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Source : www.thehindu.com Date : 2020-10-05

TRANSFORMING BUSINESS AND THE INSOLVENCY
SYSTEM

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

The Prime Minister mentioned the Insolvency and Bankruptcy Code (IBC 2016) as one of the
key legislative reforms that would help aid India’s path to self-reliance on a high growth
trajectory. The IBC, along with the Goods and Services Tax regime, among other key reforms,
were helping in significantly improving the ease of doing business in India and enabling it to
emerge as a ‘Make for World’ platform. He also credited these reforms for a surge in Foreign
Direct Investment into India in 2019-2020, to the tune of nearly $74.5 billion, or a significant
increase of 20 per cent from the previous year.

The IBC has been a far-ranging and structurally significant reform that has transformed
insolvency resolution in India. Replacing a rather inefficient bankruptcy law regime, the IBC has
focused on time-bound resolution, rather than liquidation, as an empowering tool to support
companies falling within its ambit. It has successfully instilled confidence in the corporate
resolution methodology, and perhaps, more importantly, on creating a possibility for the creditors
recouping some of their investments in firms being liquidated or going in for resolution. Its core
implication has been to allow credit to flow more freely to and within India while promoting
investor and investee confidence. Despite the suspension of the IBC for a limited duration due to
the COVID 19 pandemic, in the short, medium and long term, it will prove to have been a timely
reform. It will greatly streamline insolvency processes in a sustainable, efficient, and value
retaining manner.

Also read | Parliament passes Insolvency and Bankruptcy Code Bill

India, unfortunately, suffers from a serious backlog in court cases, to the tune of nearly four
crore matters pending final judgment. The novel coronavirus pandemic is likely to exacerbate
this. The enforceability of contracts has been a challenge. On an average, it takes as many as
1,445 days for a contract to be enforced, and that too at a cost of nearly 31% of the claim value.
This is simply unacceptable.

Along with further streamlining and reinforcing the IBC, the Government of India is also working
toward decriminalisation of minor offences. NITI Aayog is playing an active role in this exercise,
which will significantly reduce the risk of imprisonment for actions or omissions that are not
necessarily fraudulent or an outcome of mala fide intent. Criminal penalties including
imprisonment for minor offences act as major deterrents for investors. The government’s intent
is to help differentiate between good faith mistakes and intentional bad faith actions, so as to
penalise the former, and criminalise the latter.

Other legislative measures that will further improve the investment climate, include the rolling out
of the commercial courts, commercial divisions and the Commercial Appellate Divisions Act,
2015, to allow district court-level commercial courts, and the removing of over 1,500 obsolete
and archaic laws. Together with the IBC, these highlight a major and multi-dimensional effort by
the government to provide comfort, relief and reliability to the potential investors.

The IBC is both flexible and dynamic, which makes it impactful, given how forward thinking the
concept of an omnibus legislation of its nature actually is. The IBC goes beyond other similar
pieces of legislation across the world, and through the Insolvency and Bankruptcy Board of India
(IBBI), it has established an unprecedented organisation that both regulates and develops

https://www.thehindu.com/news/resources/Insolvency-and-Bankruptcy-Code-2016/article14576124.ece
https://www.thehindu.com/news/national/pm-modi-promises-investment-of-100-lakh-crore-in-infrastructure/article29099145.ece
https://www.thehindu.com/news/national/parliament-passes-insolvency-and-bankruptcy-code-bill/article32663560.ece
https://www.thehindu.com/coronavirus/
https://www.thehindu.com/business/union-finance-ministry-proposes-to-decriminalise-host-of-minor-offences-under-19-legislations/article31795592.ece
https://www.thehindu.com/news/national/bills-on-commercial-courts-arbitration-passed-by-parliament/article8021839.ece
https://www.thehindu.com/news/national/bills-on-commercial-courts-arbitration-passed-by-parliament/article8021839.ece
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insolvency policy, and assesses market realities.

The Ministry of Corporate Affairs (MCA), in its year end summary press release, provided the
context of India’ s rapid rise in the Ease of Doing Business rankings, and IBC’s important role of
the IBC in it. According to the Resolving Insolvency Index, India’s ranking improved to 52 in
2019 from 108 in 2018, a leap of 56 places. Further, the recovery rate improved nearly threefold
from 26.5% in 2018 to 71.6% in 2019. And, the overall time taken in recovery also improved
nearly three times, coming down from 4.3 years in 2018 to 1.6 years in 2019.

Two key drivers for the IBC are relatively short time-bound processes, and the focus on
prioritising resolution rather than liquidation. The report of the Bankruptcy Law Reforms
Committee speaks of the critical need for speed in the working of the bankruptcy code. It is clear
that the inability to make significant decisions without full clarity of ownership and control delays
resolution. And, the longer the delay, the more likely that the entity in question would move
towards liquidation rather than resolution. The delays result in low value liquidation due to a high
economic rate of depreciation. Higher value stems from the firm being acquired as a going
concern.

Going forward, there could perhaps be a look at institutionalising the introduction of a pre-
packed insolvency resolution process, the need for which is highlighted by the necessary
suspension of the IBC proceedings. This will also help resolve matters expeditiously, outside of
the formal court system, and allow resolution even during the COVID-19 altered reality.

The MCA along with IBBI are working diligently on putting in place a Micro, Small and Medium
Enterprises (MSME) and non-MSME framework to help expedite this process.

