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INDIA’S QUEST TO FIX ITS PAYMENTS PUZZLE
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

BENGALURU : The debate around how to regulate internet businesses in India is being
increasingly defined by worries over national sovereignty. And because of the phenomenon of
network effects—and sheer money power—many internet spaces in India, including email,
messaging, social networking, video streaming and e-commerce, are dominated by American
platforms, chiefly Amazon, Facebook and Google.

The scale and speed at which these American companies (and a few Chinese firms, now
banned) have established dominance in so many businesses troubles politicians and regulators
who have tried to address their fears by calling for data localisation, applying operational
restrictions and undertaking ambitious antitrust investigations.

In early November, National Payments Corporation of India (NPCI), which runs the unified
payments interface (UPI), RuPay and other digital payments infrastructure, went further than
most regulators have dared. NPCI announced market share caps on third-party UPI apps, the
largest of which are owned by two large American firms, Walmart and Google. NPCI also finally
allowed WhatsApp Pay, which had been barred from expanding its pilot for nearly three years, to
launch its service but to less than 5% of its users in the country for now.

NPCI was evidently attempting a balancing act—of meeting politicians’ desire to rein in the
burgeoning presence of foreign players in the sensitive sector of financial services and reducing
systemic risk to UPI without demolishing its existing playing field, which has come about as a
result of NPCI’s own framework and policies.

In doing so, however, NPCI has evoked analogies with licence raj era regulators and proved
how vexatious internet regulation in India is becoming. Critics say that the 30% market share
cap on third-party apps is arbitrary and introduces operational distortions that will limit the ability
of UPI apps to expand and potentially hurt customer experience on UPI—and still leave UPI
dominated by the American third-party apps.

They also question how will a 30% cap, large as it is, address concerns about systemic risk to
UPI? And, by stopping WhatsApp from making a full launch, which was expected to bring tens of
millions of new users to UPI, NPCI may have hurt its own mission of promoting the payment
network, according to entrepreneurs and fintech executives that Mint spoke to.

Catch-22 for NPCI

NPCI has landed in this difficult situation mostly as a result of its own success. It was formed in
December 2008 as a not-for-profit entity owned by India’s biggest private sector and public
sector banks. Its mandate was to create and manage state of the art infrastructure to enable
payments with a focus on the digital space. Its biggest and most impactful innovation has been
UPI, which was launched in April 2016 and went live in August that year.

Since then, UPI has emerged as the fastest-growing payment mechanism in the country. It
processed more than 2 billion monthly transactions in October and November, with its growth
having been boosted during the pandemic as cash usage declined. When UPI was launched,
few expected such explosive expansion.

At that time, NPCI executives believed that the UPI ecosystem would comprise of a combination

https://www.livemint.com/topic/sovereignty
https://www.livemint.com/Search/Link/Keyword/Npci
https://www.livemint.com/Search/Link/Keyword/Upi
https://www.livemint.com/Search/Link/Keyword/Upi
https://www.livemint.com/Search/Link/Keyword/Digital%20payments
https://www.livemint.com/Search/Link/Keyword/Digital%20payments
https://www.livemint.com/Search/Link/Keyword/Whatsapp-Payments
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of banks, local startups and international platforms. But UPI has largely been dominated by two
third-party apps, Walmart-owned PhonePe and Google Pay, which together account for roughly
80% of all UPI transactions and are far bigger than Paytm, Amazon Pay and others in the fray.
Apps by traditional banks as well as BHIM, which was launched by NPCI in the wake of
demonetisation, have been walloped by PhonePe and Google Pay.

This chafes at NPCI’s promoters, and more so at the government, which is leery of international
platforms dominating an emerging medium within financial services, which is considered an
especially sensitive sector. In addition, NPCI believes that the systemic risk to UPI increases
when so much of it is dominated by one or two third-party apps.

To address these concerns, for at least two years, NPCI has been considering capping the
market share that a single third-party UPI app can accumulate. Its resolve was strengthened
after the Yes Bank-PhonePe fiasco earlier this year. In March, PhonePe, which had partnered
with Yes Bank (entities without a banking license need tie-ups with banks to offer UPI services)
suffered a service outage after the Reserve Bank of India issue a moratorium on the latter. It
caused a crisis not just for PhonePe but for NPCI, too, as a large part of UPI collapsed instantly.
Though PhonePe resumed its service within 36 hours after promptly finalizing a partnership with
ICICI Bank, NPCI’s fears about systemic risk were realised.

On 5 November, NPCI said that from January 1, 2021, it would cap the share of a single third-
party app at 30%, which is to be determined on the basis of transaction volume processed
during the preceding three months. PhonePe, Google Pay and other existing third-party apps
have been given an additional two years to comply with the cap.

However, experts said that the 30% cap doesn’t necessarily reduce the dominance of American
platforms nor does it address systemic risk concerns in a meaningful manner.

Fintech licence raj

To start with, though the collective share of PhonePe and Google Pay will be capped at 60%
from its current level of 80%, the slack is likely to be picked up by WhatsApp Pay or even
Amazon Pay, both of which are American firms.

NPCI is obviously thinking: Let’s get a handle on the situation before any player becomes too big
because it’s much more difficult to restrain them afterwards, according to Subramanya SV, co-
founder and CEO of Fisdom, a wealth management startup.

“But on any platform like UPI, which has standardized protocols, the critical success factors are
capital and managing scale of technology and data, which favour Big Tech rather than startups
or non-tech companies. This is the dilemma for NPCI. On the one hand, UPI has resulted in
massive adoption and value for customers and has brought millions to online payments. On the
other, UPI-like platforms favour Big Tech at the expense of startups and the banks," he said.

Others said that applying a 30% cap doesn’t remove systemic risks to UPI.

“I don’t understand how a 30% cap will solve the problem," a veteran fintech entrepreneur said,
on condition of anonymity. “It’s not that much lower than 40% (the rough market shares of
PhonePe and Google Pay each currently). Tomorrow, if PhonePe or Google Pay goes down,
30% of the system will still be gone. So how does putting a 30% restriction solve for systemic
risk?"

Another potential problem with the 30% cap is that it may put off users, especially if there are

https://www.livemint.com/Search/Link/Keyword/Whatsapp-Payments
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glitches in the execution of the cap. Mint learns that NPCI is still working out the final details of
the implementation of the cap and consulting with payment companies and banks. It currently
favours restrictions on adding new users if apps have exceeded the 30% cap, rather than putting
limits on transactions by existing users.

“The 30% cap is a throwback to the licence raj," said a second fintech entrepreneur, who was
privy to NPCI discussions on the restriction. “The restrictions will affect either existing UPI users
or delay onboarding of new users. So it will affect customer experience in some form, which
could slow down UPI adoption, and that’s ironically not something that NPCI wants."

One recent regulatory change has already hit banks and payment apps on UPI. Last December,
the government removed the merchant discount rate on UPI transactions, making it less
lucrative for traditional banks to invest more in UPI. MDR was a processing fee charged by
banks to merchants, an important source of income in a space with scanty margins. By
removing MDR, the government wanted to incentivize merchants to adopt UPI. But while UPI
usage has increased because of the pandemic, transaction failure rates have soared, some say,
partly because banks aren’t investing enough.

Restrictions on WhatsApp

On the same day that NPCI announced the 30% cap, it also gave approval to WhatsApp to
launch on UPI. NPCI said that WhatsApp could expand its UPI user base in a “graded manner"
starting with 20 million, ending a nearly three-year wait for the American firm. (WhatsApp’s
launch was delayed because of legal troubles, lobbying by existing payment companies and
others, and demands that the company comply with data localization requirements and other
reasons).

The timing of the two NPCI announcements wasn’t a coincidence.

Ever since Facebook-owned WhatsApp piloted its payment service in early 2018, many
entrepreneurs, fintech executives and investors have predicted that it would lead to a dramatic
expansion in India’s digital payments market. For all its success, UPI is estimated to have
around 100 million regular users, a minority of the more than 600 million internet users.
WhatsApp, with its easy-to-use interface, spending power and, most importantly, its large and
sticky user base of more than 400 million, was expected to attract hordes of new users to UPI,
which would turbocharge its growth.

Unlike PhonePe and Google Pay, which are pure payment apps that started from scratch,
WhatsApp offers its payment service as a feature within its messaging app. The fact that many
WhatsApp users log on to the app dozens of times every day is likely to provide a formidable
advantage to the messaging app in its efforts to cross-sell its payments service. Its interface has
already wowed users in the pilot.

For NPCI, however, the attraction of seeing rapid growth in new UPI users is overshadowed by
the possibility that WhatsApp could rapidly establish dominance.

“When there are already concerns about MNCs like PhonePe and Google Pay having such a
large share in UPI, NPCI didn’t want to take the risk of allowing a full WhatsApp launch," a
person familiar with NPCI’s thinking said. “WhatsApp can realistically become a very large No.1
quickly, and that would be an even bigger concentration of power than the current situation with
PhonePe and Google Pay."

NPCI is also unsure if the present UPI infrastructure is equipped to handle a deluge of new

https://www.livemint.com/Search/Link/Keyword/Upi
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users that a full WhatsApp launch may have brought, the person quoted above said. NPCI will
monitor how the infrastructure holds up once WhatsApp launches to 20 million users, and decide
on letting the messaging app expand accordingly, the person said.

NPCI has said that 30% cap is only for third-party apps, not for firms that own a banking license.
So, the cap doesn’t apply to apps by SBI or Paytm. But that qualification is unlikely to affect the
existing order of UPI for now as other apps are unlikely to splurge on marketing and cashbacks,
which are seen as necessary to attract users away from the market leaders, PhonePe and
Google Pay.

The two American firms are nevertheless unhappy with the 30% cap, and believe that they have
been short-changed by NPCI. The 30% cap has “implications for millions who use UPI for their
daily payments and could impact the further adoption of UPI and the end goal of financial
inclusion," said Sajith Sivanandan, business head, Google Pay and Next Billion User initiatives,
India.

On a long-term basis, however, PhonePe and Google Pay may come to view the NPCI as a
blessing. With both companies netting a share of about 40%, they will certainly lose some
business. But given the wild popularity of WhatsApp and the expected success of its payment
service, the market share cap may end up putting a floor on the downside for the PhonePe and
Google Pay by curbing WhatsApp’s market share.

Meanwhile, PhonePe, Google Pay and other digital payment companies are attempting to wield
more influence with NPCI. Last week, NPCI announced that it had added 19 new shareholders
including PhonePe, Google Pay, Paytm Payments Bank and Amazon Pay, selling 4.63% of its
equity shares. Though these companies presently have a much smaller stake than the banks,
their rising clout—and popularity with users—will present a regulatory headache for NPCI for
many years to come. In effect, the battle over who gets to process India’s payments may have
only just begun.
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INR 200 CRORE MUNICIPAL BONDS ISSUE OF
LUCKNOW MUNICIPAL CORPORATION LISTED AT BSE

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

Ministry of Housing & Urban Affairs

INR 200 crore municipal bonds issue of Lucknow Municipal
Corporation listed at BSE

10 year bond attracts huge investor interest with total bids
of INR 450 crores--closes with attractive coupon rate of
8.5%

Lucknow becomes 9th city to raise municipal bonds,
Incentivised By Mohua Under Mission Amrut

LMC to get 26 cr to subsidise interest burden

Upfront incentive amount equates to reducing interest
burden by 2% on municipal corporation

To help in improving Financial & Municipal Governance,
make city move towards self Dependence--provide support
for developing civic infrastructure-- Boost Aatmanirbhar
City As Part of Aatmanirbhar Bharat

CM of UP Yogi Adityanath attends BELL Ceremony at NSE

Ghaziabad, Varanasi, Agra & Kanpur expected to also issue
municipal bonds in coming months

Posted On: 02 DEC 2020 11:32AM by PIB Delhi

The INR 200 crore municipal bonds issue of the Lucknow Municipal Corporation
(LMC) was listed at Bombay Stock Exchange today. The Hon’ble Chief Minister of
Uttar Pradesh Yogi Adityanath attended the Bell Ceremony at the National Stock
Exchange in Mumbai today. With this, Lucknow has become the 9th city in the
country to have raised municipal bonds, which has been incentivized by the Ministry
of Housing and Urban Affairs, Government of India under the mission AMRUT (Atal
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Mission for Rejuvenation and Urban Transformation). The bonds issue will ensure
that the LMC will get 26 cr to subsidise its interest burden. This upfront incentive
amount equates to reducing interest burden by 2% on the municipal corporation. It
will help in improving financial & municipal governance, make city move on the path
of self dependence and provide necessary support for developing civic infrastructure.
This will also boost AatmaNirbharCity as a part of AatmaNirbharBharat.
 

Lucknow Municipal Corporation (LMC) successfully launched is maiden municipal
bond issue on November 13, 2020 which has been listed today and is tradeable on
Bombay Stock Exchange. The total issue of INR 100 crores (including green shoe
option of up to INR 100 crores) attracted considerable investor interest and received
bids totaling to INR 450 crores from 21 investors. It closed at a very attractive coupon
rate of 8.5% for a ten-year bond, which is a record, particularly in times of COVID and
is reflective of the investor demand for good quality and well-structured municipal
bonds.
 

This is a historic occasion as it is the first municipal bond issue from North India and
the first from Uttar Pradesh after the launch of the AMRUT scheme. The considerable
investor interest evinced by significant over-subscription of this bond issue is
indicative of improving economic environment. It follows the pioneering trend set by
Ahmedabad Municipal Corporation which issued the first municipal bond for INR 100
crore without state government guarantee to finance infrastructure projects in
January, 1998. The Government of Uttar Pradesh and the Government of India have
extended their full support to this issue which marks a paradigm change in urban
governance and would trigger more market oriented and transparent local
administration. The Government of Uttar Pradesh is keen to encourage other local
bodies in the state to emulate the example set by Lucknow Municipal Corporation. It
is expected that the municipal corporations of Ghaziabad and then other cities such
as Varanasi, Agra and Kanpur will also issue municipal bonds in the coming months,
followed by a pooled municipal bond issue from some of the smaller municipal
entities in the state.
 

This bond issue from Lucknow Municipal Corporation is rated ‘AA’ by India Ratings
and ‘AA (CE)’ by Brickwork Ratings. The proceeds of the issue are proposed to be
invested in a water supply project being implemented under AMRUT scheme of the
Government of India and a housing project. The tenure of the Lucknow Municipal
Corporation bond is 10 years and it is structured as a ‘strip’ bond with 7 STRRPs (A
to G) and principal repayment to happen in 7 equal annual payments from the 4th
year to the 10th year. In addition to asset cover, a structured payment mechanism
has been put in place to ensure timely payment of both principal and interest
obligations.
 

The significance of this maiden bond issue from an urban local body in Uttar Pradesh
is not merely the quantum of resources raised for investments in urban infrastructure
but a demonstration of the transformation of Lucknow Municipal Corporation into a
model for urban governance.
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LMC to get 26 cr to subsidise interest burden

Upfront incentive amount equates to reducing interest
burden by 2% on municipal corporation

To help in improving Financial & Municipal Governance,
make city move towards self Dependence--provide support
for developing civic infrastructure-- Boost Aatmanirbhar
City As Part of Aatmanirbhar Bharat

CM of UP Yogi Adityanath attends BELL Ceremony at NSE

Ghaziabad, Varanasi, Agra & Kanpur expected to also issue
municipal bonds in coming months

Posted On: 02 DEC 2020 11:32AM by PIB Delhi

The INR 200 crore municipal bonds issue of the Lucknow Municipal Corporation
(LMC) was listed at Bombay Stock Exchange today. The Hon’ble Chief Minister of
Uttar Pradesh Yogi Adityanath attended the Bell Ceremony at the National Stock
Exchange in Mumbai today. With this, Lucknow has become the 9th city in the
country to have raised municipal bonds, which has been incentivized by the Ministry
of Housing and Urban Affairs, Government of India under the mission AMRUT (Atal
Mission for Rejuvenation and Urban Transformation). The bonds issue will ensure
that the LMC will get 26 cr to subsidise its interest burden. This upfront incentive
amount equates to reducing interest burden by 2% on the municipal corporation. It
will help in improving financial & municipal governance, make city move on the path
of self dependence and provide necessary support for developing civic infrastructure.
This will also boost AatmaNirbharCity as a part of AatmaNirbharBharat.
 

Lucknow Municipal Corporation (LMC) successfully launched is maiden municipal
bond issue on November 13, 2020 which has been listed today and is tradeable on
Bombay Stock Exchange. The total issue of INR 100 crores (including green shoe
option of up to INR 100 crores) attracted considerable investor interest and received
bids totaling to INR 450 crores from 21 investors. It closed at a very attractive coupon
rate of 8.5% for a ten-year bond, which is a record, particularly in times of COVID and
is reflective of the investor demand for good quality and well-structured municipal
bonds.
 

This is a historic occasion as it is the first municipal bond issue from North India and
the first from Uttar Pradesh after the launch of the AMRUT scheme. The considerable
investor interest evinced by significant over-subscription of this bond issue is
indicative of improving economic environment. It follows the pioneering trend set by
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Ahmedabad Municipal Corporation which issued the first municipal bond for INR 100
crore without state government guarantee to finance infrastructure projects in
January, 1998. The Government of Uttar Pradesh and the Government of India have
extended their full support to this issue which marks a paradigm change in urban
governance and would trigger more market oriented and transparent local
administration. The Government of Uttar Pradesh is keen to encourage other local
bodies in the state to emulate the example set by Lucknow Municipal Corporation. It
is expected that the municipal corporations of Ghaziabad and then other cities such
as Varanasi, Agra and Kanpur will also issue municipal bonds in the coming months,
followed by a pooled municipal bond issue from some of the smaller municipal
entities in the state.
 

This bond issue from Lucknow Municipal Corporation is rated ‘AA’ by India Ratings
and ‘AA (CE)’ by Brickwork Ratings. The proceeds of the issue are proposed to be
invested in a water supply project being implemented under AMRUT scheme of the
Government of India and a housing project. The tenure of the Lucknow Municipal
Corporation bond is 10 years and it is structured as a ‘strip’ bond with 7 STRRPs (A
to G) and principal repayment to happen in 7 equal annual payments from the 4th
year to the 10th year. In addition to asset cover, a structured payment mechanism
has been put in place to ensure timely payment of both principal and interest
obligations.
 

The significance of this maiden bond issue from an urban local body in Uttar Pradesh
is not merely the quantum of resources raised for investments in urban infrastructure
but a demonstration of the transformation of Lucknow Municipal Corporation into a
model for urban governance.
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Incentivised By Mohua Under Mission Amrut

LMC to get 26 cr to subsidise interest burden

Upfront incentive amount equates to reducing interest
burden by 2% on municipal corporation

To help in improving Financial & Municipal Governance,
make city move towards self Dependence--provide support
for developing civic infrastructure-- Boost Aatmanirbhar
City As Part of Aatmanirbhar Bharat

CM of UP Yogi Adityanath attends BELL Ceremony at NSE

Ghaziabad, Varanasi, Agra & Kanpur expected to also issue
municipal bonds in coming months

Posted On: 02 DEC 2020 11:32AM by PIB Delhi

The INR 200 crore municipal bonds issue of the Lucknow Municipal Corporation
(LMC) was listed at Bombay Stock Exchange today. The Hon’ble Chief Minister of
Uttar Pradesh Yogi Adityanath attended the Bell Ceremony at the National Stock
Exchange in Mumbai today. With this, Lucknow has become the 9th city in the
country to have raised municipal bonds, which has been incentivized by the Ministry
of Housing and Urban Affairs, Government of India under the mission AMRUT (Atal
Mission for Rejuvenation and Urban Transformation). The bonds issue will ensure
that the LMC will get 26 cr to subsidise its interest burden. This upfront incentive
amount equates to reducing interest burden by 2% on the municipal corporation. It
will help in improving financial & municipal governance, make city move on the path
of self dependence and provide necessary support for developing civic infrastructure.
This will also boost AatmaNirbharCity as a part of AatmaNirbharBharat.
 

Lucknow Municipal Corporation (LMC) successfully launched is maiden municipal
bond issue on November 13, 2020 which has been listed today and is tradeable on
Bombay Stock Exchange. The total issue of INR 100 crores (including green shoe
option of up to INR 100 crores) attracted considerable investor interest and received
bids totaling to INR 450 crores from 21 investors. It closed at a very attractive coupon
rate of 8.5% for a ten-year bond, which is a record, particularly in times of COVID and
is reflective of the investor demand for good quality and well-structured municipal
bonds.
 

This is a historic occasion as it is the first municipal bond issue from North India and
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the first from Uttar Pradesh after the launch of the AMRUT scheme. The considerable
investor interest evinced by significant over-subscription of this bond issue is
indicative of improving economic environment. It follows the pioneering trend set by
Ahmedabad Municipal Corporation which issued the first municipal bond for INR 100
crore without state government guarantee to finance infrastructure projects in
January, 1998. The Government of Uttar Pradesh and the Government of India have
extended their full support to this issue which marks a paradigm change in urban
governance and would trigger more market oriented and transparent local
administration. The Government of Uttar Pradesh is keen to encourage other local
bodies in the state to emulate the example set by Lucknow Municipal Corporation. It
is expected that the municipal corporations of Ghaziabad and then other cities such
as Varanasi, Agra and Kanpur will also issue municipal bonds in the coming months,
followed by a pooled municipal bond issue from some of the smaller municipal
entities in the state.
 

This bond issue from Lucknow Municipal Corporation is rated ‘AA’ by India Ratings
and ‘AA (CE)’ by Brickwork Ratings. The proceeds of the issue are proposed to be
invested in a water supply project being implemented under AMRUT scheme of the
Government of India and a housing project. The tenure of the Lucknow Municipal
Corporation bond is 10 years and it is structured as a ‘strip’ bond with 7 STRRPs (A
to G) and principal repayment to happen in 7 equal annual payments from the 4th
year to the 10th year. In addition to asset cover, a structured payment mechanism
has been put in place to ensure timely payment of both principal and interest
obligations.
 

The significance of this maiden bond issue from an urban local body in Uttar Pradesh
is not merely the quantum of resources raised for investments in urban infrastructure
but a demonstration of the transformation of Lucknow Municipal Corporation into a
model for urban governance.
 

**********
RJ/NG/MR
Read this release in: Urdu , Hindi , Bengali , Manipuri , Punjabi , Tamil , Telugu
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Ministry of Housing &amp; Urban Affairs

INR 200 crore municipal bonds issue of Lucknow
Municipal Corporation listed at BSE

10 year bond attracts huge investor interest with
total bids of INR 450 crores--closes with attractive

coupon rate of 8.5%

Lucknow becomes 9th city to raise municipal
bonds, Incentivised By Mohua Under Mission

Amrut

LMC to get 26 cr to subsidise interest burden

Upfront incentive amount equates to reducing
interest burden by 2% on municipal corporation

To help in improving Financial & Municipal
Governance, make city move towards self

Dependence--provide support for developing civic
infrastructure-- Boost Aatmanirbhar City As Part of

Aatmanirbhar Bharat

CM of UP Yogi Adityanath attends BELL
Ceremony at NSE
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Ghaziabad, Varanasi, Agra & Kanpur expected to
also issue municipal bonds in coming months

Posted On: 02 DEC 2020 11:32AM by PIB Delhi

The INR 200 crore municipal bonds issue of the Lucknow Municipal Corporation
(LMC) was listed at Bombay Stock Exchange today. The Hon’ble Chief Minister of
Uttar Pradesh Yogi Adityanath attended the Bell Ceremony at the National Stock
Exchange in Mumbai today. With this, Lucknow has become the 9th city in the
country to have raised municipal bonds, which has been incentivized by the Ministry
of Housing and Urban Affairs, Government of India under the mission AMRUT (Atal
Mission for Rejuvenation and Urban Transformation). The bonds issue will ensure
that the LMC will get 26 cr to subsidise its interest burden. This upfront incentive
amount equates to reducing interest burden by 2% on the municipal corporation. It
will help in improving financial & municipal governance, make city move on the path
of self dependence and provide necessary support for developing civic infrastructure.
This will also boost AatmaNirbharCity as a part of AatmaNirbharBharat.
 
Lucknow Municipal Corporation (LMC) successfully launched is maiden municipal
bond issue on November 13, 2020 which has been listed today and is tradeable on
Bombay Stock Exchange. The total issue of INR 100 crores (including green shoe
option of up to INR 100 crores) attracted considerable investor interest and received
bids totaling to INR 450 crores from 21 investors. It closed at a very attractive
coupon rate of 8.5% for a ten-year bond, which is a record, particularly in times of
COVID and is reflective of the investor demand for good quality and well-structured
municipal bonds.
 
This is a historic occasion as it is the first municipal bond issue from North India and
the first from Uttar Pradesh after the launch of the AMRUT scheme. The
considerable investor interest evinced by significant over-subscription of this bond
issue is indicative of improving economic environment. It follows the pioneering trend
set by Ahmedabad Municipal Corporation which issued the first municipal bond for
INR 100 crore without state government guarantee to finance infrastructure projects
in January, 1998. The Government of Uttar Pradesh and the Government of India
have extended their full support to this issue which marks a paradigm change in
urban governance and would trigger more market oriented and transparent local
administration. The Government of Uttar Pradesh is keen to encourage other local
bodies in the state to emulate the example set by Lucknow Municipal Corporation. It
is expected that the municipal corporations of Ghaziabad and then other cities such
as Varanasi, Agra and Kanpur will also issue municipal bonds in the coming months,
followed by a pooled municipal bond issue from some of the smaller municipal
entities in the state.
 
