankruptcy framework will put resolution on track and help clean up the
system," he said, adding that in hindsight that faith seems misplaced.

Subbarao admitted that he also had concerns about the capital structure of the bank.

"Where will the funding come from? If capital has to come from the public sector banks (PSBs),
the problems that bogged down PSB chiefs from taking bold decisions – fear of retribution – will
persist.

"If it's got to come from the private sector, there will be issues of crony capitalism. If it's got to be

https://www.livemint.com/industry/banking/psb-npas-take-a-turn-for-the-worse-11598405873932.html
https://www.livemint.com/news/india/don-t-read-too-much-into-green-shoots-it-s-a-mechanical-rebound-subbarao-11598161908461.html
https://www.livemint.com/news/india/don-t-read-too-much-into-green-shoots-it-s-a-mechanical-rebound-subbarao-11598161908461.html
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from the government, the question is, wouldn't the government be better off using that money to
capitalise individual banks which, at any rate in theory, looks more efficient?," he added.

Replying to a question on RBI's inflation targeting framework, the former RBI Governor said the
point remains that the inflation targeting framework has not been fully tested.

"There has been no extraordinary circumstance to challenge the efficacy of the inflation
targeting framework... Globally, there have been no hiccups on the financial stability front up
until the corona crisis hit us six months ago," he said.

Subbarao pointed out that sure, the coronavirus crisis has turned our world upside down and
caused a host of problems, but not much on the inflation front.

Noting that there have been no inflation pressures either from domestic or external forces, he
said private demand for credit has been low because of, among other things, the NPA problem;
“so, not much demand push inflation."

The former RBI Governor, however, wondered if the inflation targeting framework will allow the
MPC the flexibility and freedom to deal with an unusual situation such as stagflation or volatile
capital flows.

"The inflation targeting framework is up for review next year and I hope the 'flexible' inflation
targeting framework will be allowed further flexibility to deal with unusual economic situations,'
he observed.

On consumer price index (CPI) inflation staying outside the mandated 2-6 per cent target for
some months, Subbarao said he does not see that as a failure on the part of the MPC.

"We are in a very unusual economic situation, hit simultaneously by a demand slump and supply
disruptions," he said adding that and there is a great deal of uncertainty from outside the
financial system.

Stating that the MPC had to make a judgement call in this very unusual situation, he said its
decision to keep rates unchanged at its meeting earlier this month was in fact informed by the
inflation number.

"Contrary to what you imply, in its statement, the MPC has emphasised that it remains
conscious of the inflation situation," he said.

Click here to read the Mint ePaperLivemint.com is now on Telegram. Join Livemint channel in
your Telegram and stay updated
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FACELESS –E-ASSESSMENT SCHEME WILL PROVIDE
EASE OF DOING BUSINESS TO TAXPAYERS:
PRINCIPAL CHIEF COMMISSIONER (INCOME TAX),
MUMBAI

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

Mumbai, 29 August 2020
 

The newly introduced Faceless –E-Assessment Scheme will bring about various benefits for taxpayers, one of
which is Ease of Doing Business, stated Shri Patanjali Jha, Principal Chief Commissioner of Income Tax,
Mumbai. The utility of a scheme like this will be highly felt in a city like Mumbai where time is of value, added
the Principal Chief Commissioner, while speaking at a webinar organized by Assocham. He said, it will be
instrumental in saving precious time, effort and also money of taxpayers, as cost of filing will dramatically
come down.

Hailing the Faceless Income Tax scheme as a step towards Minimum Government, Maximum Governance
and the foundation stone for a transparent tax system, the Principal Chief Commissioner explained how the
new system is one designed for the 21st century. "There is no discretion in selection of assessment cases,
while earlier, case selection used to happen manually. In place of single territorial jurisdiction, we now have
automated random allocation of cases. While notices used to be issued both manually and on the system,
issue of notices will now be done through a central mechanism (by NeAC) in electronic mode. There will be no
physical meeting with any officer, no officer will call you to office and no more waiting outside office",
explained Shri Jha. He also noted, wide discretion and subjective assessment are being replaced by team-
based assessment and a system wherein draft order is issued in one city, review is done in another city and
finalization is done in yet another city, said the Principal Chief Commissioner. This apart, the scheme gives
opportunity to taxpayers, in case of any order prejudicial before finalizing the Assessment order. “The
Taxpayers’ Charter is a unique addition in the scheme”, he said.

Noting that “Reforms do not come in one go”, the Principal Chief Commissioner-IT sought for cooperation
from taxpayers so that the scheme can be implemented in the best possible manner.

Smt. Lekha Kumar, Chief Commissioner – Income Tax, Regional E-Assessment Centre (ReAC), Mumbai
made a detailed presentation about the scheme. She advised taxpayers to keep an eye on their e-mail as
communications or notices under this scheme will be sent electronically. Smt. Kumar also explained the
salient features of the Taxpayers’ Charter, by which the Income Tax Department is committed to “treat
taxpayer as honest, provide a fair and just system and also provide a fair, courteous and reasonable
treatment”. This Charter mandates the Department to collect the correct amount of tax, provide timely decision
and provide a mechanism for appeal and review among many other mandates. In return, taxpayers are also
expected to “be honest and compliant, be informed, keep accurate records, know what the representative
does on his or her behalf, respond in time and pay in time”.

Principal Commissioner –IT, ReAC, Mumbai Shri Ravindra Sai responded to the queries raised by participants
and also spoke about flagging to the system certain concerns which came up in the session. Dr. Niranjan
Hiranandani, President, Assocham called the Faceless E-Assessment Scheme a “vaccine” for direct tax
administration, while Shri Lalit Bajaj, Chairman, WIRC, ICAI said “With the Faceless E-Assessment scheme
coming, the quality of Return Assessment will improve. It will save taxpayers’ time and energy”.

 

* * *
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opportunity to taxpayers, in case of any order prejudicial before finalizing the Assessment order. “The
Taxpayers’ Charter is a unique addition in the scheme”, he said.

Noting that “Reforms do not come in one go”, the Principal Chief Commissioner-IT sought for cooperation
from taxpayers so that the scheme can be implemented in the best possible manner.

Smt. Lekha Kumar, Chief Commissioner – Income Tax, Regional E-Assessment Centre (ReAC), Mumbai
made a detailed presentation about the scheme. She advised taxpayers to keep an eye on their e-mail as
communications or notices under this scheme will be sent electronically. Smt. Kumar also explained the
salient features of the Taxpayers’ Charter, by which the Income Tax Department is committed to “treat
taxpayer as honest, provide a fair and just system and also provide a fair, courteous and reasonable
treatment”. This Charter mandates the Department to collect the correct amount of tax, provide timely decision
and provide a mechanism for appeal and review among many other mandates. In return, taxpayers are also
expected to “be honest and compliant, be informed, keep accurate records, know what the representative
does on his or her behalf, respond in time and pay in time”.

Principal Commissioner –IT, ReAC, Mumbai Shri Ravindra Sai responded to the queries raised by participants
and also spoke about flagging to the system certain concerns which came up in the session. Dr. Niranjan
Hiranandani, President, Assocham called the Faceless E-Assessment Scheme a “vaccine” for direct tax
administration, while Shri Lalit Bajaj, Chairman, WIRC, ICAI said “With the Faceless E-Assessment scheme
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