Comment | The fault in our drafts

At the same time, given the need for social distancing and the suspension or limitation of
physical hearings, a concerted effort should be made to enhance the role of digitally conducting
all processes and hearings to achieve greater efficiency in the new normal. Bringing in
technology would help ease of access to justice and greatly help ease of doing business from a
process and efficiency standpoint as well. The IBC has provided a major stimulus to ease of
doing business, enhanced investor confidence, and helped encourage entrepreneurship while
also providing support to MSMEs. Its further streamlining and strengthening will surely instil
greater confidence in both foreign and domestic investors as they look at India as an attractive
investment destination.

Rajiv Kumar and Desh Gaurav Sekhri are, respectively, Vice Chairman and Officer on Special
Duty, NITI Aayog. The views expressed are personal

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

https://pib.gov.in/Pressreleaseshare.aspx?PRID=1596523
https://www.thehindu.com/business/where-india-gained-and-lost-out-in-the-ease-of-doing-business-rankings/article29823229.ece
https://ibbi.gov.in/resources/reports
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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.

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com
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Source : www.indianexpress.com Date : 2020-10-05

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

incl. MSMEs and PSUs

Written by Shubham Gupta

The micro, small and medium enterprises (MSME) sector is the backbone of the country’s
economy. Not only does the sector contribute nearly 30 per cent to the GDP, but the six crore
MSMEs in the country also promote inclusive growth by providing employment to around 11
crore people. In next five to six years, MSMEs are envisaged to contribute 50 per cent to India’s
GDP and create 15 crore jobs.

These staggering numbers highlight our reliance on MSMEs. However, when it comes to
meeting climate commitments and transitioning to low-carbon, sustainable development,
expectations from MSMEs are low: They are limited to mere compliance with relevant
environmental laws. There is no strategic roadmap to empower MSMEs to deal with transition
risks, even as the global demand and supply chains swiftly shift to greener, environment-friendly
processes and products while capitalising on newly generated business opportunities. For
example, the transition from internal combustion engine (ICE) vehicles to electric vehicles (EVs)
is expected to have a significant bearing on MSMEs in the auto-component industry as EVs
have just 20 moving parts as compared to 2,000 parts in ICE vehicles. The competition is also
expected to increase as new players such as tech companies and battery manufacturers, enter
this industry.

Due to its unorganised nature and small size of individual firms (approximately 99 per cent of
Indian MSMEs are micro-sized), the sector is among the most vulnerable in the Indian economy.
The COVID-19 pandemic has highlighted this vulnerability as it is apprehended that millions of
MSMEs are expected to shut down their operations owing to reduced demand caused by the
lockdown. To combat this, the Rs 20-lakh-crore COVID-response package announced by the
finance minister has several interventions targeting MSMEs including a much-needed revision in
its definition. While these interventions should provide immediate relief to MSMEs, they miss out
on the opportunity to provide a green stimulus.

As per an assessment report on financial packages announced by various countries, India’s
COVID-19 response stimulus is a brown package with no positive impact on the current
trajectory of its manufacturing and energy industries. In comparison, countries such as South
Korea, Germany, France, etc., have a net green fiscal stimulus.

For India, just achieving economic growth is not sufficient. We require job-led growth to provide
employment to 400 million plus workforce. This makes the MSMEs’ green transition extremely
important as green sectors such as renewable energy (RE) and energy efficiency (EE) create
more jobs than fossil fuel industries. A 2017 study by the University of Massachusetts estimates
that a $1-million (approximately Rs 7.34 crore) investment in RE or EE creates more than seven
jobs vis-à-vis just 2.65 jobs in fossil fuel industries. A MSME-led green transition can create
millions of additional jobs in the country at lower additional cost than large industries.

Catalysing the green transition of MSMEs requires recognition that downside risks of policy and
demand uncertainties are more severe for them as compared to upsides. Most of them are
technically and financially constrained to invest in new interventions, even if they recognise the
business case for greening. However, certain government interventions can contribute in
overcoming existing barriers.

https://indianexpress.com/about/coronavirus/
https://indianexpress.com/article/explained/pandemic-explained-who-novel-coronavirus-covid19-what-is-a-pandemic-6309727/
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Public procurement by the government, the largest purchaser of goods and services, constitutes
nearly 20-22 per cent of GDP. Presently, 25 per cent of this procurement is mandated from
MSMEs. However, there is no green focus in this procurement. Inclusion of a green procurement
mandate in the public procurement can incentivise MSME suppliers to shift to greener products
and processes. Green public procurement has been used by most OECD countries. India’s own
limited experience in procurement of LED lamps, star rating of appliances, etc., has been
encouraging.

Access to finance is one of the biggest challenges among Indian MSMEs, with the overall
financing gap estimated to be $ 400 billion. While addressing this gap may take significantly
longer time, tailored green financing programmes in key technologies and sectors such as waste
management, electric vehicles, energy efficiency, renewables, will boost MSME growth in these
sectors.

An increasing number of Indian MSMEs are getting integrated in global value chains, providing
products and services to bigger players. A value chain driven approach of promoting greener
processes and products will allow for more equitable distribution of the compliance cost. Global
tech or corporate giants at the helm of these value chains should be nudged or regulated to co-
share the onus of greening their respective sectoral value chains by providing necessary support
to MSMEs at lower rungs. Based on global experiences, it is not an easy task but strengthening
our policy framework on corporate sustainability should help us move in the right direction.

Incentives and penalties should work in tandem to promote good behaviour. Taxation of
negative externalities and subsidisation or tax rebate on green investments can help nudge
SMEs to go beyond just compliance. Environment regulations can also be upgraded based on
risks posed by different sectors. However, these regulations need to be tested for their impact
on MSMEs before large-scale enforcement.