This bond issue from Lucknow Municipal Corporation is rated ‘AA’ by India Ratings
and ‘AA (CE)’ by Brickwork Ratings. The proceeds of the issue are proposed to be
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invested in a water supply project being implemented under AMRUT scheme of the
Government of India and a housing project. The tenure of the Lucknow Municipal
Corporation bond is 10 years and it is structured as a ‘strip’ bond with 7 STRRPs (A
to G) and principal repayment to happen in 7 equal annual payments from the 4th
year to the 10th year. In addition to asset cover, a structured payment mechanism
has been put in place to ensure timely payment of both principal and interest
obligations.
 
The significance of this maiden bond issue from an urban local body in Uttar
Pradesh is not merely the quantum of resources raised for investments in urban
infrastructure but a demonstration of the transformation of Lucknow Municipal
Corporation into a model for urban governance.
 

**********
RJ/NG/MR

(Release ID: 1677604)

INR 200 crore municipal bonds issue of Lucknow
Municipal Corporation listed at BSE

10 year bond attracts huge investor interest with
total bids of INR 450 crores--closes with attractive

coupon rate of 8.5%

Lucknow becomes 9th city to raise municipal
bonds, Incentivised By Mohua Under Mission

Amrut

LMC to get 26 cr to subsidise interest burden
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interest burden by 2% on municipal corporation

To help in improving Financial & Municipal
Governance, make city move towards self

Dependence--provide support for developing civic
infrastructure-- Boost Aatmanirbhar City As Part of

Aatmanirbhar Bharat

CM of UP Yogi Adityanath attends BELL
Ceremony at NSE

Ghaziabad, Varanasi, Agra & Kanpur expected to
also issue municipal bonds in coming months
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The INR 200 crore municipal bonds issue of the Lucknow Municipal Corporation
(LMC) was listed at Bombay Stock Exchange today. The Hon’ble Chief Minister of
Uttar Pradesh Yogi Adityanath attended the Bell Ceremony at the National Stock
Exchange in Mumbai today. With this, Lucknow has become the 9th city in the
country to have raised municipal bonds, which has been incentivized by the Ministry
of Housing and Urban Affairs, Government of India under the mission AMRUT (Atal
Mission for Rejuvenation and Urban Transformation). The bonds issue will ensure
that the LMC will get 26 cr to subsidise its interest burden. This upfront incentive
amount equates to reducing interest burden by 2% on the municipal corporation. It
will help in improving financial & municipal governance, make city move on the path
of self dependence and provide necessary support for developing civic infrastructure.
This will also boost AatmaNirbharCity as a part of AatmaNirbharBharat.
 

Lucknow Municipal Corporation (LMC) successfully launched is maiden municipal
bond issue on November 13, 2020 which has been listed today and is tradeable on
Bombay Stock Exchange. The total issue of INR 100 crores (including green shoe
option of up to INR 100 crores) attracted considerable investor interest and received
bids totaling to INR 450 crores from 21 investors. It closed at a very attractive coupon
rate of 8.5% for a ten-year bond, which is a record, particularly in times of COVID and
is reflective of the investor demand for good quality and well-structured municipal
bonds.
 

This is a historic occasion as it is the first municipal bond issue from North India and
the first from Uttar Pradesh after the launch of the AMRUT scheme. The considerable
investor interest evinced by significant over-subscription of this bond issue is
indicative of improving economic environment. It follows the pioneering trend set by
Ahmedabad Municipal Corporation which issued the first municipal bond for INR 100
crore without state government guarantee to finance infrastructure projects in
January, 1998. The Government of Uttar Pradesh and the Government of India have
extended their full support to this issue which marks a paradigm change in urban
governance and would trigger more market oriented and transparent local
administration. The Government of Uttar Pradesh is keen to encourage other local
bodies in the state to emulate the example set by Lucknow Municipal Corporation. It
is expected that the municipal corporations of Ghaziabad and then other cities such
as Varanasi, Agra and Kanpur will also issue municipal bonds in the coming months,
followed by a pooled municipal bond issue from some of the smaller municipal
entities in the state.
 

This bond issue from Lucknow Municipal Corporation is rated ‘AA’ by India Ratings
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and ‘AA (CE)’ by Brickwork Ratings. The proceeds of the issue are proposed to be
invested in a water supply project being implemented under AMRUT scheme of the
Government of India and a housing project. The tenure of the Lucknow Municipal
Corporation bond is 10 years and it is structured as a ‘strip’ bond with 7 STRRPs (A
to G) and principal repayment to happen in 7 equal annual payments from the 4th
year to the 10th year. In addition to asset cover, a structured payment mechanism
has been put in place to ensure timely payment of both principal and interest
obligations.
 

The significance of this maiden bond issue from an urban local body in Uttar Pradesh
is not merely the quantum of resources raised for investments in urban infrastructure
but a demonstration of the transformation of Lucknow Municipal Corporation into a
model for urban governance.
 

**********
RJ/NG/MR
The INR 200 crore municipal bonds issue of the Lucknow Municipal Corporation
(LMC) was listed at Bombay Stock Exchange today. The Hon’ble Chief Minister of
Uttar Pradesh Yogi Adityanath attended the Bell Ceremony at the National Stock
Exchange in Mumbai today. With this, Lucknow has become the 9th city in the
country to have raised municipal bonds, which has been incentivized by the Ministry
of Housing and Urban Affairs, Government of India under the mission AMRUT (Atal
Mission for Rejuvenation and Urban Transformation). The bonds issue will ensure
that the LMC will get 26 cr to subsidise its interest burden. This upfront incentive
amount equates to reducing interest burden by 2% on the municipal corporation. It
will help in improving financial & municipal governance, make city move on the path
of self dependence and provide necessary support for developing civic infrastructure.
This will also boost AatmaNirbharCity as a part of AatmaNirbharBharat.
 

Lucknow Municipal Corporation (LMC) successfully launched is maiden municipal
bond issue on November 13, 2020 which has been listed today and is tradeable on
Bombay Stock Exchange. The total issue of INR 100 crores (including green shoe
option of up to INR 100 crores) attracted considerable investor interest and received
bids totaling to INR 450 crores from 21 investors. It closed at a very attractive coupon
rate of 8.5% for a ten-year bond, which is a record, particularly in times of COVID and
is reflective of the investor demand for good quality and well-structured municipal
bonds.
 

This is a historic occasion as it is the first municipal bond issue from North India and
the first from Uttar Pradesh after the launch of the AMRUT scheme. The considerable
investor interest evinced by significant over-subscription of this bond issue is
indicative of improving economic environment. It follows the pioneering trend set by
Ahmedabad Municipal Corporation which issued the first municipal bond for INR 100
crore without state government guarantee to finance infrastructure projects in
January, 1998. The Government of Uttar Pradesh and the Government of India have
extended their full support to this issue which marks a paradigm change in urban
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governance and would trigger more market oriented and transparent local
administration. The Government of Uttar Pradesh is keen to encourage other local
bodies in the state to emulate the example set by Lucknow Municipal Corporation. It
is expected that the municipal corporations of Ghaziabad and then other cities such
as Varanasi, Agra and Kanpur will also issue municipal bonds in the coming months,
followed by a pooled municipal bond issue from some of the smaller municipal
entities in the state.
 

This bond issue from Lucknow Municipal Corporation is rated ‘AA’ by India Ratings
and ‘AA (CE)’ by Brickwork Ratings. The proceeds of the issue are proposed to be
invested in a water supply project being implemented under AMRUT scheme of the
Government of India and a housing project. The tenure of the Lucknow Municipal
Corporation bond is 10 years and it is structured as a ‘strip’ bond with 7 STRRPs (A
to G) and principal repayment to happen in 7 equal annual payments from the 4th
year to the 10th year. In addition to asset cover, a structured payment mechanism
has been put in place to ensure timely payment of both principal and interest
obligations.
 

The significance of this maiden bond issue from an urban local body in Uttar Pradesh
is not merely the quantum of resources raised for investments in urban infrastructure
but a demonstration of the transformation of Lucknow Municipal Corporation into a
model for urban governance.
 

**********
RJ/NG/MR

(Release ID: 1677604)
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Source : www.thehindu.com Date : 2020-12-04

IN FARMERS’ PROTESTS, THE CORE IS
PROCUREMENT

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

Farmers’ protests have erupted once again in north India. The farmers’ unions want nothing
short of a complete withdrawal of the recently enacted Farm Acts, which they claim will ruin
small and marginal farmers. Their main worry is about a possible withdrawal of the Minimum
Support Price (MSP) and a dismantling of the public procurement of grains. They also contend
that by leaving farmers to the mercy of the open market, the stage has been set for large private
players to take over agriculture.

On the other hand, the government claims that the Acts will only increase options for farmers in
the output markets, that the MSP-procurement system will continue, and that there is absolutely
no plan to dismantle the system. To support its claims, the government points to the fact that
there is absolutely no mention of either MSP or procurement in the Acts. So why are farmers so
agitated as to go on a march to Delhi, which according to reports, even turned ugly in several
places? It needs to be noted that the protests are largely in the States of Punjab and Haryana. If
the government’s assertions are true, then why are farmers in these States so rattled? And how
true are the claims and counter-claims put forth by the two sides?

The Hindu Explains | Who gains and who loses from the farm laws?

For a start, the government’s claim that there is no mention of MSP-procurement in the Acts is
true. It is also true that a large-scale public procurement of paddy is going on in Punjab as the
protests are raging. But farmers are really worried and appear prepared for the long haul. Why?

The Public Distribution System (PDS) is the lifeline in these States. Farmers in Punjab and
Haryana are heavily dependent on public procurement and assured price through MSP. This is
far greater than farmers in any other State. Nearly 88% of the paddy production and 70% of the
wheat production in Punjab and Haryana (in 2017-18 and 2018-19) has been absorbed through
public procurement, Food Grains Bulletin and Agricultural Statistics at a Glance, Government of
India.

In contrast, in the other major paddy States such as Andhra Pradesh, Telangana, Odisha and
Uttar Pradesh, only 44% of the rice production is procured by public agencies. In the case of
wheat, this percentage is even lower. In the major wheat States of Madhya Pradesh and Uttar
Pradesh, only a quarter (23%) of the production is procured by public agencies. This clearly
shows the heavy dependence of farmers in Punjab and Haryana on MSP and the public
procurement system. In a sense, this system has been the lifeline of these States. It is
conceivable then that any disruption to the system, real or perceived, will cause a major
upheaval. The farmers are now up in arms against the government as they perceive their very
existence to be at stake.

Comment | Will the farm bills benefit farmers?

The government needs to continue procurement too. What is missed in this scenario is that if
farmers of Punjab and Haryana need the procurement system, the government needs it even
more. This is because of its obligations under the PDS and the National Food Security Act
(NFSA). Support under the NFSA is a legal and rights-based entitlement.

https://www.thehindu.com/news/national/dilli-chalo-government-offers-eight-amendments-to-agriculture-reform-laws-farmers-want-full-repeal/article33243312.ece?homepage=true
https://www.thehindu.com/news/national/dilli-chalo-government-offers-eight-amendments-to-agriculture-reform-laws-farmers-want-full-repeal/article33243312.ece?homepage=true
https://www.thehindu.com/news/national/explainer-why-are-the-agriculture-bills-being-opposed/article32618641.ece
https://www.thehindu.com/news/national/the-hindu-explains-who-gains-and-who-loses-from-the-farm-bills/article32705820.ece
https://dfpd.gov.in/index.htm
https://eands.dacnet.nic.in/PDF/At%20a%20Glance%202019%20Eng.pdf
https://www.thehindu.com/opinion/op-ed/will-the-farm-bills-benefit-farmers/article32690170.ece


Page 21

cr
ac

kIA
S.co

m

There are nearly 80 crore NFSA beneficiaries and an additional eight crore migrants who need
to be supported under the PDS. The government needs an uninterrupted supply of grain,
particularly from these two States, to maintain the PDS. In the last three years, nearly 40% of
the total paddy production in the country (45 million tons) and 32% of wheat production (34
million tons) has been procured by public agencies to supply the PDS.

Ground Zero | Farm Bills leave farmers, commission agents and workers worried

This year, due to the onset of the novel coronavirus pandemic and the migrant crisis, the
government has earmarked much larger quantities for public distribution — about 58 million tons
of rice and 37 million tons of wheat. This translates into nearly half of the rice production (49%)
and 35% of the wheat production in the country. This implies that the government needs to
procure a huge quantum of grains than in previous years as the government cannot afford to go
to the open market. That is a sure recipe for disaster as prices will skyrocket, and with the stock
restrictions gone under the recent Essential Commodities Act Amendment, there is a possibility
of large-scale hoarding too.

If the government intends to procure such huge quantities of grains, then it needs to turn to
these two States, because it is these States that have always been in the forefront in supplying
grains to procurement agencies. Nearly 35% of the rice and 62% of the wheat procured in the
last three years has been from these States. Also, nearly 50% of the total coarse grains came
from these two States. Thus, the government has little option but to continue its procurement
from these States in the foreseeable future. Even after the COVID-19 situation improves and the
migrant crisis abates, the obligations under the NFSA will continue.

Dilli Chalo | Women in Punjab keep the fires burning

It is clear that dismantling the procurement system is neither in the interests of farmers nor the
government. Therefore, it is imperative that the government reaches out to the farmer groups
and assures them of the indispensability of MSP-procurement system. The government needs to
start this initiative immediately to allay their legitimate concerns.

Data | Farmers, new agriculture laws and government procurement

Apart from addressing the core issue of the MSP-procurement system, many more
improvements are needed in the Acts. The absence of a regulatory mechanism (to ensure fair
play by private players vis-à-vis farmers) and the lack of transparency in trade area transactions
are two of the major limitations that need to be addressed immediately. The severe trust deficit
that resulted from the way the Farm Bills have been rushed through needs to be addressed by
adopting a conciliatory approach towards farmers and the States.

C.S.C. Sekhar is Professor of Economics, Institute of Economic Growth, University of Delhi

This article is available only to our subscribers.
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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
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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!

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.

The Hindu has always stood for journalism that is in the public interest. At this difficult time, it
becomes even more important that we have access to information that has a bearing on our
health and well-being, our lives, and livelihoods. As a subscriber, you are not only a beneficiary
of our work but also its enabler.

We also reiterate here the promise that our team of reporters, copy editors, fact-checkers,
designers, and photographers will deliver quality journalism that stays away from vested interest
and political propaganda.

Suresh Nambath

Please enter a valid email address.

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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Source : www.hindustantimes.com Date : 2020-12-04

WHY MSP IS NOT A SOLUTION - EDITORIALS -
HINDUSTAN TIMES

Relevant for: Indian Economy | Topic: Issues related to direct & indirect Farm Subsidies and MSP
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A key debate after the enactment of three farm-reform laws and the subsequent protests is
around the issue of federally-fixed minimum support prices (MSPs), a system guaranteeing
farmers assured prices for their produce through procurement. MSP is an obligatory, not a
statutory exercise. Farmers have demanded a legislation to prohibit sale of any farm produce
below these minimum prices. If the government agrees to this, it is likely they will end their
protests against the three new farm reforms.

But a law making MSPs the legal floor price defies economic logic. The government sets MSPs
for 23 crops, but it is effective only in case of rice and wheat because it buys only these two
commodities in sufficiently large quantities. MSPs are an assurance that the government will
intervene if market rates fall below that threshold, thereby helping avoid distress sale. This policy
was salutary when India faced acute food shortages. Farm policies to deal with surpluses will
fundamentally have to be different from measures adopted to overcome a previous era of
scarcity. A law barring purchases of the other 21 crops below MSPs by any private trader will
also, immediately, fuel high inflation. Every one percentage point increase in MSPs leads to a
15-basis point increase in inflation. Higher MSPs could also upend the Reserve Bank of India’s
inflation targets, hurting economic growth. An MSP mechanism that ignores demand and global
prices creates market distort-ions. If it is not profitable for traders to buy at MSPs, then the
private sector will exit the markets. In such a scenario, the government cannot be a monopoly
buyer. Mandatory MSPs will render India’s agri- exports non-competitive because the
government’s assured prices are way higher than both domestic and international market prices.

MSPs have also incentivised foodgrains over other crops, giving rise to imbalances of water and
land resources and shifting land away from crops such as pulses and oilseeds, necessitating
costly imports. Surplus cereals can’t be exported without a subsidy, which invites the World
Trade Organization (WTO)’s objections. WTO rules cap government procurement for subsidised
food programmes by developing countries at 10% of the total value of agricultural production
based on 1986-88 prices in dollar terms. There is no argument that farmers need support, but
policies that are less distortionary are in the interest of both farmers and consumers.
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Source : www.thehindu.com Date : 2020-12-05

THE MANY LAYERS TO AGRICULTURAL DISCONTENT
Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

At a kisan rally in Bareilly, Uttar Pradesh on February 28, 2016, Prime Minister Narendra Modi
spoke of his vision of doubling the income of India’s farmers by 2022. Subsequently, several
central leaders and even official committees have reiterated this tall promise. Probably, one of
the measures that the Union government proposed to sub-serve this end was in the form of the
three Farm Bills in September 2020 — by liberalising access to agricultural markets, removing
existing barriers to storage of agricultural produce, and facilitating contract-farming. In the
process, the regulatory role the state played hitherto with regard to these issues was watered
down to a great extent. While these measures have been defended on the basis of slogans such
as ‘One Nation, One Market’, they appear to be more directed to scoring brownie points in the
‘Ease of doing business’ index (the present regime has scored impressively well here in the last
couple of years). Probably, more policy measures were in the offing to sub-serve this objective.

Paradoxically, organised farmers’ bodies are not in sync with the reasoning of the government. It
is necessary to point out that a wide spectrum of the political Opposition in Parliament offered
strong resistance to these Bills; some State governments even enacted their own Bills that were
largely directed against the key provisions of the central farm Acts even though the constitutional
status of these enactments is highly dubious. One of the oldest members of the ruling National
Democratic Alliance (NDA), the Shiromani Akali Dal, walked out of the alliance in protest against
these Bills.

The Hindu Explains | Who gains and who loses from the farm Bills?

Even if we set aside the complex and multi-pronged challenges that rural India confronts today,
there is a substantial body of studies that demonstrates how the vagaries of the market and the
role of the middlemen reinforce agrarian distress in India. Although a body of piecemeal
legislation and regulative processes have been put in place over the years in response to these
issues — these include a few Pradhan Mantri yojanas — several key concerns of farmers have
gone unattended.

However, these issues and the relation across them vary remarkably across the different regions
of India and in terms of the different produce. While we can debate the constitutional provisions
with regard to the respective domains of the State and the Union with regard to agricultural
marketing, there is little doubt that issues affecting the farming community have a far greater
bearing on the States relative to the Centre. Ideally, given its immediacy, the States are the apt
agencies to respond to a host of concerns faced by the farming community, which includes
agricultural marketing. While enacting the Farm Bills, the Centre extended little consideration to
the sensitivity of the States, leave alone consultation, although some of them made their
opposition to the Farm Bills quite explicit.

The three Acts that are the focus of the farmers’ agitation, and which farmers have demanded
be repealed, bear differently on the different strata of the farming community and in different
regions.

Editorial | Trust deficit: On MSP and the need for a legal guarantee

In the very high-stake and large-scale farming in Punjab and Haryana, for instance, weakening
the Agricultural Produce Market Committee (APMC) system by subjecting it to competition —
and its resultant bearing on Minimum Support Price (MSP), particularly on crops such as rice

https://www.thehindu.com/news/national/will-double-farm-income-by-2022-pm/article8293327.ece
https://www.thehindu.com/news/national/will-double-farm-income-by-2022-pm/article8293327.ece
https://www.thehindu.com/news/national/explainer-why-are-the-agriculture-bills-being-opposed/article32618641.ece
https://www.thehindu.com/business/world-bank-pauses-publication-of-doing-business-report/article32461882.ece
https://www.thehindu.com/business/india-climbs-14-notches-in-ease-of-doing-business-ranking/article29789723.ece
https://www.thehindu.com/news/national/the-hindu-explains-who-gains-and-who-loses-from-the-farm-bills/article32705820.ece
https://www.thehindu.com/opinion/editorial/trust-deficit-the-hindu-editorial-on-dilli-chalo-farmer-protests-and-need-for-a-legal-guarantee-for-msp/article33253115.ece
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and wheat — is seen by the farmers as a threat to an assured sale of their produce at a price.

In farmers’ protests, the core is procurement

This system provides a cushion, wherein the farmer can anticipate the cost of opting for these
crops and tap the necessary supports through channels he has been familiar with. Subjecting
this system to the vagaries of a competitive market, including storing and contracting of the
produce, where he would eventually be beholden to the large players, including monopolies, are
prospects that a farmer detests even though he is aware that the middleman is not a saint. While
elsewhere in the country the dependence on the APMC system is variegated, and where several
States have redefined the role and place of this system over the years, there is widespread
apprehension that the measures proposed by the Farm Acts in addition to the existing agrarian
distress, are only going to make the lot of the farmer even more precarious. All across the
country, the farming community is prone to sympathise with the demand to scrap the new laws,
as they have little to offer to them in a positive sense.

The Hindu In Focus podcast | What are farmers’ big concerns over the new reforms, and how
can the government negotiate?

But the way the three Farming Acts were enacted, tends to crystallise a common sympathy
across the farming community in India. Initially, there were ordinances that were passed when
there was little urgency for these measures. After three months, when they were brought as Bills
before the Houses, there was hardly any consultation with farmers’ organisations. They were
rushed through the Houses of Parliament by paying little heed to the issues they raised. Farmers
in India, have now shown that the saying, ‘they cannot govern themselves. They have to be
governed’ is way off the mark. India’s farmers are a constituency deeply aware of their interests
and challenges before them and are sensitive to developments elsewhere.

Will the farm bills benefit farmers?

In this context it is important to recall the powerful farmers’ movements that sprouted across
India from the 1970s, led by such iconic leaders as M.D. Nanjundaswamy, Sharad Joshi, and
Mahendra Singh Tikait, which claimed to speak not merely for farmers but to the rural segment
as a whole. Even though they were clearly directed by the concerns of the relatively better-off
farmers, they attempted to reach out to the farming community as a whole. There were major
differences within these movements, and a few stances of some of them were definitely archaic
and poorly thought over, but they presented a platform for discussion and debate beyond their
immediate concerns.

Also read | Opposition misleading farmers, says PM Modi

The organisations that these movements set up have undergone much change and a split today.
But they have also learnt much in the process. While in some parts of the country the class and
caste divide are still sharp, in other places, farmers’ organisations have not shied away from
critically engaging with class, caste and gender concerns, although it has not made a substantial
difference to the prevailing configuration of these relations. The very fact that a social reality is
widely accepted provides space for policy intervention. The Farm Bills have ignored that the
rural is a vibrant space in India, with ‘elective affinities’ binding its vast expanse.

Clearly, the rich farmers — those with large holdings and produce for the market — are
spearheading the present stand-off against the Farm Bills, as it affects them very deeply. But
farming distress is shared in common by the different strata within the farming community, even
though it has a differential impact on them.

https://www.thehindu.com/podcast/what-are-farmers-big-concerns-over-the-new-reforms-and-how-can-the-government-negotiate-the-hindu-in-focus-podcast/article33242740.ece
https://www.thehindu.com/podcast/what-are-farmers-big-concerns-over-the-new-reforms-and-how-can-the-government-negotiate-the-hindu-in-focus-podcast/article33242740.ece
https://www.thehindu.com/news/national/dilli-chalo-protest-pm-attacks-oppn-parties-says-they-play-tricks-on-farmers/article33213135.ece
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Comment | It’s a no green signal from the farm world

It is important to bear in mind that the rich farmer has also reinforced his position enormously in
the rural over the years after the Green Revolution and farmers’ movements of the 1970s. They
have also invested their surplus in agri-business and clearly hold access to the wider economic
and institutional domains. The lower strata of the farming community is invariably beholden to
the rich farmer not merely for employment but also to access resources and services. There is
very little autonomous organisation of the former in much of the country except caste. Therefore,
when the die is cast on issues such as the Farm Acts, there is little doubt where the lower strata
of the farming community would throw in their lot with.

Valerian Rodrigues was a professor at Mangalore University and Jawaharlal Nehru University
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TRUST DEFICIT: THE HINDU EDITORIAL ON DILLI
CHALO FARMER PROTESTS AND NEED FOR A LEGAL
GUARANTEE FOR MSP

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

The Samyukta Kisan Morcha, a federation of around 500 farmer organisations, has resolved to
intensify its agitation against three farm laws hurriedly enacted by the Centre. After dismissing
the protests as ill-informed and motivated initially, the Centre has offered to make some changes
to the laws, but the farmers have now called for a Bharat Bandh on December 8. Thousands of
farmers camping on the outskirts of the national capital are sceptical of the government claim
that these laws would make agriculture more lucrative and secure by allowing market forces to
play. The fear that the new regime will dismantle the system of procurement under Minimum
Support Price (MSP) and leave farmers at the mercy of corporations is real. Responding to
concerns, the Centre has suggested safeguards to prevent land alienation via contract farming;
strengthening the State-run mandi system and ensuring its equal footing with private buyers
through equalising taxes; allowing grievance redress in civil courts rather than just in the offices
of Sub-Divisional Magistrates; and ensuring proper verification of private traders. It has not,
however, offered a legal guarantee of MSP and the question of power subsidies also remains
contentious.