Research and Development (R&D), skill development programmes, and strengthening of
network linkages between research institutions, academia and MSMEs are required for enabling
greater access to local innovations, knowledge and skill sets that are otherwise inaccessible.
While this requirement is consistent across all sectors, sector-specific programmes for MSMEs
would be beneficial. Similarly, training and capacity building on managerial aspects such as risk
management and business development are crucial for encouraging MSMEs’ participation in
new markets for environment-friendly products.

Lastly, MSMEs cannot be responsive to India’s green growth ambitions if their survival is
consistently at stake either due to natural disasters or pandemics. To this end, there is a need to
focus on adaptation strategies that can help Indian MSMEs withstand and quickly recover from
such shocks. This is a multi-dimensional issue which requires continuous research, innovation in
risk financing products, awareness and training, and inclusion of MSME considerations in
national and state-level disaster and climate adaptation plans.

The writer is Manager (Climate Finance), Climate Resilience Practice programme, World
Resources Institute India. Vieware s personal

 The Indian Express is now on Telegram. Click here to join our channel (@indianexpress)
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PRIME MINISTER DEDICATES TO THE NATION THE
ATAL TUNNEL

Relevant for: Indian Economy | Topic: Infrastructure: Roads

Prime Minister Shri Narendra Modi dedicated to the nation the World’s longest Highway tunnel –
Atal Tunnel at its south portal in Manali, today.

The 9.02 Km long tunnel connects Manali to Lahaul-Spiti valley throughout the year. Earlier the
valley was cut off for about 6 months each year owing to heavy snowfall.

The Tunnel is built with ultra-modern specifications in the Pir Panjal range of Himalayas at an
altitude of 3000 Mtrs (10,000 Feet) from the Mean Sea Level (MSL).

The tunnel reduces the road distance by 46 Kms between Manali and Leh and the time by about
4 to 5 hours.

It has state of the art electromechanical systems including semi transverse ventilation, SCADA
controlled fire fighting, illumination and monitoring systems. The Tunnel has ample safety
features built into it.

Prime Minister Shri Modi travelled in the tunnel from the South Portal to the North Portal and
also visited the emergency egress tunnel that was built into the main tunnel itself. He also
witnessed a pictorial exhibition on “The Making of Atal Tunnel” on the occasion.

In his address, the Prime Minister termed the day as historic as it only fructifies the vision of the
former Prime Minister Atal Behari Vajpayee but also the decades old wish and dream of crores
of people from the region.

He said Atal Tunnel is going to be a lifeline for a large part of Himachal Pradesh as well as the
new Union Territory of Leh-Ladakh and would reduce the distance between Manali and Keylong
by 3-4 hours.

He added that now parts of Himachal Pradesh and Leh-Ladakh will always be connected with
the rest of the country and would witness speedier economic progress. 

He said farmers, horticulturalists and youth will now also have easy access to the capital of Delhi
and other markets.

The Prime Minister said that such border connectivity projects will also aid the security forces in
ensuring regular supplies to them and also in their patrolling.

The Prime Minister lauded the efforts of the engineers, technicians  and workers who risked their
lives in making this dream come true.

He said Atal Tunnel is also going to give new strength to India's border infrastructure and would
be a living proof of world-class border connectivity. He said despite the longstanding demand to
improve the infrastructure and overall development of the border areas, plans were made only to
languish for decades without any progress.

The Prime Minister said Atal ji laid the foundation of the approach road for this tunnel in 2002.
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He said after Atal ji's government, the work was so neglected that only 1300 metres i.e less than
1.5 Kms of tunnel could be built till 2013-14 i.e only about 300 metres each year.

Experts then explained that if it continued at that pace then the tunnel would be completed only
in 2040.

The Prime Minister said that the Government then fast tracked the project and the construction
went on at a speed of 1400 metres each year. He said the project could be completed in 6 years
where the estimate was 26 years.

He said infrastructure should be developed at a fast pace when the country needs to progress
economically and socially. Shri Modi said this needs unflinching political will and commitment for
the progress of the nation.

He said the delay in the completion of such important and major infrastructure projects causes
financial losses and deprives people of economic and social benefits,

He said in 2005, the estimated cost for the construction of the tunnel was about Rs. 900 crores.
But due to continuous delays, today it has been completed after spending more than 3 times i.e.
3200 crore rupees.

The Prime Minister said many important projects were meted out the same treatment as the Atal
Tunnel.

The strategically very important air strip in Ladakh as Daulat Beg Oldi remained uncompleted for
40–45 years though the Air Force wanted an air strip.

He said work on the Bogibeel Bridge also started during Atal ji's government but work on it
languished later. The Bridge provides key connectivity between Arunachal and the North East
region. He said the work gained unprecedented momentum after 2014 and was inaugurated
about two years ago on the occasion of Atal ji's birthday. 

He said Atal ji also laid the foundation stone of Kosi Mahasetu to connect two major regions of
Mithilanchal in Bihar. After 2014, the Government expedited the work of Kosi Mahasetu and the
bridge was inaugurated a few weeks ago.

The Prime Minister said the situation now changed and in the last six years the border
infrastructure - be it roads, bridges or tunnels- is being developed with full impetus and great
speed.

The Prime Minister said taking care of the needs of the security forces of the country is one of
the highest priorities of the government. But this was also compromised earlier and the interests
of the country's defence forces were compromised. 

He listed many initiatives of the Government to take care of the needs of the defence forces like
implementation of One rank One pension scheme, procurement of a modern fighter plane,
procurement of ammunition, modern rifles, bulletproof jackets, harsh winter equipment which
were laid on hold by the previous Government. He said governments earlier did not have the
political will to do so and said this situation is changing in the country today.

The Prime Minister said major reforms such as relaxation of FDI in Defence manufacture have
been made so as to produce modern weapons and ammunition in the country itself.
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The Prime Minister said reforms were initiated in the form of creation of the post of Chief of
Defence Staff and establishing a better coordination in both procurement and production as per
the requirements of the Defence forces.

He added that to match the rising global stature of India, the country has to improve its
infrastructure, its economic and strategic potential at the same speed.

The Prime Minister said the Atal Tunnel is a shining example of the country’s resolve to become
AatmaNirbhar (Self Reliant).

***

VRRK/AK

Prime Minister Shri Narendra Modi dedicated to the nation the World’s longest Highway tunnel –
Atal Tunnel at its south portal in Manali, today.

The 9.02 Km long tunnel connects Manali to Lahaul-Spiti valley throughout the year. Earlier the
valley was cut off for about 6 months each year owing to heavy snowfall.

The Tunnel is built with ultra-modern specifications in the Pir Panjal range of Himalayas at an
altitude of 3000 Mtrs (10,000 Feet) from the Mean Sea Level (MSL).

The tunnel reduces the road distance by 46 Kms between Manali and Leh and the time by about
4 to 5 hours.

It has state of the art electromechanical systems including semi transverse ventilation, SCADA
controlled fire fighting, illumination and monitoring systems. The Tunnel has ample safety
features built into it.

Prime Minister Shri Modi travelled in the tunnel from the South Portal to the North Portal and
also visited the emergency egress tunnel that was built into the main tunnel itself. He also
witnessed a pictorial exhibition on “The Making of Atal Tunnel” on the occasion.

In his address, the Prime Minister termed the day as historic as it only fructifies the vision of the
former Prime Minister Atal Behari Vajpayee but also the decades old wish and dream of crores
of people from the region.

He said Atal Tunnel is going to be a lifeline for a large part of Himachal Pradesh as well as the
new Union Territory of Leh-Ladakh and would reduce the distance between Manali and Keylong
by 3-4 hours.

He added that now parts of Himachal Pradesh and Leh-Ladakh will always be connected with
the rest of the country and would witness speedier economic progress. 

He said farmers, horticulturalists and youth will now also have easy access to the capital of Delhi
and other markets.

The Prime Minister said that such border connectivity projects will also aid the security forces in
ensuring regular supplies to them and also in their patrolling.

The Prime Minister lauded the efforts of the engineers, technicians  and workers who risked their
lives in making this dream come true.
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He said Atal Tunnel is also going to give new strength to India's border infrastructure and would
be a living proof of world-class border connectivity. He said despite the longstanding demand to
improve the infrastructure and overall development of the border areas, plans were made only to
languish for decades without any progress.

The Prime Minister said Atal ji laid the foundation of the approach road for this tunnel in 2002.
He said after Atal ji's government, the work was so neglected that only 1300 metres i.e less than
1.5 Kms of tunnel could be built till 2013-14 i.e only about 300 metres each year.

Experts then explained that if it continued at that pace then the tunnel would be completed only
in 2040.

The Prime Minister said that the Government then fast tracked the project and the construction
went on at a speed of 1400 metres each year. He said the project could be completed in 6 years
where the estimate was 26 years.

He said infrastructure should be developed at a fast pace when the country needs to progress
economically and socially. Shri Modi said this needs unflinching political will and commitment for
the progress of the nation.

He said the delay in the completion of such important and major infrastructure projects causes
financial losses and deprives people of economic and social benefits,

He said in 2005, the estimated cost for the construction of the tunnel was about Rs. 900 crores.
But due to continuous delays, today it has been completed after spending more than 3 times i.e.
3200 crore rupees.

The Prime Minister said many important projects were meted out the same treatment as the Atal
Tunnel.

The strategically very important air strip in Ladakh as Daulat Beg Oldi remained uncompleted for
40–45 years though the Air Force wanted an air strip.

He said work on the Bogibeel Bridge also started during Atal ji's government but work on it
languished later. The Bridge provides key connectivity between Arunachal and the North East
region. He said the work gained unprecedented momentum after 2014 and was inaugurated
about two years ago on the occasion of Atal ji's birthday. 

He said Atal ji also laid the foundation stone of Kosi Mahasetu to connect two major regions of
Mithilanchal in Bihar. After 2014, the Government expedited the work of Kosi Mahasetu and the
bridge was inaugurated a few weeks ago.

The Prime Minister said the situation now changed and in the last six years the border
infrastructure - be it roads, bridges or tunnels- is being developed with full impetus and great
speed.

The Prime Minister said taking care of the needs of the security forces of the country is one of
the highest priorities of the government. But this was also compromised earlier and the interests
of the country's defence forces were compromised. 

He listed many initiatives of the Government to take care of the needs of the defence forces like
implementation of One rank One pension scheme, procurement of a modern fighter plane,
procurement of ammunition, modern rifles, bulletproof jackets, harsh winter equipment which
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were laid on hold by the previous Government. He said governments earlier did not have the
political will to do so and said this situation is changing in the country today.

The Prime Minister said major reforms such as relaxation of FDI in Defence manufacture have
been made so as to produce modern weapons and ammunition in the country itself.

The Prime Minister said reforms were initiated in the form of creation of the post of Chief of
Defence Staff and establishing a better coordination in both procurement and production as per
the requirements of the Defence forces.

He added that to match the rising global stature of India, the country has to improve its
infrastructure, its economic and strategic potential at the same speed.

The Prime Minister said the Atal Tunnel is a shining example of the country’s resolve to become
AatmaNirbhar (Self Reliant).

***

VRRK/AK
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Source : www.livemint.com Date : 2020-10-05

CAN INDIA REPLACE CHINA AS THE WORLD’S
FACTORY?