The Narendra Modi government has a declared policy of ensuring farm prices that are at least
50% more than the input costs. This has remained more an intent than reality, and the
discussion has also been muddled by the government’s refusal to include rental value of the
land in input costs. Agriculture has to remain environmentally sustainable and remunerative for
farmers. Significant challenges have emerged with regard to these benchmarks, though India
has ensured substantial food stock and a robust distribution mechanism that covers the entire
country. There is a strong case for reworking the incentive structures and cropping pattern in
order to account for changes in water availability and changing dietary requirements. The
problems faced by farmers are by no means the same across India. But a sense of hostility from
the state and market is now pervasive. Changes in land acquisition laws and the general thrust
towards industrialisation together with the pressure on agriculture subsidies have increased the
feeling of vulnerability of farmers in recent years. The abrupt changes in the sector brought in
through the three laws have aggravated the trust deficit of the government. The combative
attitude of the government and the Bharatiya Janata Party towards criticism worsened it further.
Food security is considered a component of national security by all countries. The Union
Agriculture Minister has said the government has no ego. The Centre must strive for reaching an
agreement with the farmers that addresses their concerns.
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MNRE ISSUES GUIDELINES FOR IMPLEMENTATION OF
FEEDER LEVEL SOLARISATION UNDER COMPONENT-
C OF PM-KUSUM SCHEME

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

Ministry of New and Renewable (MNRE), after consultation with state governments,
has decided to issue Guidelines for Implementation of Feeder Level Solarisation
under Component-C of PM-KUSUM Scheme. The Cabinet Committee on Economic
Affairs had approved PM-KUSUM scheme in its meeting held on 19.2.2019. The
Scheme consists of three components. The Component-A includes installation of
Decentralized Ground Mounted Grid Connected Renewable Power Plants,
Component-B includes installation of standalone Solar Powered Agriculture Pumps
and Component-C includes Solarisation of Grid-connected Agriculture Pumps.

Ministry had issued detailed Guidelines for implementation of Component-C of PM-
KUSUM Scheme on 8 November 2019. As per provisions of the PM-KUSUM
Scheme, the grid connected agriculture pumps can be solarised with central and
state subsidy of 30% each and farmer’s contribution of 40%. The solar capacity
allowed is upto two times of the pump capacity in kW and surplus power will be
purchased by DISCOM. Since this component was to be implemented on pilot mode,
flexibility was given to states for using different models like net-metering, replacing
pump with BLDC pump or any other innovative model as deemed fit by the states.

Based on discussions held with states it has been decided to also include feeder level
solarisation under Component-C of PM-KUSUM Scheme. Accordingly, these
guidelines are being issued to provide broad implementation framework for feeder
level solarisation.

 

Implementation Methodology:

The Distribution Company (DISCOM)/Power Department will be the implementing
agency for feeder level solarisation in their respective areas. However, state
Government may appoint any other expert agency to help DISCOM for tendering and
other related activities of installation of solar power plant for feeder level solarisation.

Where agriculture feeders have already been separated the feeders may be solarised
under the scheme. This will lead to lower cost both in terms of lower capital cost and
cost of power.  Feeders having major load for agriculture may also be considered for
solarisation under the Scheme. The requirement of total annual power for an
agriculture feeder will be assessed and a solar power plant of capacity that can cater
to the requirement of annual power for that agriculture feeder can be installed either
through CAPEX mode or RESCO mode, which will supply solar power to that feeder.
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For example, a feeder having annual power requirement of say 10 lakh units, the
power can be supplied by solar power plant of capacity around 600 kW with CUF of
19%. Higher or lower CUF, depending upon the average solar insolation available in
the areas, may be considered for assessing solar power capacity.

Feeder level solar power plant may be installed to cater to the requirement of power
for a single feeder or for multiple agriculture feeders emanating from a distribution
sub-station (DSS) to feed power at 11 kV or at the higher voltage level side of the
DSS depending upon on factors like availability of land, technical feasibility, etc., and
there is no cap of the capacity of solar power plant for feeder level solarisation.

The DISCOMs may identify land near DSS, get ownership of land or its lease rights,
provide connectivity at DSS and lay sub-transmission line between DSS and solar
power plant. For the purpose of calculating CFA, the cost of installation of solar power
plant has been estimated as Rs. 3.5 Cr/MW.   Under the Scheme solarisation of
pumps of any capacity is allowed, however, in case of pumps of capacity above 7.5
HP, the CFA will be limited to solar capacity for 7.5 HP pumps.

Where agriculture feeders are not separated, loan for feeder separation will be
available from NABARD/PFC/REC. Ministry of Power is also in process of finalising a
Scheme to provide assistance for feeder separation. The savings on account of
electricity subsidy on agriculture and the income from the surplus electricity
generated by the solar power plant when it is not being used for irrigation can also be
used to pay off the loan taken for feeder separation.

 

Feeder level solarisation with enhanced capacity of solar plant:

The state may choose to install feeder level solar power plant of capacity higher than
capacity required for supplying power to agriculture feeder. The additional solar
power generated may be used for supplying nearby rural/urban loads during day time
or alternatively stored/banked for supplying power during evening hours for
lighting/induction cooking and other household purposes. However, in this case CFA
will be limited for solar capacity required for supplying power to the agriculture feeder.

 

Implementation under CAPEX Model:

For installation of feeder level solar power plant CFA of 30% (50% in case of NE
States, hilly states/UTs and Island UTs) will be provided by central Government and
balance will be met through loan from NABARD/PFC/REC. Concessional financing
will be available for solarisation of agriculture pumps as RBI has already included this
component under priority sector lending and MoAFW has included community level
solarisation under Agriculture Infrastructure Fund.  The current outlay on subsidy
being presently provided for supply of electricity to agriculture pumps by State
Government can be used to repay the loan in five to six years after which power will
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be available free of cost and outflow from State Government’s exchequer on account
of electricity subsidy for agriculture will come to an end. On an average power for
agriculture will be required only for 150 days in a year, the electricity produced from
the solar power plant in the remaining days will possibly provide an additional income
to the DISCOM. If  this is also used to pay off the loans taken from
NABARD/PFC/REC, the loan can be repaid sooner.

Advance CFA up to 40% of the total eligible CFA will be released to DISCOMs on
completion of tendering process and signing of work agreement with EPC contractor
selected for installation of solar power plant. Balance CFA will be released on
successful commissioning of solar power plant and plant starts supplying power to
agriculture feeder(s). The process of tendering and signing of work agreement with
EPC contractor should normally be completed by implementing agency within six
months from the date of issuance of sanction by MNRE.

The DISCOM may carry-out operation and maintenance of the solar power plant.
Alternatively, the EPC contractor who install the solar power plant may also be given
task for O&M of plant and supply guaranteed solar power for 25 years. Payment for
O&M of solar plant can be linked with energy production. In case of failure of solar
power plant to supply required solar power for the complete 25 years of project life,
the MNRE may direct the DISCOM to refund the CFA amount on prorata basis. An
undertaking to this effect will be submitted by DISCOM to MNRE.

 

Implementation under RESCO Model:

For installation of feeder level solar power plants through RESCO model, the
developers will be selected on the basis of lowest tariff offered for supply of required
solar power for a period of 25 years. The developer will get CFA @ 30% of the
estimated cost of installation of solar power plant i.e. Rs. 1.05 Cr/MW (30% of Rs. 3.5
Cr/MW). The solar power supplied by RESCO developer would much cheaper than
present cost of power delivered at distribution sub-station and therefore, DISCOM will
save the amount equal to difference between the two. In the RESCO model the
burden of electricity subsidy for agriculture will be reduced to the extent of difference
mentioned above and not become zero as in case of CAPEX model, where once the
loan is repaid, subsidy support from state Government is no longer required. 

States may choose to provide upfront subsidy in lieu of electricity subsidy being given
to agriculture consumers. This upfront subsidy from state could be in the form of VGF
to RESCO developer, in addition to 30% CFA, to supply power to farmers of an
agriculture feeder at present subsidised rates or any other rate fixed by state
Government. For example, if present subsidised rate for agriculture is Rs. 1.50/kWh,
the RESCO developer will be selected on the basis of lowest VGF bidded for supply
of solar power at Rs. 1.50/kWh.

CFA up to 100% of the total eligible CFA will be released to the RESCO developer
through DISCOM on successful commissioning and declaration of Commercial
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Operation Date (COD) of solar power plant. The release of CFA to RESCO developer
is subject to submission of bank guarantee equivalent to CFA amount. Bank
Guarantee will be released in four lots of 25% each on successful operation of plant
after 2.5 yrs, 5 yrs, 7.5 yrs and 10 yrs from CoD. For selection of RESCO developer
and PPA, the Guidelines and model PPA issued by MNRE for implementation of
Component-A of PM-KUSUM Scheme may be used, with suitable modifications. The
maximum timeline allowed for commissioning of solar power plant by RESCO
Developer will be nine months from the date of signing of PPA. The process of
selection of RESCO Developer and signing of PPA should normally be completed by
implementing agency within six months from the date of issuance of sanction by
MNRE.

 

Water saving and enhancing farmers’ income:

The objective of Component-C of PM-KUSUM Scheme is to provide reliable day-time
power to farmers, enhancing their income by purchasing surplus solar power and
thus incentivising them for saving water. In case of feeder level solarisation, farmers
will get daytime reliable solar power for irrigation, but there is no provision of selling
surplus solar power. Therefore, farmers can be incentivised for saving water and
enhancing their income. The DISCOMs shall assess the average power requirement
by farmers of an area depending upon various factors. This power requirement will be
treated as their benchmark consumption. The DISCOMs shall incentivise farmers for
consuming power less than benchmark consumption. Such saving of power shall be
treated as surplus power injected by farmers and they will be paid by DISCOMs
against this saved power at pre-determined tariff. This will be an important measure
for conserving groundwater level.

 

Allocation of capacity and Service Charges:

Under Component-C of PM-KUSUM Scheme solarisation of total 4 lakh grid
connected pumps are targeted for sanction by 2020-21 and 50% of these are to be
solarised through feeder level solarisation and balance 50% through individual pump
solarisation. The Scheme being demand driven the capacity will be allocated to states
depending upon demand raised by them. MNRE will request states to send their
demand within given timeframe. The states may send their demand for individual
pump solarisation or feeder level solarisation or both. The allocation of capacity will
be made by Screening Committee headed by Secretary, MNRE. Implementing
agency will get service charges as applicable under Scheme Guidelines.

 

System Specifications and Quality Control:

All components used for installation of solar power plants shall confirm to applicable
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BIS/MNRE specifications and follow quality control guidelines issued by MNRE. It will
be mandatory to use indigenously manufactured solar panels with indigenous solar
cells and modules.

Thorough maintenance of selected agriculture feeders is required to maintain feeder
availability during sunshine hours. This includes maintenance of DSS, sub-
transmission/LT lines lines and distribution transformers, etc., on regular basis in a
time bound manner.

 

Monitoring:

It will be mandatory for DISCOMs to monitor solar power generation and performance
of the solar power plant through online system. The online data will be integrated with
central monitoring portal which will extract data from the State portals for monitoring
of the scheme.

 

Interpretation of the Guidelines:

In case of any ambiguity in interpretation of any of the provisions of these guidelines,
the decision of the Ministry shall be final. The Guidelines would be reviewed by the
Ministry from time to time and necessary modifications would be incorporated after
getting approval of competent authority.

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

RCJ/M

Ministry of New and Renewable (MNRE), after consultation with state governments,
has decided to issue Guidelines for Implementation of Feeder Level Solarisation
under Component-C of PM-KUSUM Scheme. The Cabinet Committee on Economic
Affairs had approved PM-KUSUM scheme in its meeting held on 19.2.2019. The
Scheme consists of three components. The Component-A includes installation of
Decentralized Ground Mounted Grid Connected Renewable Power Plants,
Component-B includes installation of standalone Solar Powered Agriculture Pumps
and Component-C includes Solarisation of Grid-connected Agriculture Pumps.

Ministry had issued detailed Guidelines for implementation of Component-C of PM-
KUSUM Scheme on 8 November 2019. As per provisions of the PM-KUSUM
Scheme, the grid connected agriculture pumps can be solarised with central and
state subsidy of 30% each and farmer’s contribution of 40%. The solar capacity
allowed is upto two times of the pump capacity in kW and surplus power will be
purchased by DISCOM. Since this component was to be implemented on pilot mode,
flexibility was given to states for using different models like net-metering, replacing
pump with BLDC pump or any other innovative model as deemed fit by the states.
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Based on discussions held with states it has been decided to also include feeder level
solarisation under Component-C of PM-KUSUM Scheme. Accordingly, these
guidelines are being issued to provide broad implementation framework for feeder
level solarisation.

 

Implementation Methodology:

The Distribution Company (DISCOM)/Power Department will be the implementing
agency for feeder level solarisation in their respective areas. However, state
Government may appoint any other expert agency to help DISCOM for tendering and
other related activities of installation of solar power plant for feeder level solarisation.

Where agriculture feeders have already been separated the feeders may be solarised
under the scheme. This will lead to lower cost both in terms of lower capital cost and
cost of power.  Feeders having major load for agriculture may also be considered for
solarisation under the Scheme. The requirement of total annual power for an
agriculture feeder will be assessed and a solar power plant of capacity that can cater
to the requirement of annual power for that agriculture feeder can be installed either
through CAPEX mode or RESCO mode, which will supply solar power to that feeder.

For example, a feeder having annual power requirement of say 10 lakh units, the
power can be supplied by solar power plant of capacity around 600 kW with CUF of
19%. Higher or lower CUF, depending upon the average solar insolation available in
the areas, may be considered for assessing solar power capacity.

Feeder level solar power plant may be installed to cater to the requirement of power
for a single feeder or for multiple agriculture feeders emanating from a distribution
sub-station (DSS) to feed power at 11 kV or at the higher voltage level side of the
DSS depending upon on factors like availability of land, technical feasibility, etc., and
there is no cap of the capacity of solar power plant for feeder level solarisation.

The DISCOMs may identify land near DSS, get ownership of land or its lease rights,
provide connectivity at DSS and lay sub-transmission line between DSS and solar
power plant. For the purpose of calculating CFA, the cost of installation of solar power
plant has been estimated as Rs. 3.5 Cr/MW.   Under the Scheme solarisation of
pumps of any capacity is allowed, however, in case of pumps of capacity above 7.5
HP, the CFA will be limited to solar capacity for 7.5 HP pumps.

Where agriculture feeders are not separated, loan for feeder separation will be
available from NABARD/PFC/REC. Ministry of Power is also in process of finalising a
Scheme to provide assistance for feeder separation. The savings on account of
electricity subsidy on agriculture and the income from the surplus electricity
generated by the solar power plant when it is not being used for irrigation can also be
used to pay off the loan taken for feeder separation.
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Feeder level solarisation with enhanced capacity of solar plant:

The state may choose to install feeder level solar power plant of capacity higher than
capacity required for supplying power to agriculture feeder. The additional solar
power generated may be used for supplying nearby rural/urban loads during day time
or alternatively stored/banked for supplying power during evening hours for
lighting/induction cooking and other household purposes. However, in this case CFA
will be limited for solar capacity required for supplying power to the agriculture feeder.

 

Implementation under CAPEX Model:

For installation of feeder level solar power plant CFA of 30% (50% in case of NE
States, hilly states/UTs and Island UTs) will be provided by central Government and
balance will be met through loan from NABARD/PFC/REC. Concessional financing
will be available for solarisation of agriculture pumps as RBI has already included this
component under priority sector lending and MoAFW has included community level
solarisation under Agriculture Infrastructure Fund.  The current outlay on subsidy
being presently provided for supply of electricity to agriculture pumps by State
Government can be used to repay the loan in five to six years after which power will
be available free of cost and outflow from State Government’s exchequer on account
of electricity subsidy for agriculture will come to an end. On an average power for
agriculture will be required only for 150 days in a year, the electricity produced from
the solar power plant in the remaining days will possibly provide an additional income
to the DISCOM. If  this is also used to pay off the loans taken from
NABARD/PFC/REC, the loan can be repaid sooner.

Advance CFA up to 40% of the total eligible CFA will be released to DISCOMs on
completion of tendering process and signing of work agreement with EPC contractor
selected for installation of solar power plant. Balance CFA will be released on
successful commissioning of solar power plant and plant starts supplying power to
agriculture feeder(s). The process of tendering and signing of work agreement with
EPC contractor should normally be completed by implementing agency within six
months from the date of issuance of sanction by MNRE.

The DISCOM may carry-out operation and maintenance of the solar power plant.
Alternatively, the EPC contractor who install the solar power plant may also be given
task for O&M of plant and supply guaranteed solar power for 25 years. Payment for
O&M of solar plant can be linked with energy production. In case of failure of solar
power plant to supply required solar power for the complete 25 years of project life,
the MNRE may direct the DISCOM to refund the CFA amount on prorata basis. An
undertaking to this effect will be submitted by DISCOM to MNRE.

 

Implementation under RESCO Model:
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For installation of feeder level solar power plants through RESCO model, the
developers will be selected on the basis of lowest tariff offered for supply of required
solar power for a period of 25 years. The developer will get CFA @ 30% of the
estimated cost of installation of solar power plant i.e. Rs. 1.05 Cr/MW (30% of Rs. 3.5
Cr/MW). The solar power supplied by RESCO developer would much cheaper than
present cost of power delivered at distribution sub-station and therefore, DISCOM will
save the amount equal to difference between the two. In the RESCO model the
burden of electricity subsidy for agriculture will be reduced to the extent of difference
mentioned above and not become zero as in case of CAPEX model, where once the
loan is repaid, subsidy support from state Government is no longer required. 

States may choose to provide upfront subsidy in lieu of electricity subsidy being given
to agriculture consumers. This upfront subsidy from state could be in the form of VGF
to RESCO developer, in addition to 30% CFA, to supply power to farmers of an
agriculture feeder at present subsidised rates or any other rate fixed by state
Government. For example, if present subsidised rate for agriculture is Rs. 1.50/kWh,
the RESCO developer will be selected on the basis of lowest VGF bidded for supply
of solar power at Rs. 1.50/kWh.

CFA up to 100% of the total eligible CFA will be released to the RESCO developer
through DISCOM on successful commissioning and declaration of Commercial
Operation Date (COD) of solar power plant. The release of CFA to RESCO developer
is subject to submission of bank guarantee equivalent to CFA amount. Bank
Guarantee will be released in four lots of 25% each on successful operation of plant
after 2.5 yrs, 5 yrs, 7.5 yrs and 10 yrs from CoD. For selection of RESCO developer
and PPA, the Guidelines and model PPA issued by MNRE for implementation of
Component-A of PM-KUSUM Scheme may be used, with suitable modifications. The
maximum timeline allowed for commissioning of solar power plant by RESCO
Developer will be nine months from the date of signing of PPA. The process of
selection of RESCO Developer and signing of PPA should normally be completed by
implementing agency within six months from the date of issuance of sanction by
MNRE.

 

Water saving and enhancing farmers’ income:

The objective of Component-C of PM-KUSUM Scheme is to provide reliable day-time
power to farmers, enhancing their income by purchasing surplus solar power and
thus incentivising them for saving water. In case of feeder level solarisation, farmers
will get daytime reliable solar power for irrigation, but there is no provision of selling
surplus solar power. Therefore, farmers can be incentivised for saving water and
enhancing their income. The DISCOMs shall assess the average power requirement
by farmers of an area depending upon various factors. This power requirement will be
treated as their benchmark consumption. The DISCOMs shall incentivise farmers for
consuming power less than benchmark consumption. Such saving of power shall be
treated as surplus power injected by farmers and they will be paid by DISCOMs
against this saved power at pre-determined tariff. This will be an important measure
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for conserving groundwater level.

 

Allocation of capacity and Service Charges:

Under Component-C of PM-KUSUM Scheme solarisation of total 4 lakh grid
connected pumps are targeted for sanction by 2020-21 and 50% of these are to be
solarised through feeder level solarisation and balance 50% through individual pump
solarisation. The Scheme being demand driven the capacity will be allocated to states
depending upon demand raised by them. MNRE will request states to send their
demand within given timeframe. The states may send their demand for individual
pump solarisation or feeder level solarisation or both. The allocation of capacity will
be made by Screening Committee headed by Secretary, MNRE. Implementing
agency will get service charges as applicable under Scheme Guidelines.

 

System Specifications and Quality Control:

All components used for installation of solar power plants shall confirm to applicable
BIS/MNRE specifications and follow quality control guidelines issued by MNRE. It will
be mandatory to use indigenously manufactured solar panels with indigenous solar
cells and modules.

Thorough maintenance of selected agriculture feeders is required to maintain feeder
availability during sunshine hours. This includes maintenance of DSS, sub-
transmission/LT lines lines and distribution transformers, etc., on regular basis in a
time bound manner.

 

Monitoring:

It will be mandatory for DISCOMs to monitor solar power generation and performance
of the solar power plant through online system. The online data will be integrated with
central monitoring portal which will extract data from the State portals for monitoring
of the scheme.

 

Interpretation of the Guidelines:

In case of any ambiguity in interpretation of any of the provisions of these guidelines,
the decision of the Ministry shall be final. The Guidelines would be reviewed by the
Ministry from time to time and necessary modifications would be incorporated after
getting approval of competent authority.

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



Page 40

cr
ac

kIA
S.co

m

RCJ/M

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com



Page 41

cr
ac

kIA
S.co

m

Source : www.pib.gov.in Date : 2020-12-06

ALL STATES CHOOSE OPTION-1 TO MEET THE GST
IMPLEMENTATION SHORTFALL

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

All the 28 States and 3 Union Territories with legislature have decided to go for Option-1 to meet
the revenue shortfall arising out of the GST implementation. Jharkhand, the only remaining
State, has now communicated its acceptance of Option-1. All the 3 Union Territories with
Legislative Assembly who are members of the GST council have already decided in favour of
Option-1. 

The Government of India has set up a special borrowing window for the States & Union
Territories who choose Option-1 to borrow the amount of shortfall arising out of GST
implementation. The window has been operationalised since 23rd October, 2020 and the
Government of India has already borrowed an amount of Rs.30,000 crore on behalf of the
States in five instalments and passed it on to the States and Union Territories, who chose
Option-1. Now the State of Jharkhand will also receive funds raised through this window starting
from the next round of borrowing. The next instalment of Rs.6,000 crore will be released to the
States/UTs on 7th December, 2020.

Under the terms of Option-1, besides getting the facility of a special window for borrowings to
meet the shortfall arising out of GST implementation, the States are also entitled to get
unconditional permission to borrow the final instalment of 0.50% of Gross State Domestic
Product (GSDP) out of the 2% additional borrowings permitted by the Government of India,
under Atma Nirbhar Abhiyaan on 17th May, 2020. This is over and above the Special Window of
Rs.1.1 lakh crore. On receipt of the choice of Option-1, the Government of India has granted
additional borrowing permission of Rs.1,765 crore to the State Government of Jharkhand (0.50
% of Jharkhand’s GSDP).

The amount of additional borrowing permission granted to 28 States and the amount of funds
raised through special window and released to the States and Union Territories so far is
annexed.

State wise additional borrowing of 0.50 percent of GSDP allowed and amount of funds
raised through special window passed on to the States/UTs till 04.12.2020

(Rs. in Crore)

S. No.

Name of State / UT

Additional borrowing of 0.50 percent allowed to States

Amount of fund raised through special window passed on to the States/ UTs

1

Andhra Pradesh
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5051

804.15

2

Arunachal Pradesh*

143

0.00

3

Assam

1869

346.12

4

Bihar

3231

1358.54

5

Chhattisgarh #

1792

0.00

6

Goa

446

292.20

7

Gujarat 

8704

3208.80

8
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Haryana

4293

1514.40

9

Himachal Pradesh 

877

597.47

10

Jharkhand#

1765

0.00

11

Karnataka

9018

4317.39

12

Kerala

4,522

328.20

13

Madhya Pradesh

4746

1580.51

14

Maharashtra

15394

4167.99
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15

Manipur*

151

0.00

16

Meghalaya

194

38.89

17

Mizoram*

132

0.00

18

Nagaland*

157

0.00

19

Odisha

2858

1329.97

20

Punjab

3033

475.80

21

Rajasthan

5462
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907.12

22

Sikkim*

156

0.00

23

Tamil Nadu

9627

2171.90

24

Telangana

5017

299.88

25

Tripura

297

78.90

26

Uttar Pradesh

9703

2090.21

27

Uttarakhand

1405

806.10

28

West Bengal
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6787

252.22

 

Total (A):

106830

26966.76

1

Delhi

Not applicable

2040.77

2

Jammu & Kashmir

Not applicable

790.53

3

Puducherry

Not applicable

201.94

 

Total (B):

Not applicable

3033.24

 

Grand Total (A+B)

106830

30000.00

* These States have ‘NIL’ GST compensation gap
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# Funds will be released starting after next round of borrowing.

***

RM/KMN

All the 28 States and 3 Union Territories with legislature have decided to go for Option-1 to meet
the revenue shortfall arising out of the GST implementation. Jharkhand, the only remaining
State, has now communicated its acceptance of Option-1. All the 3 Union Territories with
Legislative Assembly who are members of the GST council have already decided in favour of
Option-1. 

The Government of India has set up a special borrowing window for the States & Union
Territories who choose Option-1 to borrow the amount of shortfall arising out of GST
implementation. The window has been operationalised since 23rd October, 2020 and the
Government of India has already borrowed an amount of Rs.30,000 crore on behalf of the
States in five instalments and passed it on to the States and Union Territories, who chose
Option-1. Now the State of Jharkhand will also receive funds raised through this window starting
from the next round of borrowing. The next instalment of Rs.6,000 crore will be released to the
States/UTs on 7th December, 2020.

Under the terms of Option-1, besides getting the facility of a special window for borrowings to
meet the shortfall arising out of GST implementation, the States are also entitled to get
unconditional permission to borrow the final instalment of 0.50% of Gross State Domestic
Product (GSDP) out of the 2% additional borrowings permitted by the Government of India,
under Atma Nirbhar Abhiyaan on 17th May, 2020. This is over and above the Special Window of
Rs.1.1 lakh crore. On receipt of the choice of Option-1, the Government of India has granted
additional borrowing permission of Rs.1,765 crore to the State Government of Jharkhand (0.50
% of Jharkhand’s GSDP).