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

India needs to embrace global value chains and remove regulatory barriers to take on China’s
mantle as the factory of the world

Chinese aggression in recent years has given new life to the Quadrilateral Security Dialogue or
“Quad"--a multilateral group comprising India, the US, Japan and Australia. The four nations,
which resumed dialogue after a decade-long hiatus in November 2017, have stepped up their
efforts to counter Chinese dominance in the Indo-pacific region.

The group is an important counterbalance to China’s growing aggression in the region, and is
perhaps a strategic necessity for India. But its capacity to provide an alternative to China in trade
is rather limited at the moment.

China continues to be the most important hub of global value chains. Japan, the US, Australia
are all dependent on supplies from China to manufacture products that they export.

India’s own dependence on China is significant. Over one-fourth of the value added in Indian
exports is contributed by China alone. This was not the case at the turn of the century. India’s
reliance on China has increased manifold over the past two decades.

This dependence hasn’t eased even in recent months. Even as Indian troops have been
engaged in a tense confrontation with China since April, the share of Chinese imports in India’s
trade basket has only gone up, despite the rhetoric of ‘self-reliance’. Imports from China
accounted for 14% of Indian imports in the fiscal year ending March 2020. So far this year, the
same share has gone up to 19%. Data on the share of Chinese value-add in Indian exports are
not yet available for the current year. Dependence on Chinese pharmaceuticals and safety kits
to battle the pandemic has meant that other quad members too have been heavily dependent on
Chinese imports this year.

“The quad cannot offer an economic alternative to the mighty Chinese economy as yet," said
Happymon Jacob, associate professor of disarmament studies at Jawaharlal Nehru University
(JNU). “These countries will have to continue to engage China economically even while seeking
to balance Chinese military power, and it is going to be a tough balancing act."

With covid-19 disrupting global supply chains, many multinational companies have been
considering shifting parts of their production platforms not away from China. But while there are
benefits to diversification, it is neither easy nor cheap. The covid recession has starved
companies of cash, and not many may be able to invest in other countries immediately.

We might see some relocation but that relocation may not be a large-scale one, said Amita
Batra, a trade economist at JNU. With wages increasing in China, some companies had started
looking for alternatives in other markets, even before the pandemic disrupted supply chains. But
those companies have moved elsewhere, not to India, Batra pointed out. To capitalize on the
opportunity, India needs to improve ease of doing business, and undertake reforms relating to
land, labour, and taxes, said Batra.

In the short run, it will be difficult for India, or any large economy, to decouple from China,

https://www.fitchsolutions.com/corporates/healthcare-pharma/covid-19-pandemic-exposed-over-reliance-china-pharmaceutical-raw-materials-26-05-2020
https://www.brookings.edu/blog/up-front/2020/05/11/fractured-global-value-chains-post-covid-19-can-india-gain-its-missed-glory/
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economists said. But over the long run, India has the potential to give China a run for its money.
There is a growing recognition, at least among the quad countries, on the need to economically
decouple from China, and India may stand to gain from such decoupling over time, said Jacob.

“China’s unique selling proposition is that it has the capacity to produce at a big scale at low
costs," said Biswajit Dhar, another trade economist at JNU. “The only country other than China,
that can produce at that kind of scale and at similar prices, is India. We are still a low cost
production centre."

Apart from the unease of doing business here, India’s deficits in physical and social
infrastructure pose a major challenge to realize such ambitions of being the next factory of the
world.

South Asia can become the next manufacturing powerhouse if it improves business climate,
links domestic firms to global value chains, and improves capabilities of workers and managers,
a 2017 World Bank report said.

Participation in global supply chains has two aspects: how much value a country contributes in
the making of foreign exports (forward participation) and how much it depends on foreign input
for production of its domestic exports (backward participation). While India has a relatively
higher backward participation due to high import dependence in many industries, its forward
linkages are much lower.

An analysis of data from the UNCTAD-EORA GVC database shows that not only has India’s
participation in global production declined since 2008, its gains from integration have also
declined. India is now using more high value inputs from abroad to produce its exports and
adding less value to the exports of other countries.

Efforts to reduce trade barriers, enhance infrastructure, and improve access to finance can aid
further integration with value chains. Some of the recent policies such as industrial corridors, de-
licensing, and the Make in India initiative, are steps in the right direction but have fallen short in
impact. Other policies such as the rise in tariff walls may have been counterproductive since
they ultimately end up hurting Indian industries by raising input costs.

Another challenge is the lack of enough lead firms, wrote Saon Ray and Smita Miglani in an
ICRIER working paper earlier this year. Lead firms, typically transnational corporations, create
networks by breaking down the production chain into distinct functions and locating them
wherever they can be carried out most effectively.

Tata Motors in the automobile sector and Reliance in the petrochemicals sector, for instance,
play key roles in transferring technology, establishing supply chains, and attracting foreign
investment, according to Ray and Miglani. But India, in general, has very few such sectoral lead
firms. Skill shortage, lack of access to finance, regulatory uncertainties all prevent lead firms
from developing in India.

Deeper domestic policy reforms with focused attention on ease of doing business, efficient
logistics and infrastructure will be needed to make Indian firms more competitive before they can
start producing for the world.

This is the concluding part of a two-part series on trade and cross-border flows in the post-covid
world. The first part examined the implications of India’s restrictions on Chinese tech firms.
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Source : www.thehindu.com Date : 2020-10-06

FARM ACTS – UNWANTED CONSTITUTIONAL
ADVENTURISM

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

The passage of the three Farm Acts by Parliament has led to a constitutional debate. These
Acts are: the Farmers’ Produce Trade and Commerce (Promotion and Facilitation) Act, 2020;
the Farmers (Empowerment and Protection) Agreement on Price Assurance and Farm Services
Act, 2020, and the Essential Commodities (Amendment) Act, 2020. Does the Union government
have the authority to legislate on what are rightfully the affairs of States? Many States have
questioned the constitutional validity of the Farm Acts and are reportedly exploring legal options.