The amount of additional borrowing permission granted to 28 States and the amount of funds
raised through special window and released to the States and Union Territories so far is
annexed.

State wise additional borrowing of 0.50 percent of GSDP allowed and amount of funds
raised through special window passed on to the States/UTs till 04.12.2020

(Rs. in Crore)

S. No.

Name of State / UT

Additional borrowing of 0.50 percent allowed to States

Amount of fund raised through special window passed on to the States/ UTs

1

Andhra Pradesh

5051
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804.15

2

Arunachal Pradesh*

143

0.00

3

Assam

1869

346.12

4

Bihar

3231

1358.54

5

Chhattisgarh #

1792

0.00

6

Goa

446

292.20

7

Gujarat 

8704

3208.80

8

Haryana
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4293

1514.40

9

Himachal Pradesh 

877

597.47

10

Jharkhand#

1765

0.00

11

Karnataka

9018

4317.39

12

Kerala

4,522

328.20

13

Madhya Pradesh

4746

1580.51

14

Maharashtra

15394

4167.99

15
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Manipur*

151

0.00

16

Meghalaya

194

38.89

17

Mizoram*

132

0.00

18

Nagaland*

157

0.00

19

Odisha

2858

1329.97

20

Punjab

3033

475.80

21

Rajasthan

5462

907.12
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22

Sikkim*

156

0.00

23

Tamil Nadu

9627

2171.90

24

Telangana

5017

299.88

25

Tripura

297

78.90

26

Uttar Pradesh

9703

2090.21

27

Uttarakhand

1405

806.10

28

West Bengal

6787
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252.22

 

Total (A):

106830

26966.76

1

Delhi

Not applicable

2040.77

2

Jammu & Kashmir

Not applicable

790.53

3

Puducherry

Not applicable

201.94

 

Total (B):

Not applicable

3033.24

 

Grand Total (A+B)

106830

30000.00

* These States have ‘NIL’ GST compensation gap

# Funds will be released starting after next round of borrowing.
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RM/KMN
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Source : www.thehindu.com Date : 2020-12-07

A MIRAGE SOLD AS A PANACEA FOR THE
UNORGANISED SECTOR

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

In an interview with The Hindu in October this year, the Union Labour Minister claimed that the
four labour codes would generate employment and secure the basic rights of the workers. He
also claimed that the labour codes seek to universalise the right to minimum wage of workers
and social security entitlements. These appear to be extremely positive steps from the
perspective of all workers. Why, then, have the labour codes not been universally welcomed by
workers and their organisations, with even the Bharatiya Janata Party-affiliated Bharatiya
Mazdoor Sangh opposing the codes? What are the reasons for this cold reception to what the
BJP claims is a game changer for all workers in the country?

Let us first look at the claim of universal social security. The codes mandate benefits of
Employees’ State Insurance (ESI) and Provident Fund (PF) only for workers belonging to
establishments employing 10 workers or more. This leaves out nearly 80% of all Indian workers
— the informal sector — from the ambit of these benefits. These workers have to be satisfied
with a promise of some special schemes for them in their as yet undefined future. They may also
be allowed access to underutilised Employees’ State Insurance Corporation hospitals — and
even that only on payment of a usage charge! The most ubiquitous workers we encounter in our
daily life — our domestic help, or the street vendor, or even the paper boy who delivers the
morning newspaper home — are all left out of reckoning of this universal coverage.

The Hindu In Focus podcast | Breaking down the new labour codes passed by Parliament

What does ESI coverage mean for the remaining 20% of the workers? In 2016, the ESI covered
2.1 crore workers; this increased to 3.6 crore by March 2019. The ESI employed around six
doctors per one lakh beneficiaries in 2016, as against the World Health Organization norm of
100 doctors; the proportion of doctors to beneficiaries would have further fallen with the
expanded membership. The ESI would have needed to urgently increase doctor and
paramedical strength, for which it would need more resources. However, in the interest of ‘ease
of doing business’, the employer plus employee contribution to the ESI was reduced from 6.5%
to 4% from July 2019. The decision to reduce the contribution rate at a time when the need for
the ESI was to increase expenditure on medical care surely appears counter-intuitive. With the
new codes seeking to cover 20% of all workers, the membership would further increase to
around 10 crore workers: a three-time increase over the membership in 2019. The available
capacity of the hospitals and dispensaries would evidently be inadequate. The hope of
‘underutilised hospitals’ being made available to the informal sector is mere populist kite-flying.

There is another side to this picture. The ESI coverage follows the map of industrial growth in
the country. Thus, in industrialised States like Karnataka and Tamil Nadu, the ESI covered
around 20% of the population as beneficiaries in 2016; the corresponding figure was just 0.7%
for Bihar. Surely the possibility of scaling up coverage is a remote possibility in Bihar, given the
very low base at present. It is not surprising that the granting of universal social security does
not seem to have figured big in the election rhetoric before the Bihar Assembly election. The
political promises there are more basic — to provide jobs rather than job regulation.

While introducing the new codes, the government also did away with a number of existing cess-
based welfare schemes. These included the Beedi Workers Welfare Board, covering an

https://www.thehindu.com/news/national/cant-keep-deferring-labour-reforms-in-the-name-of-consultation-says-labour-minister-gangwar/article32752433.ece
https://www.thehindu.com/news/national/the-hindu-explains-what-does-the-new-industrial-relations-code-say-and-how-does-it-affect-the-right-to-strike/article32705599.ece
https://www.thehindu.com/news/national/other-states/bharatiya-mazdoor-sangh-threatens-national-strike-plans-protests-over-labour-codes/article32784368.ece
https://www.thehindu.com/news/national/other-states/bharatiya-mazdoor-sangh-threatens-national-strike-plans-protests-over-labour-codes/article32784368.ece
https://www.thehindu.com/podcast/breaking-down-the-new-labour-codes-passed-by-parliament-the-hindu-in-focus-podcast/article32704246.ece
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estimated five lakh home-based women workers. Even to this day, older beedi workers in the
erstwhile South Kanara district of the Madras Presidency credit the education schemes available
to them to the Board, which they say, enabled their children to escape the pernicious bind of
poverty. The workers also had access to free dispensation in the hospitals run by the Board.
With the new codes, the beedi workers will forego these facilities in exchange for an undefined
promise of universal social security.

Editorial | Code debate: On new labour Bills

The second claim for universal coverage was of the minimum wage. According to the Union
Labour Minister, at present only around 30% of all workers get covered under the various
minimum wage schedules. The government’s remedy in the codes is to include a floor wage
covering all workers. At various instances, the Labour Minister announced a floor wage of 178
per day in 2019; and more recently the Finance Minister announced 202. This is only a little
more than half the 375 per day recommended by the Labour Ministry’s Expert Committee on
Wage in 2019; and also lower than the poverty line family expenditure estimated by the
government-appointed Rangarajan Committee in 2011, corrected for inflation. This ‘floor wage’
should more aptly be called the below poverty line, or BPL wage. It can only serve to pull down
wages, far from shoring up the wage level.

Comment | A wage code that is a hasty composition

The true colours of the government are clearly revealed. These codes, which also include
various measures restricting the unions’ right to strike and relax norms for factory closure, serve
to improve the ‘ease of doing business’ ranking instead of improving the conditions of
employment. The popular children’s fairy tale, ‘The Emperor’s New Clothes’, shows up the
Emperor as wearing nothing. For the unorganised sector workers, the labour codes provide a
similar story; a set of fairy tale promises that are nothing but a mirage.

Mohan Mani is a researcher with the Centre for Labour Studies at the National Law School India
University; Babu Mathew is Professor and Director, Centre for Labour Studies at the National
Law School India University

This article is available only to our subscribers.

Already have an account ? Sign in

Start your 14 days free trial. Sign Up

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,
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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.

The Hindu has always stood for journalism that is in the public interest. At this difficult time, it
becomes even more important that we have access to information that has a bearing on our
health and well-being, our lives, and livelihoods. As a subscriber, you are not only a beneficiary
of our work but also its enabler.

We also reiterate here the promise that our team of reporters, copy editors, fact-checkers,
designers, and photographers will deliver quality journalism that stays away from vested interest
and political propaganda.

Suresh Nambath

Please enter a valid email address.

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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Source : www.thehindu.com Date : 2020-12-08

A ‘DUET’ FOR INDIA’S URBAN WOMEN
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

The COVID-19 crisis has drawn attention to the insecurities that haunt the lives of the urban
poor. Generally, they are less insecure than the rural poor, partly because fallback work is easier
to find in urban areas — if only pulling a rickshaw or selling snacks. Still, the urban poor are
exposed to serious contingencies, both individual (such as illness and underemployment) and
collective (lockdowns, floods, cyclones, financial crises and so on).

There is, thus, a need for better social protection in urban areas. There are not many options.
Universalising the Public Distribution System in urban slums would be a step forward (and it can
be done under the National Food Security Act), but foodgrain rations do not take people very far.
Employment-based support is one way of doing more. It has two major advantages: self-
targeting, and the possibility of generating valuable assets or services.

There has been much discussion, in recent months, of a possible urban employment guarantee
act. The nuts and bolts of the act, however, are not so clear, and we have little experience of
relief work in urban areas. Further, it takes some optimism to expect a national urban
employment guarantee act to materialise in the current political climate. A stepping stone would
help.

Some time ago I had proposed an urban employment scheme called Decentralised Urban
Employment and Training (DUET). Briefly, it would work as follows (https://bit.ly/33N41zy). The
government, State or Union, would issue “job stamps”, each standing for one day of work at the
minimum wage. The job stamps would be liberally distributed to approved public institutions
such as universities, hostels, schools, hospitals, health centres, museums, libraries, shelters,
jails, offices, departments, railway stations, transport corporations, public-sector enterprises,
neighbourhood associations and urban local bodies. These institutions would be free to use the
stamps to hire labour for odd jobs and small projects that do not fit easily within their existing
budgets and systems. Wages, paid by the government, would go directly to the workers’
accounts against job stamps certified by the employer. To avoid collusion, an independent
placement agency would take charge of assigning workers to employers.

This approach would have various advantages: activating a multiplicity of potential employers,
avoiding the need for special staff, facilitating productive work, among others. It would also
ensure that workers have a secure entitlement to minimum wages, and possibly other benefits.

There is no dearth of possible DUET jobs. Many possibilities are mentioned in Azim Premji
University’s blueprint for an urban employment guarantee act (https://bit.ly/3lSCUsU). Further,
many States have a chronic problem of dismal maintenance of public premises — DUET could
provide a first line of defence against it. Some projects may require a modest provision for
material expenditure, but that seems doable.

To work well, DUET would have to include some skilled workers (masons, carpenters,
electricians and such). That would widen the range of possible jobs. It would also help to impart
a training component in the scheme — workers could learn skills “on the job”, as they work
alongside skilled workers. Roping in skilled workers, however, will take some effort: they tend to
get a fair amount of work in urban areas, and to earn relatively good wages.

Aside from prompting a lot of useful and mostly enthusiastic feedback when it was placed in the
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public domain, the DUET proposal was the subject of a recent symposium by ‘Ideas for India’
(https://bit.ly/3qycBMh), where many eminent economists shared valuable thoughts and doubts.
I am told that the Left Democratic Front in Kerala has included it in its election manifesto for the
forthcoming local elections. Of course, many practical issues are likely to arise in the design of
the scheme. But the idea seems worth pursuing at least.

Here is a variant of DUET that merits special consideration — how about giving priority to
women workers? I am not thinking of a minimum quota for women, like the one-third quota
under the National Rural Employment Guarantee Act (NREGA), but of an absolute priority: as
long as women workers are available, they get all the work. In fact, women could also run the
placement agencies, or the entire programme for that matter.

To facilitate women’s involvement, most of the work could be organised on a part-time basis,
say four hours a day. A part-time employment option would be attractive for many poor women
in urban areas. Full-time employment tends to be very difficult for them, especially if they have
young children. Wage employment for a few hours a day would be much easier to manage. It
would give them some economic independence and bargaining power within the family, and
help them to acquire new skills. Remember, the economic dependence of women on men is one
of the prime roots of gender inequality and female oppression in India.

Giving priority to women would have two further merits. First, it would reinforce the self-targeting
feature of DUET, because women in relatively well-off households are unlikely to go (or be
allowed to go) for casual labour at the minimum wage. Second, it would promote women’s
general participation in the labour force. India has one of the lowest rates of female workforce
participation in the world. According to National Sample Survey data for 2019, only 20% of urban
women in the age group of 15-59 years spend time in “employment and related activities” on an
average day. This is a loss not only for women, who live at the mercy of men, but also for
society as a whole, insofar as it stifles the productive and creative potential of almost half of the
adult population.

I would add, on a more tentative note, that giving priority to women (and putting them in charge)
may help to prevent corruption. If wages are paid directly to the workers’ accounts, siphoning
DUET funds off would require collusion with workers, real or dummy. Women may be more
reluctant than men to participate in a scam, if only out of fear.

A moot question remains: will the public institutions concerned make active use of the job
stamps? Think of the head of a university department who sees that the walls need white-
washing. It would not take much initiative for her to reach for the job stamps and get the job
done. Still, it is easier to do nothing.

This is where there is a big difference between DUET and the “service voucher” schemes that
have proved so popular in some European countries. The service vouchers are much like job
stamps, except that they are used by households instead of public institutions, for the purpose of
securing domestic services such as cooking and cleaning. The service vouchers are not free,
but they are highly subsidised, and households have an incentive to use them since that is a
way of buying domestic services very cheap. In the DUET scheme, the use of job stamps relies
on a sense of responsibility among the heads of public institutions, not their self-interest.

It is, thus, not easy to guess how intensively job stamps will be used. The best way to find out is
to give the scheme a chance. As it happens, that can easily be done, by way of a pilot scheme
in select districts or even municipalities. There is nothing to lose: if DUET does not work, we
shall learn from it at least.
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Source : www.livemint.com Date : 2020-12-08

PRICE RISKS MAKE FARMERS WARY OF PRIVATE
MARKETS

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

For over 12 days now, farmers have been pressing the Centre to repeal a set of agriculture laws
passed in September. Centre argues that the agenda is to offer choice to farmers while growers
see unregulated private markets as a threat to minimum support prices. Mint explores.

For over 12 days now, farmers have been pressing the Centre to repeal a set of agriculture laws
passed in September. Centre argues that the agenda is to offer choice to farmers while growers
see unregulated private markets as a threat to minimum support prices. Mint explores.

Why are farmers more wary of pvt markets?

Over the last five years, low global and domestic commodity prices have taken a toll on
agricultural incomes. Many farmers already depend on private markets, and not the government,
to sell their produce. In private agri markets, price risks are high and recurrent. Prices of
commodities like cotton are determined by global trends, while those of perishables fluctuate
depending on seasonal factors, weather and demand-supply dynamics. Due to their weak
bargaining power in the private market—a result of their inability to store, process or time
sales—farmers often dump their perishables or sell them dirt cheap.

How do the farmers counter these risks?

With price risks taking a toll on income, farmers often fall back on assured government purchase
of cereals like rice and wheat, where prices are comparatively steady. This is why the Punjab
farmer is addicted to paddy, even though its cultivation has depleted ground water tables. The
same is true for sugarcane where the Centre announces a fair price. The lopsided price
incentives, coupled with risks in alternative crops, force a water-stressed region like Marathwada
to grow cane. Centre hopes that alternative marketing channels envisaged in the reform acts will
lift farm-gate prices and align crop choices to demand.

Can competitive markets ensure a fair deal for them?

The evidence within India is thin. In Bihar, for instance, which abolished regulated markets in
2006, and where purchases at MSP are negligible, farmers sell paddy and maize at a large
discount to support prices. In fact, private traders often purchase paddy and wheat cheap in
Bihar and sell in Punjab and Haryana at MSP where the procurement infrastructure is robust.

What about contract farming and its risks?

One of the laws offers contract farming as a way to counter price risks. For some commodities
such as poultry and organic crops, contracts have worked well. But potato growers complain that
firms refuse to buy produce by raising quality concerns when market rates go below contracted
price. Similarly, buyers run risks of farmers reneging on a contract when market prices shoot
higher than the contracted price. Food firms say they are unable to hedge risks as crop
derivatives market is not well developed in India.

How can the Centre ensure fair returns?

https://www.livemint.com/news/india/farmers-protests-may-pose-electoral-challenge-for-nda-in-poll-bound-states-11607317853869.html
https://www.livemint.com/topic/minimum-support-price
https://www.livemint.com/topic/farm-incomes
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Globally, the norm is to provide direct cash support. In effect, a fixed upfront subsidy is granted
based on the land holding size. No country has an entirely free market-driven agri marketing
structure. The ongoing protest is a contestation about the nature of the subsidy regime and
whether there is protection for the farmer from inevitable price risks. The cash support schemes
beginning to be put in place aren’t adequate to replace the MSP regime. And it is the fear of
price risks which has brought farmers out on the streets.

Click here to read the Mint ePaperMint is now on Telegram. Join Mint channel in your Telegram
and stay updated with the latest business news.

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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Source : www.indianexpress.com Date : 2020-12-09

FARM LAWS WORSEN A DEVELOPMENT MODEL THAT
COVETS LAND, IGNORES CULTIVATOR

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

As farmers from Punjab and Haryana force the central government into unconditional talks,
demanding nothing less than a repeal of the three new farm laws, the BJP-led NDA government
insists the reforms are “farmer-friendly”. The farm laws seek to introduce the neoliberal notion of
“choice” into the production and sale of agricultural produce through deregulation, and give a
push to private traders and agricultural corporations. Small and marginal farmers — a section
that constitutes 85 per cent of agrarian landholdings — are likely to be worst hit, with the lowest
bargaining power and highest level of precarity.

Added to this, state policies on land, intertwined in important ways with the current development
model, are a significant force shaping agrarian conditions in India. The scale of land acquisition
has increased exponentially since the Nineties, with the estimate for all displaced people up
from approximately 25-30 million by 1990 to 60 million by 2004 (Walter Fernandes). The current
development model is hungry for land but has little use for the people that live on it, with little
progress being made on employment generation in comparison to the numbers of livelihoods
destroyed by displacement. A closer look at the way in which these policies influence the
livelihood of small and marginal farmers is imperative in a relevant analysis of agriculture in
India.

Opinion | Amitabh Kundu, Harbir Singh Sidhu write: Govt needs to encourage more
remunerative cropping patterns, while addressing farmer anxieties

A policy framework shaped by the needs of capital — which needs land but not the people —
creates a system that renders subsistence cultivators unnecessary or superfluous to
development initiatives of the state. A halt to large-scale land acquisition is, therefore,
fundamental to the survival of the large majority of cultivators in India.

Where many small and marginal farmers engage in subsistence cultivation, sale of agricultural
produce is limited to the need for cash or an assured surplus. Cultivating primarily for household
consumption, their practices are not geared towards maximising production driven by the
dynamics of the market. Instead, it relies heavily on non-market inputs, whether it is seeds,
manure, or other forms of nourishing the land. Protecting themselves to a limited extent from
market volatility and being dependent on cash, they remain relatively protected from the vicious
cycles of debt that are the norm for commercial farmers.

Opinion | Ashok Gulati writes: Punjab needs a package to help it diversify output,
overcome MSP trap

Comparing data of states that have a high proportion of commercial farming with those that have
a higher degree of subsistence cultivation substantiates this. In 2018-19, the consumption of
nitrogen, phosphorus and potassium fertiliser in Maharashtra, UP, Assam and Jharkhand was
125.95 kg/hectare (ha), 170.09 kg/ha, 73.69 kg/ha and 59.79 kg/ha respectively (Agricultural
Statistics at a Glance, 2019). Keeping this trend in mind, the state-wise scale of indebtedness of
agricultural households as recorded in the All-India Report on Agriculture Census 2010-11
shows Maharashtra at 57.3 per cent, UP at 43.8 per cent, Assam at 17.5 per cent and
Jharkhand at 28.9 per cent. These figures are representative of the increased cash dependence
of agriculture in commercially significant states as Maharashtra and UP, and a significantly lower

https://indianexpress.com/about/bjp/
https://indianexpress.com/article/opinion/columns/fields-of-the-future-7097184/
https://indianexpress.com/article/opinion/columns/fields-of-the-future-7097184/
https://indianexpress.com/article/opinion/columns/punjab-farmers-protests-farm-laws-7094357/
https://indianexpress.com/article/opinion/columns/punjab-farmers-protests-farm-laws-7094357/
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level of debt in states like Jharkhand and Assam.

However, this is not to be confused with a picture of stable or secure livelihoods. It is to point to
the means through which subsistence cultivators protect themselves from the vagaries of the
market by drawing on non-monetised resources and informal arrangements of land use. The
policy trajectory on land and development, particularly since the 1990s, has lain waste to these
resources, institutions and arrangements of social relations.

Opinion | Pramod Kumar writes: Farmers’ protest questions reform that promotes
efficiency of agriculture, not well-being of agriculturists

Of the total estimated land acquired between 1947 and 2004, more than half is constituted by
forest land and common property holdings. Land marked off as village common land or grazing
land is often declared as government land and appropriated without the consent of local
residents. The constant expansion of forest lands is itself the latest strategy to bypass mandated
procedures for land acquisition under the new Right to Fair Compensation and Transparency in
Land Acquisition and Rehabilitation and Resettlement Act 2013.

The latest Environmental Impact Assessment Draft Notification 2020 seeks to facilitate ease of
doing business by clearing “obstacles” for businesses such that permissions are simpler to get
and grievances harder to file. Even as the new Land Acquisition Law 2013 has introduced
significant changes from the colonial 1894 Law, it serves to firmly keep in place the principle of
eminent domain by which the state retains excessive powers over land and, thereby, facilitates
the process of land acquisition in the long run.

Together, these policy changes aid the process of land acquisition and further intensify land
dispossession. Several informal land arrangements are being stripped away constantly, leaving
subsistence peasants more dependent on cash for meeting everyday requirements of life and
propelling them deeper into an unequal market that constantly reproduces their position at the
margins.

Continuation of the development model in its present form sounds as much of a death knell for a
thriving agrarian sector as do the new farm laws. Without land, there will be neither field nor
farmer. In the context of jobless growth and capital’s growing need for land but not people, such
a paradigm continuously throws the people who occupy land needed for “development” out of
the system, with no employment opportunities to offer them, no requirement of their labour, and
no place to settle them on. For a healthy agrarian sector, the state must strengthen and protect
the position of the cultivator. As long as land acquisition continues at its current pace, there is
little chance of that happening.

This article first appeared in the print edition on December 9, 2020 under the title ‘Land,
but not for the tiller’. The writer is assistant professor, department of humanities and
social sciences, IIT Guwahati

Opinion | Neither government nor protesting farmers recognise the challenge of depleting
natural resources and climate crisis

 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 : 2020-12-09

AUSTRALIA TO MAKE FACEBOOK, GOOGLE PAY
NEWS OUTLETS FOR CONTENT

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

In changes to draft legislation announced earlier this year that might benefit the tech companies,
the final version of the law would not affect news content distributed on Facebook's Instagram
subsidiary or Google's YouTube   | Photo Credit: AFP

Australia locked in plans on Tuesday to make Facebook Inc and Google pay its media outlets for
news content, a world-first move aimed at protecting independent journalism that has drawn
strong opposition from the internet giants.

Under laws to be introduced to parliament on Wednesday, Treasurer Josh Frydenberg said the
Big Tech firms will have to negotiate how much they pay local publishers and broadcasters for
content that appears on their platforms.

If they can't strike a deal, a government-appointed arbitrator will decide how much they will need
to pay.

“This is a huge reform, this is a world first, and the world is watching what happens here in
Australia,” Frydenberg told reporters in the capital Canberra.

“Our legislation will help ensure that the rules of the digital world mirror the rules of the physical
world ... and ultimately sustain our media landscape here in Australia.”

The law amounts to the strongest check of the tech giants' market power globally, and follows
three years of inquiry and consultation, ultimately spilling into a public dispute in August when
the U.S. companies warned it may it may stop them offering their services in Australia.

Asked about earlier Facebook threats to block news content from its Australian website and
Google's threat to block its main search engine in Australia, Frydenberg said “it's a mandatory
code” and the companies would be “required by law ... to abide by it”.

In changes to draft legislation announced earlier this year that might benefit the tech companies,
the final version of the law would not affect news content distributed on Facebook's Instagram
subsidiary or Google's YouTube.

But Frydenberg added to the list of media companies with whom the tech giants must negotiate,
saying public broadcaster the Australian Broadcasting Corp and specialist public broadcaster
SBS would be included, along with dominant private sector outlets like News Corp and Nine
Entertainment Co Holdings Ltd.

Representatives of Google and Facebook were not immediately available for comment on
Tuesday.

You have reached your limit for free articles this month.

To get full access, please subscribe.
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Already have an account ? Sign in

Start your 14 days free trial. Sign Up

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!

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.

The Hindu has always stood for journalism that is in the public interest. At this difficult time, it
becomes even more important that we have access to information that has a bearing on our
health and well-being, our lives, and livelihoods. As a subscriber, you are not only a beneficiary
of our work but also its enabler.

We also reiterate here the promise that our team of reporters, copy editors, fact-checkers,
designers, and photographers will deliver quality journalism that stays away from vested interest
and political propaganda.

Suresh Nambath

Please enter a valid email address.

The #2020Challenge is the latest meme going viral on social media during the coronavirus
lockdowns — and it needs nothing but selfies

In 27 of the 28 telecom circles in India, not even one operator offered a download speed of more
than the global average
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unlimited access to The Hindu.

Sign up for a 30 day free trial.

https://subscription.thehindu.com/signup?utm_source=meterpaywall&utm_medium=33276535&utm_campaign=internet&#signin
https://subscription.thehindu.com/signup?utm_source=meterpaywall&utm_medium=33276535&utm_campaign=internet
https://subscription.thehindu.com/signup?utm_source=curtainraiser&utm_medium=33276535&utm_campaign=internet#signin
https://subscription.thehindu.com/signup?utm_source=curtainraiser&utm_medium=article&utm_campaign=hindu
https://subscription.thehindu.com/signup?utm_source=adblocker&utm_medium=signin&utm_campaign=adblocker


Page 67

cr
ac

kIA
S.co

m

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com



Page 68

cr
ac

kIA
S.co

m

Source : www.livemint.com Date : 2020-12-10

CABINET OKAYS 22,810 CRORE FOR WAGE SUBSIDY
SCHEME VIA EPFO

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

The Cabinet on Wednesday approved an expenditure of 22,810 crore to bear the cost of
pensions of low-paid workers in the formal sector, hoping that it will spur job creation, albeit at
the lower end of the salary threshold.

The two-year scheme to subsidize wages through the Employees’ Provident Fund Organization
(EPFO) is part of the Atmanirbhar Bharat Rojgar Yojana announced last month by Union finance
minister Nirmala Sitharaman.

Also read: The pandemic push to the silver economy

“The cabinet has approved an expenditure of 1,584 crore for the current financial year and
22,810 crore for the entire scheme period of 2020-2023," the government said after a cabinet
meeting. The Atmanirbhar Bharat Rojgar Yojana will also “incentivize creation of new
employment opportunities during the covid recovery phase", it said.

The move will aid formalization in the labour market, said Union labour minister Santosh
Gangwar. The ministry is trying hard to help both workers and enterprises through employment
generation, he said.

The scheme is also aimed at weaning back workers who left their jobs after the coronavirus
outbreak. However, Gangwar did not say how many people have actually lost jobs because of
the nationwide lockdown implemented to contain the covid-19 pandemic.

The cabinet statement did not mention the number of potential beneficiaries. However, a
government spokesperson said in a tweet that the move may benefit about 5.8 million workers.

The need to create jobs has become a topic of debate with regard to the economy and gained in
urgency after the lockdown, with several studies pointing to massive job shedding across
sectors this year. About 6 million white collar workers lost their jobs between May and August,
the Centre for Monitoring Indian Economy has said. Another few more million industrial workers
lost their jobs, too.

Under Atmanirbhar Bharat Rojgar Yojana, the government will provide the subsidy for two years
for new employees hired between 1 October 2020 and 30 June 2021. New employees have
been classified as those who have a monthly income of less than 15,000 and have not been
registered with EPFO earlier.

“The government of India will pay both 12% employees’ contribution and 12% employers’
contribution...towards EPF in respect of new employees in establishments employing up to
1,000 employees for two years," the labour ministry said.

For establishments with more than 1,000 workers, the government will pay only the 12%
employees’ share of EPF contribution.

https://www.livemint.com/money/personal-finance/how-epfo-calculates-interest-on-your-pf-balance-details-explained-here-11607338962247.html
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https://www.livemint.com/news/india/epfo-dismisses-reports-of-declining-subscribers-contributing-firms-in-oct-11605795976077.html
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“Any EPF member possessing universal account number (UAN) drawing monthly wage of less
than 15,000 who made exit from employment during Covid pandemic from 1 March 2020 to 30
September 2020 and did not join employment in any EPF-covered establishment up to 30
September 2020 will also be eligible to avail benefit," the government said. “EPFO will credit the
contribution to the Aadhaar-seeded accounts of members in electronic manner," it said.

The retirement fund manager is set to work out modalities to ensure that there is no overlap of
benefits provided under the Atmanirbhar Bharat Rojgar Yojana with any other scheme
implemented by EPFO.

Click here to read the Mint ePaperMint is now on Telegram. Join Mint channel in your Telegram
and stay updated with the latest business news.

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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Source : www.livemint.com Date : 2020-12-10

GOVT TO SPEND 22,810 CR ON ATMANIRBHAR
BHARAT ROZGAR YOJANA, TO BENEFIT OVER 58
LAKH EMPLOYEES

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

Under the Atmanirbhar Bharat Rojgar Yojana, the government will for two years provide
employee and employer contribution to the retirement fund for new hires by businesses and
entities

The Union Cabinet on Wednesday approved the earlier announced special EPF scheme,
Atmanirbhar Bharat Rozgar Yojana at an expenditure of 1,584 crore for the current financial
year, said Labour Minister Santosh Gangwar.

Under the Atmanirbhar Bharat Rojgar Yojana, the government will for two years provide
employee and employer contribution to the retirement fund for new hires by businesses and
entities, Labour Minister Santosh Gangwar said.

The scheme would till 2023 entail an outgo of 22,810 crore and would benefit around 58.5 lakh
employees.

Here are five things to know about the Atmanirbhar Bharat Rozgar Yojana scheme:

EPFO-registered employers if they add new employees compared to reference base of
employees as compared to September 2020 will be covered under the scheme if they add
minimum of two new employees if reference base if 50 employees or less. If reference base if
more than 50, establishments have to add minimum of five new employees to get covered under
the scheme.

If new employees of requisite number are recruited from October 1, 2020 to June 30, 2021, the
establishments will be covered for the next two years.

Employees joining employment with monthly wages less than 15,000 will be covered under the
scheme.

Any EPF member possessing Universal Account Number (UAN) drawing monthly wage of less
than 15000, who made exit from employment during Covid pandemic from 1 March to 30
September and did not join employment in any EPF covered establishment up to 30 September
will also be eligible to avail benefit, the ministry said.

Under the scheme, the central government will give subsidy by way of EPF contributions for two
years in respect of new eligible employees. Subsidy will be credited upfront in Aadhaar-seeded
EPFO accounts. For establishments employing up to 1,000 employees, employee's contribution
(12% of wages) and employer's contributions (12% of wages), totalling 24% of wages, will be
contribute by central govt. Establishments employing more than 1000 employees, only
employee's EPF contributions (12% of EPF wages) will be contributed by central government.

EPFO will credit the contribution in Aadhaar seeded account of members in electronic manner.
EPFO shall develop a software for the scheme and also develop a procedure which is
transparent and accountable at their end. The fund shall work out modality to ensure that there
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is no overlapping of benefits provided under ABRY with any other scheme implemented by
EPFO.

Click here to read the Mint ePaperMint is now on Telegram. Join Mint channel in your Telegram
and stay updated with the latest business news.

Log in to our website to save your bookmarks. It'll just take a moment.
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You are now subscribed to our newsletters. In case you can’t find any email from our side,
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Source : www.pib.gov.in Date : 2020-12-10

CABINET APPROVES ATMANIRBHAR BHARAT
ROJGAR YOJANA (ABRY)

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

The Union Cabinet, chaired by the Prime Minister, Shri Narendra Modi, has given its approval
for Atmanirbhar Bharat RojgarYojana (ABRY) to boost employment in formal sector and
incentivize creation of new employment opportunities during the Covid recovery phase under
Atmanirbhar Bharat Package 3.0.

Cabinet has approved an expenditure of Rs. 1,584 crore for the current financial yearand
Rs.22,810 crore for the entire Scheme period i.e. 2020-2023.

The salient features of the Scheme are as under:

 

 

 

 

 

 

vii. EPFO shall develop a software for the scheme and also develop a procedure which is
transparent and accountable at their end.

 

******
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Atmanirbhar Bharat Package 3.0.
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vii. EPFO shall develop a software for the scheme and also develop a procedure which is
transparent and accountable at their end.
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Source : www.livemint.com Date : 2020-12-11

INDIA SEEKS CHEAPER RENEWABLE POWER
CONTRACTS TO SPUR PROJECTS

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

State-run Solar Energy Corp. is discussing an option to pool electricity supply from renewable
energy projects by developers including Adani Green Energy Ltd. and offer it to utilities at a
more affordable price

India is considering plans to assist renewable energy developers as cash-strapped utilities shun
the long-term contracts needed to underwrite new wind and solar projects, according to people
familiar with the proposals.

State-run Solar Energy Corp. is discussing an option to pool electricity supply from renewable
energy projects by developers including Adani Green Energy Ltd. and offer it to utilities at a
more affordable price, according to the people, who requested anonymity to discuss private
details. That should help the firms seal pacts with utilities and enable construction to start on as
much as 15.2 gigawatts of renewable energy capacity, a sixth of current installations, and help
the government meet its climate goals.

Also read: The pandemic push to the silver economy

India’s renewable energy ministry didn’t respond to an emailed request for comment.

The country’s debt-burdened distribution utilities, which have suffered losses related to electricity
theft, have been reluctant to agree to long-term contracts, particularly with prices of solar power
expected to continue to decline. It’s a potential further drag on the roll-out of renewable projects
in India, which has stalled amid the Covid-19 pandemic.

Utility-scale solar installations in the first three quarters of 2020 declined 72% from a year
earlier, while wind installations in the same period were the lowest in more than a decade,
according to BloombergNEF. India, the world’s third-largest emitter of greenhouse gases, has
set out targets to nearly double its renewable power capacity to 175 gigawatts by 2022 and raise
it fivefold to 450 gigawatts by 2030.

“India’s shift away from fossil fuels is absolutely critical to limiting global climate change," said
Sunil Dahiya, a New Delhi-based analyst at the Centre for Research on Energy and Clean Air.
“Policies to promote clean energy and its renewable power auctions have given it geopolitical
clout, which might diminish if the projects fail to take off. The country has to be more aggressive
in making sure projects get built."

The pooling plan includes 12 gigawatts of projects awarded under India’s biggest solar auctions
last year. Adani Green won bids to build two-thirds of that capacity, with the remainder going to
Azure Power Global Ltd. The companies quoted a winning price of 2.92 rupees a kilowatt-hour
of power, above prevailing prices in other solar auctions although the tender also included bids
for solar module manufacturing plants.

About 90% of India’s electricity is sold to provincial distribution utilities through long-term
contracts that run for as long as 25 years. Some thermal power projects that failed to sign such
contracts in the past have struggled to repay their debt, leaving lenders reluctant to fund
electricity projects without buyer commitments.
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Source : www.thehindu.com Date : 2020-12-16

PUNJAB, HARYANA NEED TO LOOK BEYOND MSP
CROPS

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

The region comprising Punjab, Haryana and western Uttar Pradesh, was an early adopter of
Green Revolution technology. It was also a major beneficiary of various policies adopted to
spread modern agriculture technology in the country. The package of technology and policies
produced quick results which enabled India to move from a country facing a severe shortage of
staple food to becoming a nation close to self-sufficiency in just 15 years.

Also read: Farmers' protest | Protests continue amid stalemate over farm laws

Procurement of marketed surplus of paddy (rice) and wheat at Minimum Support Price (MSP)
completely insulated farmers against any price or market risks. And, at the same time, it ensured
a reasonably stable flow of income from these two crops. Over time, the technological
advantage of rice and wheat over other competing crops further increased as public sector
agriculture research and development allocated their best resources and scientific manpower to
these two crops. Other public and private investments in water and land and input subsidies
were the other favourable factors.

Also read: Dilli Chalo protest | Punjab farmers in no mood to relent

Thus, wheat in rabi and paddy in kharif turned out to be the best in terms of productivity, income,
price and yield risk and ease of cultivation among all the field crops (cereals, pulses, oilseeds). It
is no surprise then that the area share of rice and wheat in the total cropped area rose from 48%
in Punjab and 29% in Haryana in the early 1970s to 84% and 60%, respectively in recent years.
While wheat was being cultivated in this region since long, paddy cultivation was totally new for
most farmers in Punjab and Haryana. The progress and specialisation towards these two crops
served the great national goal of securing the food security of the country.

During the mid-1980s, some inimical trends related to the rice-wheat crop system in general and
paddy cultivation in particular surfaced followed by serious second generation problems of the
Green Revolution. Some experts foresaw the serious consequences of continuation of paddy
cultivation in the region and suggested diversification away from the rice-wheat system in the
mid-1980s.

Also read: Dilli Chalo | Punjab farmers to sustain protest momentum

Since then a large number of reports and policy documents have been prepared to develop
alternative options to reduce the area under paddy — necessitated by its adverse effect on
natural resources, the ecology, the environment, and fiscal resources. Serious concerns have
also been expressed about plateauing productivity and stagnant income from rice-wheat
cultivation. However, the area under these two crops has only increased rather than fallen. In
order to develop viable options to infuse dynamism in the agriculture economy of this Green
Revolution belt, there is a need to understand: what attracts farmers to rice-wheat crops, why it
needs to be changed, and how it can be changed.

High productivity, assured MSP which is often above open market price, free power, and
fertilizer subsidy underlie the higher income per unit area from wheat and paddy cultivation.
Land-labour ratio is also very favourable in Punjab when compared to other States; on an

https://www.thehindu.com/news/national/groundswell-of-support-for-punjab-farmers/article33264433.ece
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average a farmer owns and cultivates 2.14 hectares net sown area as against 1.42 hectares in
Haryana and 1.17 hectares at the national level.

Also read: Leaders of many groups join fast in solidarity with farmers

An estimate of income (derived from National Accounts Statistics) shows that all agriculture
activities taken together generate an annual net income of 5.31 lakh per cultivator in Punjab; it is
3.44 lakh in Haryana while the all-India average is 1.7 lakh (reference year, 2017-18). A
question often asked is that if per farmer agriculture incomes in Haryana and Punjab are two to
three times more than the national average, then why is there so much talk of farmers’ distress
in these two States?

The reasons seem to be the loss of growth momentum in the income from the agriculture sector,
which has fallen to 1% in Haryana and 0.6% in Punjab after 2011-12. This is quite low by any
standard and not keeping in pace with an increase in households’ expenditure. The prospects of
further growth in agricultural income from the crop sector dominated by rice and wheat are very
dim.

With the productivity of rice and wheat reaching a plateau, there is pressure to seek an increase
in MSP to increase income. However, demand and supply do not favour an increase in MSP in
real terms. In India, the per capita intake of rice and wheat is declining and consumers’
preference is shifting towards other foods. It may look strange that the average spending by
urban consumers is more on beverage and spices than on all cereals. On the supply side, rice
production is rising at the rate of 14% per year in Madhya Pradesh, 10% in Jharkhand and 7% in
Bihar.

Obviously, the advantage of rice production is shifting towards these States. This will further
increase pressure on the procurement and buffer stock of rice. Rice and wheat procurement in
the country has more than doubled after 2006-07 and buffer stocks have swelled to an all time
high. The country does not find an easy way to dispose of such large stocks and they are
creating stress on the fiscal resources of the government. The implication of all these changes is
that farmers in the region will find it difficult to increase their income from rice-wheat cultivation
and they must be provided alternative choices to keep their income growing.

Procurement of almost the entire market arrivals of rice and wheat at MSP for more than 50
years has affected the entrepreneurial skills of farmers to sell their produce in a competitive
market where prices are determined by demand and supply and competition. Thus, to enable
Punjab and Haryana farmers to move toward high-paying horticulture crops requires institutional
arrangements on price assurance such as contract farming.

The biggest casualty of paddy cultivation and the policy of free power for pumping out
groundwater for irrigation is this: the depletion of groundwater resources. In the last decade, the
water table has shown a decline in 84% observation wells in Punjab and 75% in Haryana. It is
feared that Punjab and Haryana will run out of groundwater after some years if the current rate
of overexploitation of water is not reversed. In the last couple of years, the burning of paddy
stubble and straw has become another serious environmental and health hazard in the whole
region.

Another rather more serious challenge for the two States is to provide attractive employment to
rural youths. As it is well known, most of the farm work in these two States is undertaken by
migrant labour. The younger generation is not willing to do manual work in agriculture and looks
for better paying salaried jobs in non-farm occupations. Government jobs are few and far less
than the number of job seekers.

https://www.thehindu.com/news/national/leaders-of-many-groups-join-fast-in-solidarity-with-farmers/article33330606.ece
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Thus, the option left is to create jobs in the private industry and the services sector. This
requires private investments in suitable areas. Punjab has witnessed a flight of private capital
from the State during the rise of militancy which hurt the State economy, employment and the
revenues of the State. This setback has pushed the rank of the State in per capita income from
number one in the 1970s and the early 1980s to number 13 among the major States of the
country. For further progress and to meet the aspirations of rural youth to get satisfactory
employment, the State needs large-scale private investments in modern industry, services, and
commerce besides agriculture.

The solution to the ecological, environmental and economic challenges facing agriculture in the
traditional Green Revolution States is not in legalising MSP but to shift from MSP crops to high
value crops and in the promotion of non-farm activities. Rather than focusing on a few
enterprises, Punjab and Haryana should look at a large number of area-specific enterprises to
avoid gluts. This will require a mechanism to cover price and market risks. Farmers’ groups and
farmer producer organisations can play a significant role in the direct marketing of their produce.

Both Punjab and Haryana need to promote economic activities with strong links with agriculture
tailored to State specificities. Some options for this are: promotion of food processing in formal
and informal sectors; a big push to post-harvest value addition and modern value chains; a
network of agro- and agri-input industries; high-tech agriculture; and a direct link of production
and producers to consumption and consumers without involving intermediaries.

The traditional Green Revolution States of Punjab and Haryana would need to shed “business
as usual” approach and embrace an innovative development strategy in agriculture and non-
agriculture to secure and improve the future of farming and rural youth.

Ramesh Chand and Jaspal Singh are with NITI Aayog, New Delhi as Member and Consultant,
respectively. The views expressed are personal
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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!

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.

The Hindu has always stood for journalism that is in the public interest. At this difficult time, it
becomes even more important that we have access to information that has a bearing on our
health and well-being, our lives, and livelihoods. As a subscriber, you are not only a beneficiary
of our work but also its enabler.

We also reiterate here the promise that our team of reporters, copy editors, fact-checkers,
designers, and photographers will deliver quality journalism that stays away from vested interest
and political propaganda.

Suresh Nambath

Please enter a valid email address.

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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Source : www.thehindu.com Date : 2020-12-16

CODE RED: UN CALLS FOR URGENT SHIFT TO
PLANET-FRIENDLY DEVELOPMENT

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

In this Dec. 16, 2009 file photo, steam and smoke is seen over the coal burning power plant in
Gelsenkirchen, Germany.   | Photo Credit: AP

Under huge pressure from COVID-19, climate change and natural destruction, warning lights for
the planet and societies are “flashing red” – and now is the time to choose a safer, fairer path for
human development, the United Nations said on Tuesday.

“We are at an unprecedented moment in the history of humankind and in the history of our
planet,” it said in a report, urging efforts by governments, business and citizens to pursue a new
kind of progress that protects the environment.

“The COVID-19 pandemic is the latest harrowing consequence of imbalances writ large,” said
the Human Development Report 2020, adding that the health catastrophe comes on top of pre-
existing crises of global warming, species loss and inequality.

The report, which for the first time used a new global index factoring in environmental indicators,
concluded that no country had yet been able to achieve a very high level of development without
putting strain on natural resources.

“Many countries have achieved a great deal of progress but they also have done so at the
expense of great damage to the planet,” said Achim Steiner, head of the United Nations
Development Programme (UNDP), which produces the report.

Over the past three decades, the Human Development Index has ranked nations each year
according to health, education and standards of living.

But this year, the new version draws on two additional elements: a country's per capita carbon
dioxide emissions and material footprint, which measures the amount of things like fossil fuels
and metal used to make the goods and services it consumes.

The results paint “a less rosy but clearer assessment of human progress”, the UNDP said.

More than 50 countries dropped out of the very high human development group as measured by
the new index, reflecting their large impacts on the climate and nature.

They include, for example, small nations such as Singapore and Luxembourg, with high levels of
trade, movement and fossil-fuel energy, as well as oil and gas-rich Gulf states.

Australia fell 72 places in the ranking of about 190 nations, while the United States lost 45
places and Canada 40. Some countries, such as Costa Rica, Moldova, Mexico, Colombia and
Panama, moved up by more than 20 places, reflecting how lighter pressure on the planet is
possible, said the UNDP.

Costa Rica, for example, has largely decarbonised its energy production and has reversed
deforestation. The position of poorer countries was largely unchanged, as they tend to have a

https://www.thehindu.com/profile/photographers/AP/
https://www.thehindu.com/topic/coronavirus/
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smaller carbon and material footprint.

Steiner said the new index — which will be refined in the coming years — was not intended as
“a judgement” but rather to show that “being rich is not the singular way in which to determine
whether you're a successful and future-ready economy”.

As the COVID-19 crisis lays bare the massive vulnerabilities and risks baked into the
foundations of human progress, especially in recent decades, the aim is to help countries make
”smarter choices for recovery” from the pandemic, he added.

“We have more capacity to do things differently and better than ever before in human history -
and that is the liberating part,” he told the Thomson Reuters Foundation, pointing to huge
advances in technology as a key example.

The report noted new estimates that by 2100 the poorest nations could experience up to 100
more days of extreme weather each year as the planet warms – but that could be cut in half if
the Paris Agreement on climate change is fully implemented.

The report explored solutions that could help heal and improve the planet and its people - from
ending subsidies for polluting oil, gas and coal, to restoring forests, mangroves and reefs, cutting
food waste and keeping soils in good condition.

“The next frontier for human development is not about choosing between people or trees – its
about recognising, today, that human progress driven by unequal, carbon-intensive growth has
run its course,” said Pedro Conceio, the director of the report.

Steiner said growing activism on climate change among young people showed their desire for a
cleaner, more equal future – and the economic and social benefits of that were becoming clearer
in terms of job creation and greater resilience.

In recovering from the COVID-19 pandemic, “the danger clearly is that we will just scramble
back to where we were before the year 2020”, he warned, urging better decision-making in
response to a “profound sense of discomfort and distress” felt by many worldwide.

Victor Galaz, deputy director of the Stockholm Resilience Centre – which advised on including
human impacts on the natural world in the report - said what may seem like a small step for U.N.
economists was in fact “a giant leap for humanity”.

The world had been late to grasp the need to develop in a planet-friendly way, he added.

But with climate change fuelling wildfires and extreme weather from the United States to
Australia, planetary heating was already affecting all countries - and wealthy governments now
understood that, he said.

Their weaker performance in the new index “sends a very strong message that you cannot
advance human development in this new context if you ignore the planetary pressures that you
are creating for others”, he told the Thomson Reuters Foundation.
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Source : www.pib.gov.in Date : 2020-12-16

INDIA POST PAYMENTS BANK LAUNCHES ITS DIGITAL
PAYMENTS’ SERVICES ‘DAKPAY’, AIMS TO
TRANSFORM BANKING EXPERIENCE AT THE LAST
MILE

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

Department of Posts (DoP) and India Post Payments Bank (IPPB) unveiled a new digital
payment app ‘DakPay’ at virtual launch event today. The App is launched as part of its ongoing
efforts to provide Digital Financial inclusion at the last mile across India.

DakPay is not just a digital payment app but a suite of digital financial and assisted banking
services provided by India Post & IPPB through the trusted Postal (‘Dak’) network across the
nation to cater to the financial needs (‘Pay’) of various sections of the society – be it sending
money to the loved ones (Domestic Money Transfers – DMT), Scan QR code and make
payment for services/merchants digitally (Virtual debit card & with UPI), enabling cashless
ecosystem through biometrics, providing interoperable banking services to the customers of
ANY BANK (AePS) and Utility Bill Payment services.

At the launch event Minister Ravi Shankar Prasad appreciated India Post Payments Bank’s
efforts during fight against Covid-19 by providing doorstep financial assistance through AePS
leading to financial empowerment of the unbanked and the underbanked.

Announcing the launch of the “DakPay”, Shri Ravi Shankar Prasad, Union Minister for
Communications, Electronics & IT and Law &Justice said, “India Post stood the test of times by
serving the nation through various postal services digitally and physically during nationwide
lockdown. Launch of DakPay adds up to the legacy of India Post which is about reaching out to
every household. This innovative service will not only give access to banking services and postal
products online, but also is a unique concept where one can order and avail postal financial
services at doorsteps. I strongly believe that this double strength of service offerings in the form
of online payments and home delivery of financial services combined with nationwide network of
Postal department will be another big leap towards Prime Minister’s vision of a financially
inclusive and an AatmaNirbhar Bharat.

On the occasion, Shri Pradipta Kumar Bisoi, Secretary (Posts) & Chairman, IPPB Board said
that, “Dak Pay brings simplified payment solutions to all by offering all customers access to the
banking and payments products and services either through an App or in assisted mode with the
help of the trusted Postman. Dak Pay is truly an Indian solution designed to address the
financial needs of every Indian”.

“The unveiling of DakPay is a landmark achievement in IPPB’s journey and will further deepen
comprehensive financial inclusion to bring forth the dawn of a ‘Truly Inclusive Financial System’.
Our motto is  - Every customer is important, every transaction is significant and every deposit is
valuable.” Said Mr. J Venkatramu, MD & CEO, India Post Payments Bank.

About India Post Payments Bank

India Post Payments Bank (IPPB) has been established under the Department of Posts, Ministry
of Communication with 100% equity owned by Government of India. IPPB was launched by the
Prime Minister Shri Narendra Modi on September 1, 2018. The bank has been set up with the
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vision to build the most accessible, affordable and trusted bank for the common man in India.
The fundamental mandate of India Post Payments Bank is to remove barriers for the unbanked
& underbanked and reach the last mile leveraging the Postal network comprising 155,000 Post
Offices (135,000 in rural areas) and 300,000 Postal employees.

IPPB’s reach and its operating model is built on the key pillars of India Stack – enabling
Paperless, Cashless and Presence-less banking in a simple and secure manner at the
customers’ doorstep, through a CBS-integrated smartphone and biometric device. Leveraging
frugal innovation and with a high focus on ease of banking for the masses, IPPB delivers simple
and affordable banking solutions through intuitive interfaces available in 13 languages.