Also read: Javadekar takes ‘middlemen’ jibe at parties opposing farm laws

Agriculture is a State subject in the Constitution, listed as Entry 14 in the State List (List II). This
apart, Entry 26 in List II refers to “trade and commerce within the State”; Entry 27 refers to
“production, supply and distribution of goods”; and Entry 28 refers to “markets and fairs”. For
these reasons, intra-State marketing in agriculture was always considered a legislative
prerogative of States.

Also read: ‘Farm laws will benefit corporate firms only’

Seen in this perspective, Parliament’s passage of the Farm Bills was an extraordinary step. For
this purpose, the central government invoked Entry 33 in the Concurrent List (List III). Entry 26
and 27 in List II are listed as “subject to the provisions of Entry 33 of List III”. Entry 33 in List III is
the following: 33. Trade and commerce in, and the production, supply and distribution of, — (a)
the products of any industry where the control of such industry by the Union is declared by
Parliament by law to be expedient in the public interest, and imported goods of the same kind as
such products; (b) foodstuffs, including edible oilseeds and oils; (c) cattle fodder, including
oilcakes and other concentrates; (d) raw cotton, whether ginned or unginned, and cotton seed;
and (e) raw jute.

Entry 33, in its present form, was inserted in List III through the Constitution (Third Amendment)
Act, 1954. That its import was significant is clear in the heated constitutional debates around the
Amendment. After tabling in the house, the Constitution (Third Amendment) Bill was referred to
a Joint Committee. In the Joint Committee, there was severe opposition to the Bill from seven
members: N.C. Chatterjee, K.S. Raghavachari, A. Krishnaswamy, Parvathi Krishnan, Bimal
Commar Ghosh, V. Venkataramana and Harish Chandra Mathur. In the final report, these
members also wrote an important note of dissent.

The contention of the dissent was the following. As per Article 369 in the original version of the
Constitution, the responsibility of agricultural trade and commerce within a State was temporarily
entrusted to the Union government for a period of five years beginning from 1950. The 1954
Amendment attempted to change this into a permanent feature in the Constitution. But
according to the dissenting members, “the Constitution makers did not desire to place matters
enumerated in Article 369 in the Concurrent List”. If indeed they were placed in List III, “State
autonomy would be rendered illusory and State powers and rights would be progressively
pulverised…”, and “…the legislative authority of State legislatures is pro tanto abrogated”. As a
result, the Amendment would be “…permanently depriving the State legislatures from effectively
exercising their legislative judgement in respect of certain vital matters….”

http://164.100.47.4/BillsTexts/LSBillTexts/PassedLoksabha/113_2020_LS_Eng.pdf
http://agricoop.nic.in/sites/default/files/Guidelines%20for%20Farming%20Agreement_0.pdf
http://agricoop.nic.in/sites/default/files/Guidelines%20for%20Farming%20Agreement_0.pdf
https://consumeraffairs.nic.in/sites/default/files/file-uploads/essential-commodities-order/EC_Ordinance.pdf
https://www.thehindu.com/news/national/javadekar-takes-middlemen-jibe-at-parties-opposing-farm-laws/article32764862.ece
https://www.thehindu.com/news/national/andhra-pradesh/farm-laws-will-benefit-corporate-firms-only/article32747634.ece
https://www.thehindu.com/news/national/andhra-pradesh/farm-laws-will-benefit-corporate-firms-only/article32747634.ece
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Parliament discussed the Bill in September 1954. In his opening speech, Minister for Commerce
and Industry T.T. Krishnamachari clarified that the Amendment was required because many
States were deficit in food production, and the Centre had to “safeguard the interests of the
weaker units in the Union”. His point was that it was the adverse food situation in the country
that necessitated the Amendment.

But many eminent Opposition members were not impressed, and pointed to the spirit of the
dissent note. In their eloquent elaborations, Asoka Mehta and K.K. Basu argued that States
such as Bihar, Bombay, Travancore-Cochin and Assam had explicitly opposed the Bill. Basu
said that Article 369 was retained as a temporary feature in the Constitution because “the
situation in the country [after 1947] was abnormal” and “the food situation was very bad.…” But
the Constitution-makers knew that the situation would return to “normal” in a few years. That
was why they did not vest the listed powers with the Centre for more than five years. Hence, its
conversion into a permanent provision was unwarranted.

Asoka Mehta warned that if the Centre truly wanted control on trade and commerce in States,
then, over time, it would also want to have “control over crop planning and cultivation”. Thus, the
Bill would lead to “an expanding encroachment on the rights of the States”; “a progressive
erosion of State powers”; and “the possibility of side stepping of democratic processes”.
According to K.K. Basu, “passage of the Bill would transform the Indian Constitution into a
“unitary Constitution” instead of a “federal Constitution” and reduce “all the States’ powers into
municipal powers”. A “reactionary legislation” was being introduced as “an innocuous piece of
legislation”.

Notwithstanding the strong dissenting voices, the Bill was passed. But history appears to have
proven the dissenters right. In September 2020, the same Entry 33 was invoked to usurp the
same powers of the States that the dissenters feared would be taken away.