IPPB is committed to provide a fillip to a less cash economy and contribute to the vision of
Digital India. India will prosper when every citizen will have equal opportunity to become
financially secure and empowered. Our motto stands true – Every customer is important, every
transaction is significant and every deposit is valuable.

For further information on IPPB, visit www.ippbonline.com
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Department of Posts (DoP) and India Post Payments Bank (IPPB) unveiled a new digital
payment app ‘DakPay’ at virtual launch event today. The App is launched as part of its ongoing
efforts to provide Digital Financial inclusion at the last mile across India.

DakPay is not just a digital payment app but a suite of digital financial and assisted banking
services provided by India Post & IPPB through the trusted Postal (‘Dak’) network across the
nation to cater to the financial needs (‘Pay’) of various sections of the society – be it sending
money to the loved ones (Domestic Money Transfers – DMT), Scan QR code and make
payment for services/merchants digitally (Virtual debit card & with UPI), enabling cashless
ecosystem through biometrics, providing interoperable banking services to the customers of
ANY BANK (AePS) and Utility Bill Payment services.

At the launch event Minister Ravi Shankar Prasad appreciated India Post Payments Bank’s
efforts during fight against Covid-19 by providing doorstep financial assistance through AePS
leading to financial empowerment of the unbanked and the underbanked.

Announcing the launch of the “DakPay”, Shri Ravi Shankar Prasad, Union Minister for
Communications, Electronics & IT and Law &Justice said, “India Post stood the test of times by
serving the nation through various postal services digitally and physically during nationwide
lockdown. Launch of DakPay adds up to the legacy of India Post which is about reaching out to
every household. This innovative service will not only give access to banking services and postal
products online, but also is a unique concept where one can order and avail postal financial
services at doorsteps. I strongly believe that this double strength of service offerings in the form
of online payments and home delivery of financial services combined with nationwide network of
Postal department will be another big leap towards Prime Minister’s vision of a financially
inclusive and an AatmaNirbhar Bharat.

On the occasion, Shri Pradipta Kumar Bisoi, Secretary (Posts) & Chairman, IPPB Board said
that, “Dak Pay brings simplified payment solutions to all by offering all customers access to the
banking and payments products and services either through an App or in assisted mode with the
help of the trusted Postman. Dak Pay is truly an Indian solution designed to address the
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financial needs of every Indian”.

“The unveiling of DakPay is a landmark achievement in IPPB’s journey and will further deepen
comprehensive financial inclusion to bring forth the dawn of a ‘Truly Inclusive Financial System’.
Our motto is  - Every customer is important, every transaction is significant and every deposit is
valuable.” Said Mr. J Venkatramu, MD & CEO, India Post Payments Bank.

About India Post Payments Bank

India Post Payments Bank (IPPB) has been established under the Department of Posts, Ministry
of Communication with 100% equity owned by Government of India. IPPB was launched by the
Prime Minister Shri Narendra Modi on September 1, 2018. The bank has been set up with the
vision to build the most accessible, affordable and trusted bank for the common man in India.
The fundamental mandate of India Post Payments Bank is to remove barriers for the unbanked
& underbanked and reach the last mile leveraging the Postal network comprising 155,000 Post
Offices (135,000 in rural areas) and 300,000 Postal employees.

IPPB’s reach and its operating model is built on the key pillars of India Stack – enabling
Paperless, Cashless and Presence-less banking in a simple and secure manner at the
customers’ doorstep, through a CBS-integrated smartphone and biometric device. Leveraging
frugal innovation and with a high focus on ease of banking for the masses, IPPB delivers simple
and affordable banking solutions through intuitive interfaces available in 13 languages.

IPPB is committed to provide a fillip to a less cash economy and contribute to the vision of
Digital India. India will prosper when every citizen will have equal opportunity to become
financially secure and empowered. Our motto stands true – Every customer is important, every
transaction is significant and every deposit is valuable.

For further information on IPPB, visit www.ippbonline.com
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Source : www.thehindu.com Date : 2020-12-16

GUJARAT TO GET MEGA RENEWABLE ENERGY PARK
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

Prime Minister Narendra Modi on Tuesday will lay the foundation stone for what is billed to be
the world’s largest hybrid renewable energy park in Gujarat’s Kutch district.

The park, once completed, will generate 30,000 MW power through solar panels and windmills
on 72,600 hectares along the India-Pakistan border.

The energy park is being set up by the Gujarat government with the participation of private
players such as the Adani Group, which is the country’s largest renewable power generator, and
Suzlon, a dominant player in wind energy.

It will have dedicated zones for wind and solar energy storage as well as an exclusive zone for
wind park activities.

During his day-long visit to his home State, the Prime Minister will also lay the foundation for a
desalination plant and a fully automated milk processing and packing plant in Kutch dairy.

To meet the growing demand for water, Gujarat has turned to harnessing its vast coastline,
taking steps to transform seawater to potable drinking water with the upcoming desalination
plant at Mandvi, Kutch. The plant, with a capacity of 10 crore litres a day (100 MLD) will
strengthen water security in Gujarat by complementing the Narmada Grid, the Sauni network
and treated waste water infrastructure.

This will be one of the five desalination plant the State government has planned to set up along
the coastal regions in Kutch and Saurashtra region, both facing water shortage during deficit
monsoons. Other upcoming desalination plants are—Dahej (100 MLD), Dwarka (70 MLD),
Ghogha Bhavnagar (70 MLD), and Gir Somnath (30 MLD). Nearly 8 lakh people across the
regions of Mundra, Lakhpat, Abdasa and Nakhatrana talukas will receive desalinated water from
this plant.
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Source : www.livemint.com Date : 2020-12-16

WHY RBI NEEDS TO LOOK BEYOND INFLATION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Inflation & Monetary Policy

MUMBAI : Through covid-19, the Reserve Bank of India (RBI) and the Monetary Policy
Committee (MPC) have had to undertake a series of extraordinary steps. These include deep
policy interest rate cuts, strong banking liquidity infusion, intense bond and currency market
operations, besides measures to preserve financial stability.

This journey is far from over, and 2021 could also keep the RBI and MPC very busy. This then is
a good time to reflect on the inflation-targeting framework under which the RBI and MPC operate
and contrast it with the actual framework on the ground during the pandemic.

Our legally-enshrined monetary policy framework requires the MPC to set the policy repo rate,
so as to target CPI inflation at 4%. While it tolerates inflation between 2% and 6%, there is no
mention of growth, external balance or any other secondary objective for monetary policy in the
RBI Act.

This framework is questionable at several levels. First, in a country like India, the relationship
between interest rates and inflation is complex. Under certain conditions, higher interest rates
would indeed curb growth in money supply and inflation. However, under conditions such as
those prevalent now, higher interest rates may perversely cause money supply (and the risk of
monetary inflation) to actually rise.

The core premise that interest rates can control India’s inflation uniformly–even monetary
inflation–is neither empirically proven, nor conceptually sound.

Second, interest rates can disproportionately influence macroeconomic variables well beyond
inflation, such as foreign currency flows and the external balance, financial stability and asset
prices, and arguably, investments and job creation. The framework provides no room to even
acknowledge these, let alone provide any guidance around policy trade-offs.

Third, there are several interest rates in our economy, and the policy repo rate alone is
insufficient to influence them all appropriately. The RBI retains other critical tools such as
banking liquidity and market operations. Beyond these, government fiscal policies and external
flows can also greatly impact different interest rates.

In short, outcomes such as inflation, external stability, investments and job creation etc respond
in a complex intertwined manner to fiscal policies, changes in policy interest rates, banking
liquidity, RBI open market operations in fixed income and currency markets and so on.

Instead, our framework is simplistic, and boils down this immense complexity to one where the
policy rate lever alone is to be pulled to target retail inflation. Sadly, economics and markets
follow their own laws, and are not bound by acts of Parliament.

The authors of this framework were likely well aware of all this. They still persisted with it,
perhaps driven by a somewhat justifiable lack of trust in government. For, any complexity might
allow the government of the day to strongly influence monetary policy in support of stimulus and
fiscal spending. Second, they likely reckoned that a simple rule-bound framework with the carrot
and stick of interest rates can goad the government to pursue appropriate fiscal policies.

Nevertheless, there are severe shortcomings in this MPC framework. For one, if the MPC and
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RBI were to literally follow the law today, they might be busy tightening and raising policy
interest rates now. After all inflation has averaged 6.75% over the last 12 months, well in excess
of the upper limit of tolerance of 6%.

The MPC and RBI have instead followed a pragmatic approach, while keeping up the
appearance of being true to their legal mandate. It helps that not even ardent advocates of the
current framework would argue for a purist approach at this juncture.

Astute pragmatism will be needed the next year as well, under difficult conditions. Even as our
weak economy is limping back to normal, India is one of the few countries in the world grappling
with sticky and high inflation. In addition, our fiscal balance remains strained, even as calls on
the government to invest more into productive investments persist. Through all this, given global
easy money conditions, capital flows continue to pour in, increasing our currency reserves and
sustaining our equity markets at their all-time highs.

While the MPC and RBI outwardly continue their inflation-targeting chants as required by law,
we will finally need the right mix of policy rates, banking liquidity, RBI operations in bond and
currency markets, capital flow measures, fiscal policies, and macroprudential regulations. The
International Monetary Fund’s Gita Gopinath had earlier made a similar case for an integrated
policy framework.

Clearly, the current context of an opaque behind-the-scenes integrated framework underneath
professed inflation targeting is neither sustainable nor desirable. Eventually, we will need to
debate and formally adopt a more realistic integrated policy framework.

The big debate

Can interest rates control even monetary inflation in India? Let us go beyond the perennial and
valid argument that given food comprises 48% of the consumption basket, the ability of interest
rates to control CPI inflation in India is suspect. Consider the efficacy of interest rates in
controlling even pure monetary inflation, the kind caused by too much money chasing too few
goods.

We define money as the sum of currency in circulation and deposits in banks, or ‘M3’ in
economic parlance. M3 is created principally through three routes–when banks lend; when
government deficits are financed by banks and the RBI; and with net foreign currency inflows.

If high inflation coincides with strong growth in bank credit funding consumption, then other
things being equal, raising interest rates will raise the cost of money, bring down growth in credit
and money supply, and hence slow down consumption and inflation. The current monetary
policy framework would then indeed be useful to curb inflation.

What if the credit growth were funding productive investments, rather than consumption?
Investments should eventually improve supply and ease inflation. Still, a purist might well argue
that credit growth is creating fresh money at a time of high inflation, and hence interest rates
would still need to be raised.

But what if credit growth is tepid, while inflation is high? Consider the current context. Despite
the contraction in the economy, M3 is growing at 12.5% per annum. At just 5.8% per annum,
credit growth is clearly not the principal cause of this M3 growth. Instead, government fiscal
deficits and net foreign currency inflows are.

At a time when tax revenues have contracted sharply, banks and the RBI have lent our
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governments over 9 trillion this fiscal year, leading to M3 growth. Likewise, over 6.5 trillion of
money has accrued from foreign currency inflows.

If ‘too much money’ was behind the current high inflation, would raising short-term interest rates
help?

Credit growth is already subdued, and would not be impacted by higher rates. The government
is unlikely to curb its fiscal deficit in response to higher interest rates. Instead, given global
interest rates are at historic lows, raising our interest rates would bring in more ‘carry trades’ of
foreign currency inflows chasing higher yields. This would further increase money supply, and,
hence, perversely raise the risk of monetary inflation. This underlines a big lacuna in our current
monetary policy framework. It ignores the impact of interest rates on our foreign currency flows
and external balance. Nor is the current situation an aberration.

For instance, during 2017-18, we saw $60 billion of ‘carry-seeking’ opportunistic foreign currency
flows, attracted by the relatively high interest rates under our inflation-targeting mandate.
Paradoxically, these fickle inflows added to our deposits and money supply, and hence added to
the risk of monetary inflation.

In fact, then as now, domestic credit growth was already muted, and not really adding to money
creation. In addition, these reversible flows kept the rupee relatively strong at a time when our
current account deficit was a high $49 billion. Besides disadvantaging domestic industry, this
also built up our external vulnerability. True enough, the next fiscal year saw much of these
fickle flows reverse out, causing intense volatility in our currency markets.

A blinkered adherence to our inflation-targeting mandate can be far more dangerous than we
realize.

An integrated framework

Unlike much of the world, India is grappling with high headline and core inflation, despite a
contraction in our income. Lower food prices and higher output should hopefully bring down
headline inflation, even as rising money supply and a resilient rural sector hopefully revive
economic activity.

But there are risks. During 2010-13, the rise in money supply and consumption was not matched
by increased domestic output. Inflation, higher imports and external imbalance then followed.
Our trends in domestic output and the success of Atmanirbhar Bharat will therefore be critical,
even as non-oil imports recover to pre-covid-19 levels.

While recent recovery is gratifying, our economy is battle scarred, weak, and needs delicate
handling. Our central and state governments will have little choice but to continue with large
fiscal deficits. Including off-balance sheet expenditures and delayed payments, the combined
fiscal deficit this year could well exceed 14% of GDP. Yet, our governments may need to spend
even more, and channel funds into productive investments into infrastructure, healthcare,
education and nutrition. In the midst of all this, we have seen strong foreign currency inflows,
particularly into our equity markets.

Here’s an integrated policy mix that might help navigate these trying circumstances.

First, notwithstanding inflation, short-term rates should continue to stay low, as long as net
foreign currency flows continue to pour in, and our credit offtake remains subdued. Withdrawing
banking liquidity and raising short-term rates would not impact our depressed credit growth.
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Instead, it could risk attracting fickle carry-seeking currency inflows, and push up money supply
even further.

However, whenever credit growth recovers, if inflation still persists, the RBI will have to withdraw
the punch bowl of banking liquidity rapidly, using the ample tools in its arsenal.

Second, longer-end interest rates have been repressed by RBI’s interventions in government
bond markets. In addition, banks have been encouraged to buy government bonds with surplus
banking liquidity and favourable macroprudential rules. Besides increasing money supply, all this
has short-changed our savers with interest income well below inflation.

One way around this would be for the government to directly borrow from savers through a
special Corona Bond, rather than from banks and the RBI. This would recycle existing money
supply rather than adding to it, provide adequate return for long-term savers, reduce the risk of
asset bubbles, and allow the government to channel funds into productive investments. Such
Corona bonds can be repaid via eventual disinvestments.

Finally, RBI’s strategy of accumulating foreign currency reserves and preventing excessive
rupee appreciation is sensible. This year’s current account surplus is temporary, and there is
little evidence yet of carry-seeking flows chasing our interest rates. Inflation suggests that
domestic production could still be a challenge. If so, excessive rupee appreciation could hurt
domestic industry. The 36-country trade weighted real effective exchange rate (REER) shows
that the rupee still remains overvalued by over 16%.

Given the uneven recovery, inflation, and stresses in the economy, strong currency reserves
serve as an insurance buffer. In the single year FY08 alone, RBI had purchased $93 billion.
Over the next six years to FY14, RBI had to sell it all back and more. High currency gives us
space and time to repair our economy and bring back jobs and productivity.

In conclusion

Financial economics is complicated. Our current flexible inflation targeting framework attempts
to keep it simple, and ends up being acutely simplistic.

At best, it might have served as a rule-based carrot and stick that would goad the government to
pursue prudent policies. Through the pandemic, however, as the inadequacies became obvious,
we have moved to paying lip-service to inflation targeting, while pursuing a de facto and fairly
opaque integrated policy framework.

Over time, the current status quo is neither sustainable nor desirable.We may eventually have to
debate and formalize a new realistic integrated policy framework to replace inflation targeting.

Ananth Narayan is associate professor, SPJIMR
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Source : www.livemint.com Date : 2020-12-17

RBI RELAXES ELIGIBILITY NORMS FOR ITS
REGULATORY SANDBOX INITIATIVE

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

The Reserve Bank of India on Wednesday relaxed eligibility norms for applicants under its
regulatory sandbox (RS) initiative and announced “cross-border payments” as the theme of the
second cohort under this scheme

The Reserve Bank of India on Wednesday relaxed eligibility norms for applicants under its
regulatory sandbox (RS) initiative and announced “cross-border payments" as the theme of the
second cohort under this scheme.

A regulatory sandbox usually refers to a system of live-testing new products or services in a
controlled environment, for which regulators may or may not permit relaxations for the limited
purpose of the testing.

To encourage innovation and broad-base eligibility criteria, RBI said it has modified the enabling
framework, reducing the net worth requirement to 10 lakh from 25 lakh earlier. That apart,
partnership firms and limited liability partnerships have been allowed to participate in the
regulatory sandbox.

“Entities meeting the eligibility criteria and having product technologically ready for testing in the
RS and or deployment in the broader market, as per the theme of the cohort, may apply," RBI
said, adding that the window for submission of applications shall be open from 21 December to
15 February 2021.

RBI said that India is the largest recipient of inbound remittances across the globe, accounting
for 15% of global share. In 2019, India received $83 billion and in the first half of 2020, $27.4
billion.

“Further, the daily average turnover of over-the-counter (OTC) foreign exchange instruments in
India is approximately $40 billion. The cohort is expected to spur innovations capable of
recasting the cross-border payments landscape by leveraging new technologies to meet the
needs of a low-cost, secure, convenient and transparent system in a faster manner," it said.

It has decided that MSME lending will be the theme for the third cohort.

In November, RBI said it received applications from 32 entities for the first cohort, of which six
were selected for the test phase. Two entities started testing their products on 16 November and
the remaining were expected to start the test phase shortly, it had said.
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Source : www.thehindu.com Date : 2020-12-19

MSP — THE FACTOIDS VERSUS THE FACTS
Relevant for: Indian Economy | Topic: Issues related to direct & indirect Farm Subsidies and MSP

According to one definition, a factoid is “an item of unreliable information that is reported and
repeated so often that it becomes accepted as fact”. After the passage of the three controversial
farm laws, the Minimum Support Price (MSP) — not mentioned in the laws — has gained a lot of
attention. The predominance of factoids about MSP and procurement has meant that the debate
has yielded more chaff than grain.

The MSP is meant to set a floor below which prices do not fall, and is announced by the
government for 23 commodities. It is the price at which the government ‘promises’ to buy from
farmers if market prices fall below it. In fact, however, government procurement is heavily
concentrated on wheat and rice, with other crops barely being procured.

Also read: PM ‘attacked’ farmers, told ‘lies’ about MSP, say farm groups

Over the years, factoids about the MSP and government procurement have gained so much
traction that the retired gentleman in the local park cites them as facts. These pertain to how
many have benefited from the MSP and who has benefited from it. According to these popular
beliefs, few (6%) farmers benefit, only large farmers benefit, and only farmers of Punjab and
Haryana (to some extent, western Uttar Pradesh) benefit.

In a forthcoming paper, we use data on State-wise procurement from the Food Corporation of
India (FCI) and agricultural household data for 2012-13 from the National Sample Survey (NSS),
after which these data are not available, to set the record straight on these three factoids.

One, the 6% figure from the NSS data 2012-13 relates to paddy and wheat alone. Even here,
however, among those who sold any paddy/wheat, the numbers are higher — 14% and 16%.

Two, the Government of India has made a systematic effort to expand the reach of MSP to more
States, via the Decentralized Procurement (DCP) Scheme. Introduced in 1997-98, it was not
very popular in the initial years and began to be adopted by States in earnest only around 2005.
Under the DCP scheme, the responsibility of procurement devolved to the State governments
which were reimbursed pre-approved costs. FCI data suggest that by July 2015, as many as 15
States had taken up this programme, though not all were implementing it with equal enthusiasm.
Largely on account of it, procurement began moving out of ‘traditional’ States (such as Punjab,
Haryana, western Uttar Pradesh). Until 2000, barely 10% of wheat and rice was procured
outside the traditional States. By 2012-13, the share of the DCP States rose to 25-35%.

In the case of paddy, Chhattisgarh and Odisha have been the star performers. These States
today contribute about 10% each to the total paddy procurement in the country. For wheat,
decentralised procurement has taken off in Madhya Pradesh in a big way, accounting for
approximately 20% of wheat procurement. In 2020-21, wheat procurement from Madhya
Pradesh surpassed that from even Punjab. Among agricultural households which sell paddy
under the procurement system, while 9% and 7% come from Punjab and Haryana, 11% are in
Odisha and 33% are in Chhattisgarh. An overwhelming majority of agricultural households
selling wheat to the procurement agencies come from Madhya Pradesh (33%) compared to 22%
from Punjab and 18% from Haryana. That only Punjab and Haryana farmers have benefited
from the MSP is now truly a thing of the past.

Three, as per the factoid, only large farmers have benefited. In fact, procurement has benefited
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the small and marginal farmers in much bigger numbers than medium and large farmers. At the
all-India level, among those who sold paddy to the government, 1% were large farmers, owning
over 10 hectares of land. Small and marginal farmers, with less than 2 hectares accounted for
70%. The rest (29%) were medium farmers (2-10 hectares).

In the case of wheat, 3% of all wheat-selling farmers were large farmers. More than half (56%)
were small and marginal farmers.

In Punjab and Haryana, the share of small and marginal farmers is not insignificant (38% and
58%, respectively, among paddy sellers). In the non-traditional States that adopted the DCP
scheme, the overwhelming majority of farmers who sell to State procurement agencies are small
and marginal. In Chhattisgarh and Odisha, for example, small and marginal farmers comprise
70-80% of all sellers to government agencies. Similarly, in Madhya Pradesh, nearly half (45%) of
those who sell wheat to government agencies are small or marginal farmers.

To recap, the facts are as follows: one, the proportion of farmers who benefit from (even flawed)
government procurement policies is not insignificant. Two, the geography of procurement has
changed in the past 15 years. It is less concentrated in traditional States such as Punjab,
Haryana and western Uttar Pradesh, as DCP States such as Chhattisgarh, Madhya Pradesh
and Odisha have started participating more vigorously. Three, perhaps most importantly — it is
predominantly the small and marginal farmers who have benefited from the MSP and
procurement, even if the size of the benefits may be larger for larger farmers. This is true not just
in the DCP States, but also in the traditional States.

Getting the facts right is an important first step in resolving the issues facing the agricultural
sector and farmers’ issues. We have picked three factoids of many as an illustration of how little
we know about how the MSP works. The range of claims made regarding, for example, the
consequences of the MSP on diversification need to be examined as well. Among Punjabis who
cultivated any crop, 21-37% did not grow paddy and wheat. Among all agricultural households
including those which did not cultivate a crop (indicating more diversified sources of agricultural
income), a larger proportion (58 and 48%, respectively) stayed away from paddy and wheat,
suggesting that procurement in Punjab may not have prevented diversification to the extent we
imagine.

Similarly, confusion reigns about other areas of interest from the point of view of the new farm
laws. It is widely believed that for the first time, the new laws allow farmers to sell outside the
Agricultural Produce Market Committee (APMC). Even for commodities for which MSP is
announced, the proportion of sales via the mandi range is only between 10-64%; the demand for
the MSP originates because the prices paid outside the mandi tend to be much lower.
Countrywide, sales to mandi or government procurement agencies fetched on average 13.3%
higher prices for paddy and 5.8% for wheat.

We are not unsympathetic to those who question the heavy concentration of wheat and rice in
government procurement (millets are better suited to agro-climatic conditions prevailing in large
parts of the country, more nutritious and also grown by small and marginal farmers), to the flaws
in the current mandi system, or how the MSP is implemented. Yet, the debate — popular,
academic or political — on these issues must take into account the changed geography of
procurement and the profile of the seller.

Prankur Gupta is at the University of Texas, Austin; Reetika Khera is at the Indian Institute of
Technology Delhi, and Sudha Narayanan is at the International Food Policy Research Institute
(IFPRI), Delhi
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Source : www.pib.gov.in Date : 2020-12-19

INDIAN RAILWAYS ISSUES DRAFT NATIONAL RAIL
PLAN

Relevant for: Indian Economy | Topic: Infrastructure: Railways

In an endeavour to address the inadequacies of capacity constraints and improve its modal
share in total freight eco system of the country, Indian Railways has come up with Draft National
Rail Plan. 

A long term strategic plan called the National Rail Plan has been developed to plan
infrastructural capacity enhancement along with strategies to increase modal share of the
Railways. The National Rail Plan will be a common platform for all future infrastructural,
business and financial planning of the Railways. This plan is being circulated among various
Ministries for their views now. Railways aim to finalise the Final plan by January 2021.

The objective of the Plan is:

•        To create capacity ahead of demand by 2030, which in turn would cater to growth in
demand right up to 2050 and also increase the modal share of Railways from 27% currently to
45% in freight by 2030 as part of a national commitment to reduce Carbon emission and to
continue to sustain it. Net Zero Carbon emission by 2030.

•        To assess the actual demand in freight and passenger sectors, a yearlong survey
was conducted over hundred representative locations by survey teams spread all over the
country.

•        Forecast growth of traffic in both freight and passenger year on year up to 2030 and
on a decadal basis up to 2050.

•        Formulate strategies based on both operational capacities and commercial policy
initiatives to increase modal share of the Railways in freight to 45% by 2030.

•        Reduce transit time of freight substantially by increasing average speed of freight
trains from present 22Kmph to 50Kmph.

•        Reduce overall cost of Rail transportation by nearly 30% and pass on the benefits to
the customers.

•        Map the growth in demand on the Indian Railway route map and simulate the
capacity behaviour of the network in future.

•        Based on above simulation identify infrastructural bottlenecks that would arise in
future with growth in demand.

•        Select projects along with appropriate technology in both track work, signalling  and
rolling stock to mitigate these bottlenecks well in advance.

As part of the National Rail Plan, Vision 2024 has been launched for accelerated implementation
of certain critical projects by 2024 such as 100% electrification, multitracking of congested
routes, upgradation of speed to 160 kmph on Delhi-Howrah and Delhi-Mumbai routes,
upgradation of speed to 130kmph on all other Golden Quadrilateral-Golden Diagonal (GQ/GD)
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routes and elimination of all Level Crossings on all GQ/GD route.

 

•        Future projects for implementation beyond 2024 in both track and signalling have
been identified with clear cut timelines for implementation.

•        Three Dedicated Freight Corridors, namely East Coast, East-West & North-South
identified along with timelines. PETS survey already underway.

•        Several new High Speed Rail Corridors have also been identified. Survey on Delhi-
Varanasi High Speed Rail already under way.

•        Assess rolling stock requirement for passenger traffic as well as wagon requirement
for freight.

•        Assess Locomotive requirement to meet twin objectives of 100% electrification
(Green Energy) by December 2023 and also the increasing traffic right up to 2030 and
beyond up to 2050.

•        Assess the total investment in capital that would be required along with a periodical
break up.

•        Identify new streams of finance and models for financing including those based on
PPP.

•        For successful implementation of the National Rail Plan ,the Railways will be looking
to engage with Private Sector, PSUs,State Governments and Original Equipment
Manufacturers(OEM)/Industries.

•        Sustained involvement of the Private Sector in areas like operations and ownership
of rolling stock, development of freight and passenger terminals, development/operations
of track infrastructure etc.

In effect the National Rail Plan envisages an initial surge in capital investment right up to 2030 to
create capacity ahead of demand and increase the modal share of the Railways in freight by
45%.

Post 2030 , the revenue surplus generated would be adequate to finance future capital
investment and also take the burden of debt service ratio of the capital already invested.
Exchequer funding of Rail projects would not be required.

 

*****

DJN/MKV     

In an endeavour to address the inadequacies of capacity constraints and improve its modal
share in total freight eco system of the country, Indian Railways has come up with Draft National
Rail Plan. 

A long term strategic plan called the National Rail Plan has been developed to plan



Page 102

cr
ac

kIA
S.co

m

infrastructural capacity enhancement along with strategies to increase modal share of the
Railways. The National Rail Plan will be a common platform for all future infrastructural,
business and financial planning of the Railways. This plan is being circulated among various
Ministries for their views now. Railways aim to finalise the Final plan by January 2021.

The objective of the Plan is:

•        To create capacity ahead of demand by 2030, which in turn would cater to growth in
demand right up to 2050 and also increase the modal share of Railways from 27% currently to
45% in freight by 2030 as part of a national commitment to reduce Carbon emission and to
continue to sustain it. Net Zero Carbon emission by 2030.

•        To assess the actual demand in freight and passenger sectors, a yearlong survey
was conducted over hundred representative locations by survey teams spread all over the
country.

•        Forecast growth of traffic in both freight and passenger year on year up to 2030 and
on a decadal basis up to 2050.

•        Formulate strategies based on both operational capacities and commercial policy
initiatives to increase modal share of the Railways in freight to 45% by 2030.

•        Reduce transit time of freight substantially by increasing average speed of freight
trains from present 22Kmph to 50Kmph.

•        Reduce overall cost of Rail transportation by nearly 30% and pass on the benefits to
the customers.

•        Map the growth in demand on the Indian Railway route map and simulate the
capacity behaviour of the network in future.

•        Based on above simulation identify infrastructural bottlenecks that would arise in
future with growth in demand.

•        Select projects along with appropriate technology in both track work, signalling  and
rolling stock to mitigate these bottlenecks well in advance.

As part of the National Rail Plan, Vision 2024 has been launched for accelerated implementation
of certain critical projects by 2024 such as 100% electrification, multitracking of congested
routes, upgradation of speed to 160 kmph on Delhi-Howrah and Delhi-Mumbai routes,
upgradation of speed to 130kmph on all other Golden Quadrilateral-Golden Diagonal (GQ/GD)
routes and elimination of all Level Crossings on all GQ/GD route.

 

•        Future projects for implementation beyond 2024 in both track and signalling have
been identified with clear cut timelines for implementation.

•        Three Dedicated Freight Corridors, namely East Coast, East-West & North-South
identified along with timelines. PETS survey already underway.

•        Several new High Speed Rail Corridors have also been identified. Survey on Delhi-
Varanasi High Speed Rail already under way.
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•        Assess rolling stock requirement for passenger traffic as well as wagon requirement
for freight.

•        Assess Locomotive requirement to meet twin objectives of 100% electrification
(Green Energy) by December 2023 and also the increasing traffic right up to 2030 and
beyond up to 2050.

•        Assess the total investment in capital that would be required along with a periodical
break up.

•        Identify new streams of finance and models for financing including those based on
PPP.

•        For successful implementation of the National Rail Plan ,the Railways will be looking
to engage with Private Sector, PSUs,State Governments and Original Equipment
Manufacturers(OEM)/Industries.

•        Sustained involvement of the Private Sector in areas like operations and ownership
of rolling stock, development of freight and passenger terminals, development/operations
of track infrastructure etc.

In effect the National Rail Plan envisages an initial surge in capital investment right up to 2030 to
create capacity ahead of demand and increase the modal share of the Railways in freight by
45%.

Post 2030 , the revenue surplus generated would be adequate to finance future capital
investment and also take the burden of debt service ratio of the capital already invested.
Exchequer funding of Rail projects would not be required.

 

*****

DJN/MKV     
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Source : www.thehindu.com Date : 2020-12-20

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

On December 2, Karnataka Chief Minister B.S. Yediyurappa laid the foundation stone for a 11.5
MW waste-to-energy plant near Bidadi. This plant is expected to process 600 tonnes per day of
inorganic waste. Bengaluru generates close to 5,000 tonnes of waste daily, of which about 2,500
tonnes is organic, about 1,000 tonnes inert material (sweeping waste) and 1,500 tonnes
inorganic. This inorganic material, which consists of bad quality plastics and used cloth pieces,
can be processed as Refuse Derived Fuel (RDF). This material has a calorific value of more
than 2,500 kJ/kg, and can be used to generate steam energy, which can be converted into
electric energy instead of burning coal and other materials used in traditional waste-to-energy
plants.

The waste-to-energy plants usually accept the RDF material generated in organic composting
plants. They also segregate the wet and inorganic material near the plant, convert organic waste
to compost, and inorganic waste to energy. Typically, about 50 tonnes of RDF generate 1 MW of
power, which indicates that the plant at Bidadi has been appropriately designed. Eight organic
waste processing plants are operational within the city in Kannahalli, Seegehalli, Chikka
Nagamangala, Doddabidarakallu, KCDC, MSGP, Lingadeeranahalli and Subbarayanapalya, and
they receive more than 2,000 tonnes of waste collected by households, commercial
establishments and markets. Although about 30%-40% of the material received is segregated
organic waste and the remainder is mixed waste, the latter consists of about 40% inorganic
waste which can be converted into RDF.

Handling inorganic waste that is not fit for recycling has always been a challenge. At present,
these high-calorific materials are landfilled or left unhandled in waste plants and cause fire
accidents. Attempts to send this material to cement kilns have not fructified. The proposed plant
can source 600 tonnes per day of this RDF and generate 11.5 MW of power equivalent to 2.4
lakh units of power per day. This will reduce the city’s dependency on unscientific landfills,
reduce fire accidents, and provide a permanent solution to recover value from inorganic waste.
However, there are some challenges.

Over the last decade, several Indian cities have been trying to set up such plants but a good
demonstration model is yet to be established. Technology suppliers are international
organisations who struggle with the change in quality and nature of waste generated in Indian
cities. A few plants in India have stopped operations for this reason. The quality of waste
generated in Bengaluru itself could be a hurdle. The plants require fine inorganic material with
less than 5% moisture and less than 5% silt and soil contents, whereas the moisture and inert
content in the mixed waste generated in the city is more than 15%-20%. Since segregation at
source doesn’t happen in the city, the collected waste material needs to be sieved using 80mm-
100 mm sieving machines, which lets through organic material with more than 80mm-100 mm
particle sizes into the inorganic waste. In addition, the sticky silt and soil particles can also
reduce the calorific value. The other big challenge for this plant is the power tariff. Generally, the
tariff at which the power is purchased by such plants across the country is around 7-8 KwH
which is higher than the 3-4 per KwH generated through coal and other means. This could be a
serious challenge to KPTCL as the selling price of power cannot be increased corresponding to
the purchasing price.

If the plant eases the challenge of handling inorganic waste, the efficiency of organic waste
processing/ composting plants would become better. If it is successful, the city would require
three more waste-to-energy plants of similar size or six plants of smaller size considering the
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potential to recover 2,500-3,000 tonnes per day RDF in the coming years.

Pushkara S.V. is a practitioner at the Indian Institute for Human Settlements, Bengaluru
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Source : www.indianexpress.com Date : 2020-12-21

DHANMAJIRI SATHE WRITES: CURRENT AGITATION IS
A REFLECTION OF LACK OF LARGE-SCALE
INDUSTRIALISATION IN PUNJAB

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

The agitation of farmers, mainly from Punjab, has raised issues pertaining to development
economics as we have understood it since the early Fifties. Development theory illuminates how
a backward-agricultural economy can become an industrialised (including services) one. It also
says that before an economy is on the path to industrial revolution, it should have an agricultural
revolution — the output and productivity in agriculture increases by such an amount that labour
is freed to work in industry and the industrial labour can be fed by agriculture’s surplus output.

In Punjab, an agricultural revolution (the Green Revolution) has clearly occurred — there is huge
surplus output. If Punjab had been an independent country, once it had experienced an
agricultural revolution, a sensible policy would have encouraged domestic industrialisation,
possibly by restricting imports in the initial stages, and surplus labour from agriculture would
have shifted to industry. But Punjab is part of a bigger country. So, it has got the advantage of
having easy access to the Indian agricultural market. Punjab has been selling wheat and rice at
Minimum Support Price (MSP) to the Food Corporation of India. The MSP and the APMCs, as
they have developed in Punjab, have made the farmers much better off than most of their
counterparts in the rest of India. The MSP and the well-functioning APMCs were a part of a
deliberate strategy of the central government to have first, food sufficiency and, then, food
surplus, so that a situation like that in the mid-1960s does not reoccur. This situation was
achieved some time back at a macro-level — though this does not mean that Indians are not
under-nourished.

Increasing agricultural incomes expectedly led to an increase in demand for industrial products
like tractors, cars, washing machines. These products are produced in states (Tamil Nadu,
Maharashtra and Karnataka) which developed as industrial hubs. In short, Punjab has had an
agricultural revolution, but it has not moved on to an industrial revolution as it has easy access
to products produced in rest of India.

Within an economy, one expects some geographical specialisation depending on natural
resources and land fertility. Obviously, mines would have to be in Jharkhand. For that reason,
Punjab was selected for the Green Revolution. One cannot really expect all states to be efficient
in production of all goods. But Punjab then becomes an intriguing case. The question then is:
What should be the unit for “development”?

The second thing that happens due to an agricultural revolution is that labour released from
farms can be shifted to industry. But hardly any industrialisation has occurred in Punjab. Punjab
remains an “agricultural” state and, unfortunately, is proud about it. The current agitation, in a
very fundamental sense, is a reflection of the lack of industrialisation. In Bihar, too, hardly any
industrialisation has occurred and so the landless, marginal and small farmers migrate to other
states. But in Punjab, this class of people is not as poor as the Bihari farmer who migrates, but
they are not as rich as the big farmer in Punjab.

However, there is nothing in the Punjab economy that should stop it from moving on to an
industrial revolution. But policy in Punjab has been stagnant. As long as farmers could get a
reasonable MSP and the people were fairly well off, state governments over the years did not
seem to be under pressure to do anything else.
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Hopefully, the current crisis will be sorted out in a satisfactory manner. But the basic fault line
will remain. The urban population in Punjab is around 40 per cent. This needs to increase by
way of more industrialisation.

The current agitations should be a wake-up call for Punjab’s policy makers. From a food-scarce
economy, the Indian economy has shifted to surplus-in-some crops economy. Consequently, no
government can continue with an open-ended MSP for almost all farm output (wheat here). In
fact, this was one of the points debated between Sharad Joshi and V M Dandekar way back in
the 1980s.

Some big farmers have become like the permanent government employees and are trying to
protect their incomes — that is their right. What is not clear is why the BJP felt the need to pass
these laws so urgently. One would have expected any government to make unpopular changes
very quietly, without announcing them, as is usually done in India.

Nevertheless, the government will have to buy some foodgrain at MSP to keep its buffer stocks,
and for supplying through the PDS. So, a middle path needs to be found for the surplus farmers
and for the government — in Punjab and other states with a similar agrarian profile. Additionally,
as all governments in the developed world do, the government will have to interfere, give
subsidies when needed but the private sector will also have to expand.

Further, generally speaking, incomes from industry are higher than from agriculture. If more
industry is set up in Punjab, incomes will be higher. The small and marginal farmers would be
the first ones to shift to work in industry if the opportunity arises in the state. The big farmers
could diversify to non-wheat non-rice crops as they have the capacity to take risks.

Industrialisation of Punjab is not really difficult. It has a decent law-and-order situation, people
are entrepreneurial, hard-working, educated and healthy. Punjab should now learn from
Bangladesh and Vietnam and go in for labour-intensive industrialisation — it is a different matter
that the entire country needs to learn from them. There is a lot that a state government can do
especially with respect to small- and medium-scale industries. These industries should be then
allowed to become big. Punjab could show the path here.

This article first appeared in the print edition on December 21, 2020 under the title “The
missing second revolution”. The writer is emeritus professor at the Savitribai Phule Pune
University
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Source : www.pib.gov.in Date : 2020-12-22

UNION GOVERNMENT FOR THE FIRST TIME LAYS
DOWN RIGHTS TO THE ELECTRICITY CONSUMERS
THROUGH “ELECTRICITY (RIGHTS OF CONSUMERS)
RULES, 2020”

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

Union Ministry of Power has promulgated rules laying down the rights of power consumers in the
country.  While issuing these rules here today via Press Conference, Shri R.K.Singh, the Union
Minister of State (Independent Charge) for Power and New & Renewable Energy, said, “These
rules shall empower the consumers of electricity and added that these Rules emanate from the
conviction that the power systems exist to serve the consumers and the consumers have rights
to get the reliable services and quality electricity.” He said that Distribution Companies across
the country are monopolies – whether government or private – and the consumer has no
alternative – therefore it was necessary that the consumers’ rights be laid down in Rules and a
system for enforcement of these rights be put in place.  “This is what the rules provide for”, Shri
Singh said.



Page 110

cr
ac

kIA
S.co

m

 

The minister further said, “These rules are also an important step towards furthering the ease of
doing business across the country. Implementation of these Rules shall ensure that new
electricity connections, refunds and other services are given in a time bound manner.  Wilful
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disregard to consumer rights will result in levying penalties on service providers.” He said that
this is one of the major initiatives and yet another step by the Union Government to put
consumer in the centre-stage of public utility services.  The Rules will benefit about 30 crores
existing and the prospective consumers in the country. Stressing upon the need for awareness
of all consumers especially in rural areas/villages, he said, States and DISCOMs are being
advised to provide wide publicity to these highly consumer friendly Rules of the Government.

 

1.         Following key areas are covered in the Electricity (Rights of consumers) Rules:

a)         Rights of consumers and Obligations of Distribution licensees

b)         Release of new connection and modification in existing connection

c)         Metering arrangement

d)         Billing and Payment

e)         Disconnection and Reconnection

f)          Reliability of supply

g)         Consumer as Prosumer

h)         Standards of Performance of licensee

i)          Compensation Mechanism

j)          Call Centre for Consumer Services

k)         Grievance redressal mechanism

 

2.         Rights and Obligations.-

•           It is the duty of every distribution licensee to supply electricity on request made by an
owner or occupier of any premises in line with the provisions of Act.

•           It is the right of consumer to have minimum standards of service for supply of electricity
from the distribution licensee.

 

3.         Release of new connection and modification in existing connection.-

•           Transparent, simple and time bound processes,

•           Applicant has option for online application,  

•           Maximum time period of 7 days in metro cities and 15 days in other municipal areas and
30 days in rural areas identified to provide new connection and modify an existing connection:
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4.         Metering –

•           No connection shall be given without a meter

•           Meter shall be the smart pre-payment meter or pre-payment meter.

•           Provision of Testing of meters

•           Provisions for replacement of defective or burnt or stolen meters specified

 

5.         Billing and payment –

•           Transparency in applicable consumer tariff and bills

•           Consumer shall have the option to pay bills online or offline.

•           Provision for advance payment of bills

 

6.         Disconnection and reconnection provisions

 

7.         Reliability of supply

•           The distribution licensee shall supply 24x7 power to all consumers. However, the
Commission may specify lower hours of supply for some categories of consumers like
agriculture. 

•           The distribution licensee shall put in place a mechanism, preferably with automated tools
to the extent possible, for monitoring and restoring outages.

 

8.         Consumer as prosumer

•           While the prosumers will maintain consumer status and have the same rights as the
general consumer, they will also have right to set up Renewable Energy (RE) generation unit
including roof top solar photovoltaic (PV) systems – either by himself or through a service
provider.

•           Net metering for loads up to ten kW and for gross metering for loads above ten kW.

 

9.         Standards of performance.

•           The Commission shall notify the standards of performance for the distribution licensees.
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•           Compensation amount to be paid to the consumers by the distribution licensees for
violation of standards of performance

 

10.       Compensation mechanism

•           Automatic compensation shall be paid to consumers for which parameters on standards
of performance can be monitored remotely.

•           The standards of performance for which the compensation is required to be paid by the
distribution licensee include, but are not limited to, the following, namely:-

 

i.          No supply to a consumer beyond a particular duration, to be specified by the
Commission;

ii.          Number of interruptions in supply beyond the limits as specified by the Commission;

iii.         Time taken for connection, disconnection, reconnection, shifting;

iv.        Time taken for change in consumer category, load;

v.         Time taken for change in consumer details;

vi.        Time taken for replacement of defective meters;

vii.        Time period within which bills are to be served;

viii.       Time period of resolving voltage related complaints; and

ix.        Bill related complaints.

 

11.       Call Centre for Consumer Services

•           Distribution licensee shall establish a centralised 24x7 toll-free call centre

•           Licensees shall endeavour to provide all services through a common Customer Relation
Manager (CRM) System to get a unified view

 

12.       Grievance redressal mechanism .-

•           Consumer Grievance Redressal Forum (CGRF) to include consumer and prosumer
representatives.

•           The consumer grievance redressal has been made easy by making it multi-layered and
the number of consumer’s representatives have been increased from one to four.
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•           The licensee shall specify the time within which various types of grievances by the
different levels of the forums are to be resolved. Maximum timeline of 45 days specified for
grievance redressal.

 

13.       General Provisions.-

•           Use of online access to various services such as application submission, monitoring
status of application, payment of bills, status of complaints raised ,etc., to consumers through its
website, web portal, mobile app and its various designated offices area-wise.

•           The distribution licensee shall provide all services such as application submission,
payment of bills, etc., to senior citizens at their door-steps.

•           The details of scheduled power outages shall be informed to the consumers. In case of
unplanned outage or fault, immediate intimation shall be given to the consumers through SMS or
by any other electronic mode along with estimated time for restoration.

Click here for Notification: Electricity( Rights of Consumers) Rules,2020

 

RCJ/M

Union Ministry of Power has promulgated rules laying down the rights of power consumers in the
country.  While issuing these rules here today via Press Conference, Shri R.K.Singh, the Union
Minister of State (Independent Charge) for Power and New & Renewable Energy, said, “These
rules shall empower the consumers of electricity and added that these Rules emanate from the
conviction that the power systems exist to serve the consumers and the consumers have rights
to get the reliable services and quality electricity.” He said that Distribution Companies across
the country are monopolies – whether government or private – and the consumer has no
alternative – therefore it was necessary that the consumers’ rights be laid down in Rules and a
system for enforcement of these rights be put in place.  “This is what the rules provide for”, Shri
Singh said.
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The minister further said, “These rules are also an important step towards furthering the ease of
doing business across the country. Implementation of these Rules shall ensure that new
electricity connections, refunds and other services are given in a time bound manner.  Wilful
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disregard to consumer rights will result in levying penalties on service providers.” He said that
this is one of the major initiatives and yet another step by the Union Government to put
consumer in the centre-stage of public utility services.  The Rules will benefit about 30 crores
existing and the prospective consumers in the country. Stressing upon the need for awareness
of all consumers especially in rural areas/villages, he said, States and DISCOMs are being
advised to provide wide publicity to these highly consumer friendly Rules of the Government.

 

1.         Following key areas are covered in the Electricity (Rights of consumers) Rules:

a)         Rights of consumers and Obligations of Distribution licensees

b)         Release of new connection and modification in existing connection

c)         Metering arrangement

d)         Billing and Payment

e)         Disconnection and Reconnection

f)          Reliability of supply

g)         Consumer as Prosumer

h)         Standards of Performance of licensee

i)          Compensation Mechanism

j)          Call Centre for Consumer Services

k)         Grievance redressal mechanism

 

2.         Rights and Obligations.-

•           It is the duty of every distribution licensee to supply electricity on request made by an
owner or occupier of any premises in line with the provisions of Act.

•           It is the right of consumer to have minimum standards of service for supply of electricity
from the distribution licensee.

 

3.         Release of new connection and modification in existing connection.-

•           Transparent, simple and time bound processes,

•           Applicant has option for online application,  

•           Maximum time period of 7 days in metro cities and 15 days in other municipal areas and
30 days in rural areas identified to provide new connection and modify an existing connection:
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4.         Metering –

•           No connection shall be given without a meter

•           Meter shall be the smart pre-payment meter or pre-payment meter.

•           Provision of Testing of meters

•           Provisions for replacement of defective or burnt or stolen meters specified

 

5.         Billing and payment –

•           Transparency in applicable consumer tariff and bills

•           Consumer shall have the option to pay bills online or offline.

•           Provision for advance payment of bills

 

6.         Disconnection and reconnection provisions

 

7.         Reliability of supply

•           The distribution licensee shall supply 24x7 power to all consumers. However, the
Commission may specify lower hours of supply for some categories of consumers like
agriculture. 

•           The distribution licensee shall put in place a mechanism, preferably with automated tools
to the extent possible, for monitoring and restoring outages.

 

8.         Consumer as prosumer

•           While the prosumers will maintain consumer status and have the same rights as the
general consumer, they will also have right to set up Renewable Energy (RE) generation unit
including roof top solar photovoltaic (PV) systems – either by himself or through a service
provider.

•           Net metering for loads up to ten kW and for gross metering for loads above ten kW.

 

9.         Standards of performance.

•           The Commission shall notify the standards of performance for the distribution licensees.
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•           Compensation amount to be paid to the consumers by the distribution licensees for
violation of standards of performance

 

10.       Compensation mechanism

•           Automatic compensation shall be paid to consumers for which parameters on standards
of performance can be monitored remotely.

•           The standards of performance for which the compensation is required to be paid by the
distribution licensee include, but are not limited to, the following, namely:-

 

i.          No supply to a consumer beyond a particular duration, to be specified by the
Commission;

ii.          Number of interruptions in supply beyond the limits as specified by the Commission;

iii.         Time taken for connection, disconnection, reconnection, shifting;

iv.        Time taken for change in consumer category, load;

v.         Time taken for change in consumer details;

vi.        Time taken for replacement of defective meters;

vii.        Time period within which bills are to be served;

viii.       Time period of resolving voltage related complaints; and

ix.        Bill related complaints.

 

11.       Call Centre for Consumer Services

•           Distribution licensee shall establish a centralised 24x7 toll-free call centre

•           Licensees shall endeavour to provide all services through a common Customer Relation
Manager (CRM) System to get a unified view

 

12.       Grievance redressal mechanism .-

•           Consumer Grievance Redressal Forum (CGRF) to include consumer and prosumer
representatives.

•           The consumer grievance redressal has been made easy by making it multi-layered and
the number of consumer’s representatives have been increased from one to four.
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•           The licensee shall specify the time within which various types of grievances by the
different levels of the forums are to be resolved. Maximum timeline of 45 days specified for
grievance redressal.

 

13.       General Provisions.-

•           Use of online access to various services such as application submission, monitoring
status of application, payment of bills, status of complaints raised ,etc., to consumers through its
website, web portal, mobile app and its various designated offices area-wise.

•           The distribution licensee shall provide all services such as application submission,
payment of bills, etc., to senior citizens at their door-steps.

•           The details of scheduled power outages shall be informed to the consumers. In case of
unplanned outage or fault, immediate intimation shall be given to the consumers through SMS or
by any other electronic mode along with estimated time for restoration.

Click here for Notification: Electricity( Rights of Consumers) Rules,2020

 

RCJ/M

END
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Source : www.livemint.com Date : 2020-12-23

INDIA MUST GET ITS MANUFACTURING POLICY RIGHT
THIS TIME

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

Strengthen local production by fixing incentives for our policy of self-reliance to achieve its
objectives

Two headlines in Mint (17 December 2020) point to a window of opportunity for India to fix a
festering problem of its economy. The first: “India in a Deglobalizing World"; and the second:
“PLI Wind in Sails for India Inc." India’s manufacturing sector lacks sufficient depth for a large
country. Depth in manufacturing provides security against foreign threats; it is the foundation for
sustainable competitiveness in international trade; and it provides pathways for wages to rise.
India needs all the three and now is the time to address this.