In many of its judgments after 1954, the Supreme Court of India has upheld the legislative
powers of States in intra-State agricultural marketing. Most notable was the ruling of the five-
judge Constitution Bench in I.T.C. Limited vs. Agricultural Produce Market Committee (APMC)
and Others, 2002. The Tobacco Board Act, 1975 had brought the development of the tobacco
industry under the Centre. However, Bihar’s APMC Act continued to list tobacco as an
agricultural produce. In this case, the question was if the APMC in Monghyr could charge a levy
on ITC for the purchase of unprocessed tobacco leaves from growers. An earlier judgment had
held that the State APMC Act will be repugnant to the Central Act, and hence was ultra vires.

But the Constitution Bench upheld the validity of the State APMC Act, and ruled that (a) market
fees can be charged from ITC under the State APMC Act; (b) State laws become repugnant only
if the State and Centre enact laws on the same subject matter under an Entry in List III; and (c)
in those cases outside List III, one has to first examine if the subject matter was an exclusive
entry under List I or List II, and only after determining this can one decide on the dominant
legislation that would prevail. In the case of the Farm Acts of 2020, the applicable points are (a)
and (c). With regard to (a), States could continue to charge mandi taxes from private markets
anywhere in the notified area regardless of the Central Act. With regard to (c), the State
legislation should prevail as agriculture is an exclusive subject matter — Entry 14 – in List II.

In summary, first, it was unwise on the part of the Centre to use Entry 33 in List III to push the
Farm Bills. Such adventurism weakens the spirit of federal cooperation that India needs in this
hour of crisis. Second, agriculture is exclusively a State subject. Everything that is ancillary or
subsidiary to an exclusive subject in List II should also fall under the exclusive legislative
purview of States. Most importantly, Entry 28 in List II — i.e., “markets and fairs” — is not
subject to Entry 33 in List III. In short, there appears to be a strong case to reasonably argue

https://eparlib.nic.in/bitstream/123456789/55730/1/lsd_01_07_22-09-1954.pdf
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that the Farm Acts have poor legal validity, if not being outrightly unconstitutional.

R. Ramakumar is Professor, Tata Institute of Social Sciences, Mumbai
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INDIA'S EXTERNAL ACCOUNT POSITION BEST SINCE
MANMOHAN SINGH OPENED UP THE ECONOMY
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign Capital, Foreign Trade

& BOP

MUMBAI: India’s external account is seeing its best year since the balance of payments (BoP)
crisis in 1991 as Covid-induced shutdown slowed import demand from the manufacturing sector
while the services sector performed well; that funded imports without the use of capital flows.

Of the $28 billion added to India’s foreign exchange reserves during April-June, $20 billion is
through export earnings, while $8 billion got added on account of valuation gains, the Reserve
Bank of India (RBI) data shows. For the first time since liberalisation the current account inflows
alone have added to the forex kitty in any quarter while historically it was the capital flows in the
form of portfolio investments or external borrowings that did so.

While the positive external data has helped the Indian Rupee remain stable and boost the
foreign exchange reserves, it has also raised questions whether it is a one-off event triggered by
the collapse in demand in the economy, or a shift in the economy with falling gold imports and
substitution by domestic manufacturing.

“A current account surplus in FY21 cannot be ruled out on subdued economic recovery,’’ said
Anubhuti Sahay, head of South Asia economic research, Standard Chartered Bank. “However,
persistent moves towards such a norm would require significant ramping up of domestic
manufacturing capabilities, clarity on which can emerge only in the medium term. Extrapolating a
trend from a quarter which was struck by an unprecedented shock in our view is unlikely to give
an indication of a structural shift.”

India has been vulnerable to global shocks – be it a financial meltdown, taper tantrum or oil
prices spike forcing the government to come up with measures to shore up investor confidence.
But this time the currency has held stable, foreign exchange reserves rose to a record. However,
it may be due to the weakness in the economy rather than the strength.

“Hopefully, the current surplus in the merchandise trade will sustain through higher exports in
the coming months, following the policy measures like Production Linked Incentives scheme,”
said Saugata Bhattacharya, chief economist at Axis Bank. “However, in the last quarter, the
lower imports were largely due to weaker domestic demand, which is likely to gradually reverse,
as demand normalises. India also continues to attract FDI flows, showing it remains an attractive
investment destination. These evolving changes will need a calibration of RBI reserve
management policies and processes to deal with higher future BOP surpluses.”

India’s merchandise imports in the quarter fell 52% to $62.3 billion from $129.5 billion in the
year-ago period mainly due to subdued gold imports that fell 94% and lower crude oil prices. At
the same time, exports of services including other invisibles fell marginally by 6% to 29.8 billion
from $31.8 billion a year ago.

“Sharp reduction in the merchandise trade deficit (lower imports versus exports) was the main
raison d’etre for the better math, which in turn reflects weak domestic demand due to the
lockdown, along with weak commodity demand/prices,” said Radhika Rao, India economist at
Singapore-based DBS. “One silver lining was the resilience in services trade receipts due to
higher software exports, which only moderated marginally despite the pandemic, reinforcing
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FINANCE MINISTER PUSHES FOR REGIONAL
LANGUAGES IN INDIAN BANKING

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

Sitharaman was speaking on Thursday at the virtual launch of a uniform training programme,
including modules on preventive vigilance, for induction and mid-level training for officers of
public sector banks (PSBs)

Mumbai: Indian state-owned lenders should consider focusing on regional languages for better
customer service, especially in areas where people are not conversant with Hindi, said finance
minister Nirmala Sitharaman.

Sitharaman was speaking on Thursday at the virtual launch of a uniform training programme,
including modules on preventive vigilance, for induction and mid-level training for officers of
public sector banks (PSBs).

She said that while banking recruitments allow candidates from across the country to join, there
is a need for bankers to know the local language of area they are posted in.