China and India are the only two countries in the world with populations of over one billion.
These provide a large potential market; also, a large workforce to produce for the world market
and for their own. The growth trajectories of the Asian neighbours reveal how far behind India
has fallen over the past three decades. In 1990, India’s manufacturing sector was comparable
with China’s. Since then, China’s manufacturing sector has grown almost 10 times larger, and its
capital goods and machine-tool sectors, 50 times. Not only has China become the factory of the
world, selling labour-intensive products across the planet, it has also developed high-tech
manufacturing capabilities in electronics, telecom, power equipment and machine tools. It is this
depth of its manufacturing capabilities that has made it a threat to the West (and to India, too).

In the 1990s, after the fall of the Soviet Union, globalization of trade and investment went into
high gear. All countries were pressed to open their borders. China, humiliated by the forcible
opening of its markets by Western gunboats long earlier, was determined to build its internal
strengths to join global trade on its own terms this time round. India joined the global trade
regime more willingly. Both countries’ consumers have benefitted from the availability of a
greater variety of goods. However, the Chinese have gained much more by way of increases in
their incomes, because they produce much more than Indians do.

Indian policymakers are concerned with sluggishness in the growth of domestic manufacturing
and employment. They are alarmed by the inroads of Chinese industries in India’s economy, as
well as by China’s troops on the border. An Atmanirbhar policy and ‘Make in India’ have become
national-security imperatives. While India is being criticized—by its own economists—for turning
protectionist again, other nations have been closing up faster. A Mint report cited earlier ranks
countries on a ‘protectionist index’, the difference between their number of restrictive and
liberalizing interventions between 2018 and 2020. On top is the US, with 591. Then Canada,
450; Germany, 436; the UK, 272; and China, 209. India? 166.

More trade is good, as is faster economic growth. However, the pattern of trade and the
composition of growth matter even more for all-round development. Therefore, trade theorists
would do well to learn from history about how the Chinese built their industrial strengths, and
before them the Western nations that set international trade rules.

India’s Production Linked Incentive (PLI) scheme is a thrust in the right direction. However, its
success in making India more self-reliant would depend on its design. Incentives linked only to
volumes of additional production (and exports) will promote simple assembly and other low-

https://www.livemint.com/industry/manufacturing
https://www.livemint.com/Search/Link/Keyword/International-Trade
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value-adding operations. This would not meet India’s strategic need for industrial depth. The
incentives must be tied to progressive increases in value addition within the country.

One, the present policy does not explicitly link the quantum of incentive with domestic value-
addition. PLI payments should be made to companies in proportion to their domestic value-
addition, with a minimum requirement. This way, companies doing assembly/low-level
manufacturing will have lower value-addition and hence get less of an incentive.

Two, in the current policy, the PLI incentive is determined by the percentage increase in
production over a base year. Production in that base year should not be zero (or a very low
level) because even small additions will amount to large percentage increases. Therefore, there
should be a minimum threshold level. This will also ensure that the company already has some
track record of growth and uses the incentives well for further expansion.

Three, domestic research and development (R&D) is essential for the absorption of technology
and acquisition of sustainable competitiveness. R&D (including manpower) spend should be
seen as a capital investment. Such investment can generate at least a five-times-greater return
on investment, compared to other forms of capital investment (plant and machinery, etc.) in
knowledge-driven industries.

Four, the PLI scheme is intended to attract foreign direct investment (FDI) and scale up the
domestic industry. To ensure that both are equally promoted (and not one at the expense of the
other), perhaps 50% of the PLI incentive should be reserved for domestic companies.

Lastly, the only sustainable competitive advantage a company or a country can have in open
markets is an ability to learn faster than competitors. Enterprises in India must become the
fastest learners in the world to catch up with their Chinese counterparts, among others. India’s
policymakers must also become much faster learners, and not remain stuck in the theoretical
paradigm of free trade that has not served India too well.

Arun Maira is former member, Planning Commission, and author of ‘The Learning Factory: How
the Leaders of Tata Became Nation-Builders’

Click here to read the Mint ePaperMint is now on Telegram. Join Mint channel in your Telegram
and stay updated with the latest business news.

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.

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com

https://epaper.livemint.com/Home/ArticleView?utm_source=livemintstory&utm_medium=lmstorybottom&utm_campaign=lmstoryref
https://t.me/livemint
https://www.livemint.com/


Page 122

cr
ac

kIA
S.co

m

Source : www.livemint.com Date : 2020-12-23

WORLD BANK SIGNS PACT FOR $500-MILLION
PROJECT TO DEVELOP GREEN, SAFE HIGHWAYS

Relevant for: Indian Economy | Topic: Infrastructure: Roads

New Delhi: The World Bank and the Government of India on Tuesday inked a pact for a $500-
million project to build safe and green national highway corridors, the Ministry of Road Transport
and Highways said.

The highway corridors will be developed in Rajasthan, Himachal Pradesh, Uttar Pradesh and
Andhra Pradesh.

"The Government of India and the World Bank today (on Tuesday) signed a $500-million project
to build safe and green national highway corridors in the states of Rajasthan, Himachal Pradesh,
Uttar Pradesh and Andhra Pradesh," the Ministry of Road Transport and Highways (MoRTH)
said in a statement.

The project will enhance the capacity of the MoRTH in mainstreaming safety and green
technologies.

The Green National Highways Corridors Project will support MoRTH construct 783 km of
highways in various geographies by integrating safe and green technology designs such as local
and marginal materials, industrial byproducts, and other bioengineering solutions.

"C S Mohapatra, additional secretary, Department of Economic Affairs, Ministry of Finance,
stated that the Government of India is committed to environmentally sustainable development in
its infrastructure projects. This project will set new standards in the construction of safe
motorable roads," the statement said.

The selected stretches in Uttar Pradesh, Andhra Pradesh, Rajasthan and Himachal Pradesh will
also help improve connectivity and promote economic development.

The agreement was signed by Mohapatra on behalf of the Government of India and Sumila
Gulyani, acting country director, India, on behalf of the World Bank.

The ultimate objective of transport infrastructure is to provide seamless connectivity and reduce
logistics costs, the statement said.

It added that the government has launched many investment programmes in road sector
infrastructure to strengthen and improve logistics performance.

This project will also support analytics to map the freight volume and movement pattern on the
national highway network, identify constraints, and provide innovative logistics solutions.

"Historically, the transport sector in India has offered limited employment opportunities for
women," it said.

The project will support the ministry with an in-depth analysis of gender-related issues in the
transport sector, it added. It will also help in creating jobs for women by training women-led
micro enterprises and women collectives to implement green technologies in the highway
corridors.
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World Bank Country Director (India) Junaid Ahmad said, "Connectivity for economic growth and
connectivity for sustainable development are two important aspects of a country's development
trajectory. This operation brings these two priorities together in support of India’s growth
strategy."

He added that this project will provide efficient transportation for road users in the four states,
connect people with markets and services and promote efficient use of construction materials,
among others.

The national highways carry about 40% of road traffic.

However, several sections of these highways have inadequate capacity, weak drainage
structures and black spots prone to accidents.

The project will strengthen and widen existing structures; construct new pavements, drainage
facilities and bypasses; improve junctions; and introduce road safety features.

"It is imperative that the infrastructure investments are climate resilient. To this effect, disaster
risk assessment of about 5,000 km of the national highway network will also be undertaken
under the project," the statement said.

The $500-million loan from the International Bank for Reconstruction and Development (IBRD)
has a maturity of 18.5 years including a grace period of five years.

This story has been published from a wire agency feed without modifications to the text. Only
the headline has been changed.
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and stay updated with the latest business news.
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Source : www.thehindu.com Date : 2020-12-29

REFORMS WITH THE FUTURE AND FARMING NEEDS
IN MIND

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

The major objections and fears relating to the new Farmers’ Produce Trade and Commerce
(Promotion and Facilitation) Act and the Farmers (Empowerment and Protection) Agreement on
Price Assurance and Farm Services Act (https://bit.ly/3mPmCBD and https://bit.ly/34Ov7H6) are
that the Agricultural Produce Market Committees (APMC) will be eventually closed, the Minimum
Support Prices (MSP) will be stopped, corporates will take over agriculture trade, and farmers’
land will be taken over by powerful corporates.

Some experts and farmer leaders feel that these apprehensions and fears are imaginary,
unrealistic and a part of deliberate narrative created to stop reforms in agriculture and prevent
India from modernising agriculture and becoming a global power in agriculture. Those who
oppose these Acts have focused mainly on threats and adverse effects and refrained from
talking about the potential benefits of the new Acts; they are also ignoring the reasons for
changing the regulatory system of agriculture. Another set of reputed experts such as Kaushik
Basu have reiterated their support for changing archaic laws in agriculture but opposed the new
Acts.

There are quite a few major reasons for undertaking the reforms in agriculture
(https://bit.ly/3nYjqVN). The gap between the agri-income of a farmer and that of a non-
agriculture worker increased from 25,398 in 1993–94 to 1.42 lakh in 2011-12. There is
widespread feeling of agrarian distress. Aggregate food demand has fallen short of domestic
production necessitating the export of a large quantity to prevent domestic prices from falling
very low. We are already sitting on excess stock of 60 lakh tons of sugar and nearly 72 million
tons of extra buffer stock of wheat and rice which is causing a huge drain on fiscal resources.

India’s agri-exports are getting difficult to push, imports are turning attractive as domestic prices
are turning much higher than international prices. Rural youth including farmers’ children are
looking for jobs outside agriculture and there is a serious problem of unemployment in the
countryside. There are numerous instances of market failure to the detriment of producers and
consumers. This is turning farmers to look at the government for remunerative prices through
MSP for most agricultural products.

Indian agriculture production and the market are not moving to the next stage of development.
The growth rate in agriculture is driven by heavy support through various kinds of subsidies and
output price support. Net revenue receipt of the Central government is below 9% of GDP. If
farmers are to be ensured remunerative prices for their produce through procurement at MSP,
as per the demand put up by the protesting farmers, these costs and losses and subsidies will
take away most of the tax revenue of the central government. Such facts need to be shared with
the farmers’ leaders. I do not think they will ask for something which will lead to a collapse of the
fiscal system of the government.

The way forward then for ensuring remunerative prices to farmers is through increased
competition for sale of their produce, development of modern value chains, value addition,
export, and processing as a part of rural economic revitalisation.

There is also a need to understand that the APMC has nothing to do with payment of the MSP.
Crops other than paddy, wheat and cotton are selling at prices below the MSP in the APMC

https://bit.ly/34Ov7H6)


Page 125

cr
ac

kIA
S.co

m

mandis of Punjab on an almost regular basis. The necessary and sufficient conditions for the
MSP are procurement by the government, with or without the APMC.

Experience shows that even after fruits and vegetables were de-notified from the APMC, they
continued to arrive at APMC mandis in large quantities while farmers got additional options. The
threat to the APMC comes from the action of States to use these mandis for extra revenue
generation. The protesting farmer leaders have raised a genuine concern to keep the level-
playing field for the APMC and private players, and the Agriculture Minister has shown
agreement to address this fully.

Another provision of the New Trading Act under attack is the simple requirement of a PAN card
for a trader. Protesting farmers favour stringent criteria and registration for traders in a trade
area. As in the existing provisions, after having a PAN card, even a farmer can go for trading, his
son can do agri-business and other rural youth can undertake purchases of farm commodities
for direct sale to a consumer or other agribusiness firms. If a stringent criteria such as bank
guarantee, etc. are included in the registration of traders then agriculture trade will remain in the
hands of the trading class and the spirit of the new law to facilitate farmers and rural youth to
become agribusiness entrepreneurs will be lost.

The experiences of contract farming which is already going on in various pockets in India show
the critics and protesting farmers are mixing contract farming with corporate farming. The new
Act intends to insulate interested farmers (especially small farmers), against market and price
risks so they can go in for the cultivation of high-value crops without worrying about the market
and low prices in the harvest season. The Act is voluntary and either party is free to leave it after
the expiry of agreement. It prohibits the farming agreement to include the transfer, sale, lease,
mortgage of the land or premises of the farmer. The Act will promote diversification, quality
production for premium price, export and direct sale of produce, with desired attributes to
interested consumers. It will also bring new capital and knowledge into agriculture and pave the
way for farmers’ participation in the value chain.

The policy reforms undertaken by the central government through these Acts are in keeping with
the changing times and requirements of farmers and farming. If they are implemented in the
right spirit, they will take Indian agriculture to new heights and usher in the transformation of the
rural economy.

Ramesh Chand is Member, NITI Aayog. The views expressed are personal
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We brief you on the latest and most important developments, three times a day.

*Our Digital Subscription plans do not currently include the e-paper, crossword and print.

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!

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.

The Hindu has always stood for journalism that is in the public interest. At this difficult time, it
becomes even more important that we have access to information that has a bearing on our
health and well-being, our lives, and livelihoods. As a subscriber, you are not only a beneficiary
of our work but also its enabler.

We also reiterate here the promise that our team of reporters, copy editors, fact-checkers,
designers, and photographers will deliver quality journalism that stays away from vested interest
and political propaganda.

Suresh Nambath
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Source : www.thehindu.com Date : 2020-12-29

THE FALLOUT OF KEYING IN THE WRONG LABOUR
CODES

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

On December 12, contract workers ransacked Wistron’s iPhone assembly factory in Karnataka,
at Narsapura in Kolar district, about 80 kilometres from Bengaluru. There are reports that
property worth 50 crore was damaged, and many workers sent to jail. The factory which began
production in July, employed about 2,000 permanent workers and 7,000 contract workers. The
factory does not have a labour union.

What caused the violence? The reason is said to be the reported non-payment, or only partial
payment, of wages, or its delay, and flouting of labour laws, such as non-issuance of the wage
contract, and employing women workers in night shift without providing adequate safety.

Also read | There is no one to hear our woes, say Wistron workers

The central and State governments have sharply condemned the violence. They are now busy
controlling the damage the incident has caused to the country’s high-profile global campaign to
attract foreign direct investment, especially under its production-linked incentive (PLI) scheme to
boost domestic investment in mobile phone manufacturing. The Wistron project showcased the
government’s success in attracting foreign direct investment, and promoting Atmanirbhar Bharat,
the vision of making India self-reliant.

However, according to a preliminary inquiry report by the State labour department into the
incident (the report is unavailable in the public domain), Wistron and its labour contractors
violated many provisions of the laws that led to the violence. The Taiwanese assembler has
admitted its faults, and sacked its vice-president for its India operations for the lapses. Apple
Corporation has condemned the violations of statutory laws and has reportedly put further
business on hold until Wistron addresses the labour dispute.

In July, the State government promulgated an ordinance to dilute the major labour laws including
the Factories Act 1948. The Act regulates the ordinary working day’s length, overtime wages,
hours of work, the timing of shifts, safety, and health issues. Couched in legalese, the yet-to-be-
operationalised law, effectively repealed the standard eight-hour working day with a 12-hour
(with overtime payments applicable for work 75 hours to 125 hours, per quarter). This is evident
from workers’ testimonies in the police inquiry into the incident.

Editorial | Smouldering unrest: on Wistron plant issue

Amid the health pandemic and the lockdown, a few State governments sensed an opportunity to
quickly ram through pieces of legislation or ordinances to whittle down the labour laws. It was
purportedly to attract foreign capital seeking alternative locations to China, considering rising
geopolitical tensions. The reform effectively knocks down the foundations of national labour laws
by paring down many protective laws. The Karnataka government is apparently at the forefront
of such a reform drive, with the media widely reporting the legal changes and the deep
discontent among workers in the State.

India’s labour laws are indeed a cumbersome web — some 47 central laws and 200 State laws,
mostly applicable to organised sector workers — requiring rationalisation. Efforts to consolidate

https://www.thehindu.com/news/national/karnataka/workers-at-wistrons-iphone-factory-near-bengaluru-go-on-a-rampage/article33315369.ece
https://www.thehindu.com/news/national/karnataka/there-is-no-one-to-hear-our-woes/article33337578.ece
https://www.thehindu.com/opinion/editorial/smouldering-unrest-on-global-personal-technology/article33379628.ece


Page 128

cr
ac

kIA
S.co

m

them have been on for quite a while, but with modest progress for lack of agreement among the
stakeholders and the complexity of the legal frame.

Comment | The tightrope between production, industrial peace

In 2019, the government consolidated 29 central laws into four labour codes and introduced bills
in Parliament. The codes concern: industrial relations; occupational safety, health and working
conditions; social security, and wages. The Code on Wages Bill, 2019 was passed last year and
the remaining three in September this year, but without adequate consultation with the
stakeholders and legislative scrutiny.

National trade union federations, including the Rashtriya Swayamsevak Sangh-affiliated
Bharatiya Mazdoor Sangh (BMS), have opposed many contentious changes. The reforms go
against many of the International Labour Organization (ILO) conventions to which India is a
founding signatory. In May, the ILO chastised the Uttar Pradesh government which sought to
suspend the labour laws for the next three years.

Also read | Labour codes passed are anti-worker, say trade unions

There is undoubtedly a lot to learn from China’s industrial success. But the government seems
keen to emulate China’s long working days and flexible use of labour. However, China also
mandates employers to provide dormitory accommodation for workers close to factories and
other social security benefits. Factory-provided dormitory accommodation is the principal reason
for slum-free Chinese industrial cities, unlike in India.

Moreover, as is widely known, China’s local governments compete with each other to offer
excellent physical infrastructure and ensure adequate credit to industrial enterprises through the
national development banks, thus implicitly subsidising production costs. The local governments
and party officials, whose objective is employment generation, act as midwives in industrial
promotion. Why do they do so? Because the professional rewards for Chinese bureaucracy and
provincial ruling party officials are dependent on the local economic performance. India’s efforts
at cherry-picking legal changes for labour reforms, without reasonable compensation, are bound
to face resistance.

Comment | A wage code that is a hasty composition

The average daily earnings of casual workers in urban India in 2018-19, as per the official
Periodic Labour Force Survey (https://bit.ly/3hpS2h6), are 256 (or 6,400 a month for 25 days of
work). It is well below the official living wage as defined by the Seventh Pay Commission for
central government employees. Industrial workers are ever eager to work longer hours for
overtime, considering the low absolute earning levels. Trade unions mostly welcome
negotiations for labour flexibility linked to productivity but resist its unilateral imposition if the
productivity gains accrue mainly to the management (the ‘winner takes all’ situation).

The Wistron episode has highlighted how the government has short-changed workers, as the
length of the working day was unilaterally raised from eight hours to 12 hours in October,
undoing the principal provision of the Factory Act 1948. The State Labour Department has
reportedly admitted the flaw in the ordinance, in its letter to the Secretary, Ministry of Labour and
Employment at the Centre. If the “principal employers” (Wistron in this case) and their labour
contractors view the reforms as unbridled “hunting licence”, such legal changes are bound to
unleash a backlash, sooner than later. The Wistron episode seems proof of this.

The Hindu In Focus podcast | Will the new labour codes benefit India's workers?
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What are the lessons of the sorry episode? Hoodwinking workers is politically illegitimate and
economically suicidal in a shrinking economy. During the lockdown following the novel
coronavirus pandemic, when lakhs of workers lost jobs and livelihoods, trudging back to their
villages, an insensitive government instead of addressing the humanitarian crisis, cleverly
sought to capitalise on working-class misery to undercut wages — a morally reprehensible act in
any civilised society. So, it should not come as a surprise if such hasty and crafty measures
have now backfired, denting India’s image among global investors. The Wistron dispute has
apparently turned the clock back on the government’s efforts to boost domestic production
(‘Make in India’), and enhance national self-reliance (Atmanirbhar Bharat).

R. Nagaraj is with the Centre for Development Studies, Thiruvananthapuram, Kerala
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of our work but also its enabler.

We also reiterate here the promise that our team of reporters, copy editors, fact-checkers,
designers, and photographers will deliver quality journalism that stays away from vested interest
and political propaganda.
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Source : www.thehindu.com Date : 2020-12-30

THE GLOBAL ANGLE TO THE FARMER PROTESTS
Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

The farmers’ movement for the repeal of the three farm laws which affect them closely but have
been rammed through without consulting them, has now entered its second month. It is of
historic significance. It is not just about minimum support prices but also about the survival of the
entire system of public procurement and distribution of foodgrains. Without ensuring the
economic viability of foodgrains production in North India — the grain basket of the country —
no continuity can be ensured for the public procurement and distribution system, which, despite
its drawbacks, continues to provide a modicum of food security to vast numbers of our
population.

Northern industrial countries, namely the United States, Canada and the European Union (EU),
cannot produce the tropical and sub-tropical crops in high demand by their own consumers while
they have mountains of surplus grain and dairy products, the only goods their single-crop lands
are capable of producing for climatic reasons. They must find export markets for these. For over
two decades, they have put relentless pressure on developing countries to give up their own
public procurement systems, insisting that they should buy their food grains from advanced
countries, while diverting their food-crop-producing land to contract farming of export crops that
these industrial countries want but cannot themselves produce. In short, they want a re-creation
of the economic scenario of the colonial period.

Comment | The farmers’ protest, truths and half-truths

Dozens of developing countries, ranging from the Philippines in the mid-1990s to Botswana
(Africa) a decade later, succumbed to this pressure. They paid the price when with rapid
diversion of grain to ethanol production in the U.S. and the EU, world grain prices trebled in a
matter of months from end-2007. Thirty-seven newly import-dependent countries saw food riots,
with urban populations being pushed into greater poverty.

Food security for the developing world is far too important a matter to be left to the global
market, but the relentless attack on their public stocking of grain for ensuring food security
continues. India had barely managed to pull back from the brink a decade ago: procurement
prices were raised substantially after virtually stagnating during the six years preceding the 2008
price-spike, and grain output in Punjab grew again from near-stagnant levels as economic
viability improved. But absorption of foodgrains did not improve as much owing to continued
exclusion of many of the actually poor from ‘Below Poverty Line’ ration cards, while
unemployment caused by the 2016 demonetisation followed by the 2020 pandemic has reduced
aggregate demand by now to a historic low.

Our farmers have been exposed for no rhyme or reason to unfair trade, and to the volatility of
global prices that has plunged them into unrepayable debt and distress — in one village in
Punjab, there were as many as 59 widows of farmers forced into suicide. Trade with the North is
unfair, because the advanced countries in the mid-1990s, converted their own price support
measures to massive subsidies given as direct cash transfers to their own farmers, transfers that
in a blatantly self-serving manner they wrote into the Agreement on Agriculture as ‘not subject to
reduction commitments’. India along with other developing countries signed the Agreement with
very little idea of the implications of the small print. For the U.S., the direct cash transfers it gives
to its 2.02 million farmers, amounting to a huge half or more of its annual farm output value,
uses up only 1% of its budget. For India, over 50% of the entire central government annual
Budget would be required to give even a quarter of annual farm output value to our 120 million
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farmers, which is an economic impossibility and an administrative nightmare.

Comment | Put the farm laws on hold, uphold farmers’ rights

The farmers have made it amply clear that they do not want petty cash handouts; all they want is
a reasonable price for the vital crops they produce for the nation, so that they can cover costs
and live at a modest standard. In Indian circumstances, the price support system is in fact the
only feasible one. While depletion of groundwater in Punjab is a real problem, the solution lies in
introducing improved agronomic practices such as the System of Rice Intensification which
economises water, not in reducing rice production. One does not cut off one’s head because of
a headache.

It is precisely the support prices for crops that had been deliberately put by advanced countries
under completely arbitrary and absurd computation rules in the Agreement on Agriculture. The
U.S. complained against India to the World Trade Organization in May 2018 that since the
‘reference price’ for calculating support was the 1986-88 average world price of a crop which
they converted to rupees at the then prevailing 12.5 per dollar exchange rate, India’s support
price per quintal for rice and wheat in 2013-14 should have been at the most 235 and 354,
respectively! The actual support prices were 1,348 and 1,386, and the difference, over 1,000 per
quintal, was then multiplied by the entire 2013-14 output of rice and wheat, and came to 77%
and 67% of their output values (https://bit.ly/3mROANe). This, the U.S. claimed, was support
provided in gross violation of the permitted 10%!

Comment | In agri-reforms, go back to the drawing board

Two months ago the U.S. sent fresh questions to India. Every kind of dishonest and absurd rule
had been put into the Agreement on Agriculture to short-change gullible developing countries.
Our farmers are among the lowest cost producers in the world, and the support prices in 2013-
14 at the prevailing exchange rate of 60.5 per dollar were well below global prices, which means
that actual support was negative.

Current compression of global demand means that wheat and rice prices are at historic lows,
advanced country farm subsidies are at historic highs and their desperation to dump their grain
on our markets has intensified. While our protesting farmers have correctly identified domestic
firms as potential beneficiaries of the new marketing laws that they oppose, foreign agribusiness
corporations are as great a danger.

Farmers have already experienced contract farming with foreign agribusinesses in Punjab and
Haryana. They say clearly that they do not wish to deal with powerful, faceless private
corporations that renege on price and quantity contracts when it suits them. Despite all its
inefficiency and payment delays, they prefer to sell to government agents at the stipulated
minimum support prices. They are absolutely correct in thinking that deregulation of markets as
mandated by the new laws, and the entry of business firms, which will be not only Indian but
also foreign, mean a severe undermining of the entire system of public procurement and
minimum support prices.

Comment | Punjab, Haryana need to look beyond MSP crops

There are many Indian intellectuals who argue that importing subsidised grain from the North will
benefit poor consumers here. They forget that there is an increasingly powerful opinion
advocating ‘green energy’ in advanced countries, pushing for even greater conversion of grain to
ethanol; hence initial low-priced grain imports, if permitted today, will not only destroy our
farmers but will soon give way to a scenario of price spikes and to urban distress as experienced
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earlier by developing countries forced into import dependence. Anyone with a concern for our
own hard- working farmers and poverty-stricken consumers, must support the farmers’ demands
against the machinations of both local and global business elites.

Utsa Patnaik is Professor Emeritus, Jawaharlal Nehru University
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