“In some pockets where Hindi does not work, we need to have a cadre of people who will have
to understand the language of the state in which their first posting happens," said Sitharaman.

She said that officers of the Indian Administrative Service (IAS) learn the language of the state
cadre to which they get attached to and the Indian Foreign Service (IFS) also allows their cadres
to choose one foreign language.

“After all, if we want to compare ourselves to an all-India service, language is one of the things
on which focus has to be given," said Sitharaman, adding that it is important for new recruits to
voluntarily decide on one regional language in which they would want to specialise.

If you choose Hindi, very well, but if it is some other language, he or she should ideally be given
an exposure in the state where that language is spoken, she said.

“Of course, in the long-run this will have a bearing on recruitments also," she added.

The minister said bankers recruited from a particular state, should as much as possible, be
deployed in that state. In case there is a surplus from that state, recruits can be moved to any
other state.

“If they are unable to speak the language, it is not an all-India service at all," said Sitharaman.

She explained that not being able to communicate in the local language strikes a discordant
note, since at the branch level, bankers are constantly in touch with customers.

“We cannot impose a particular language on them (customers). After all they are dealing in their
own money and coming to you (bank) for business and if we cannot communicate with them like
the way they should be, that will be a big handicap in our service," the minister told bankers,
adding that banking services need to be professional, robust and sensitive to the people whose
money it is handling.
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RBI POSITIVE PAY TO ADD LAYER AGAINST CHEQUE-
RELATED FRAUDS

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

The Positive Pay facility is being developed by the National Payments Corp. of India (NPCI)

To reduce cheque-related frauds, the Reserve Bank of India (RBI) has asked banks to
implement a system called Positive Pay from January 2021. The system adds an extra layer of
security.

“The system acts against cheque frauds where the cheque leaf and signature are genuine but a
fraudster alters cheque details," said Bharat Panchal, chief risk officer, India, Middle East and
Africa, FIS, a technology company that focuses on financial services sector.

It is optional for banks to implement the system mandatorily or leave it to the customer’s
discretion. “While availing of this facility is at the discretion of the account holder, banks may
consider making it mandatory in case of cheques for amounts of 5 lakh and above," according to
the RBI notification.

The Positive Pay facility is being developed by the National Payments Corp. of India (NPCI).

How does it work?

Customers simply have to share the details of the cheques they issue with the bank. Before
making the payment against the cheque, banks will match the details on the cheque with those
provided by the customer.

According to the RBI’s notification, the issuer of the cheque will submit the details electronically,
through channels such as SMS, mobile app, internet banking, ATM and so on. Some banks
such as IDBI Bank have already started encouraging customers to use this feature. According to
the bank’s website, customers can update details of cheques via IDBI Bank’s GO Mobile+ app.

Customers will need to enter details such as name of the person or organization to whom the
cheque is issued, the amount, the cheque number and the date of issuance.

Once the customer shares the details, banks’ system will upload the data into a centralized data
system. On receiving the cheque, the bank will verify the details from the central database. The
system allows banks to authenticate the cheque twice—once by matching the signature of the
issuer and then by cross checking the details.

Cheques already have security features such as watermark, logo, pantographic image, serial
number, account number and features that are not visible under normal light.

The advantage

The key advantage of the system is fraud prevention. “Positive Pay works as an insurance for
customers. If an account holder shares the details of the issued cheque and his bank still clears
a fraudulent cheque, the onus is on the bank and not on the customer," said Panchal.

Typically, when a fraudulent transaction happens through cheques, it is difficult to put the onus

https://www.livemint.com/technology/tech-news/artificial-intelligence-can-play-critical-role-in-fraud-detection-in-banking-11601997193293.html


Page 23

cr
ac

kIA
S.co

m

either on the customers or banks. Banks, typically, don’t take responsibility, if the signature and
cheque leaf are genuine. If a beneficiary alters the cheque, banks usually attribute it as the
account holder’s negligence.

Even if your bank doesn’t make the Positive Pay system mandatory, opt for it to avoid falling
victim to banking fraud.
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REFORMS INTRODUCED IN THE THREE LABOUR
CODES WILL HELP TO BUILD A FUTURE OF WORK
THAT IS SAFER, FAIRER

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

The economic crisis created by the pandemic has threatened the long-term business
sustainability and livelihood of millions of workers around the world. The situation demands a
job-rich approach, backed by stronger employment policies and institutions, better resources,
comprehensive social protection systems and international cooperation. The three labour codes,
passed by Parliament after years of stakeholder consultations, replace many old laws and could
be transformational in their potential impact.

Governments, workers and employers need to play a crucial role in combating the outbreak,
ensuring the safety of individuals and the sustainability of businesses and jobs. Reforms that
ensure the smooth working of business enterprises and the health and safety of every worker
were truly the need of the hour.

Most of the enterprises in India stay small for years in terms of the number of people employed
in comparison to the other countries. The compliance burden on establishments has always
been a roadblock in creating employment opportunities. The Industrial Relations Code 2020
addresses the matter of expansion of firms by increasing the threshold for retrenchment/closure
or lay-off without requiring government approval, from 100 to 300 workers. In 2014, Rajasthan
had addressed this by increasing the threshold of taking prior permission of the government
before retrenchment. The reform has helped firms to set up larger operations in Rajasthan, that
is, with more than 100 employees, and the same amendment was followed by 15 states.

Opinion | There is much in the labour codes that needs to be discussed and debated

Considering the unpredictable fluctuations of the global market, there are many jobs where
employees are required for a few months such as infrastructure projects, textiles and garments,
food and agro-processing, etc. An adjustable framework is required for hiring workers that can
adapt to the market changes. The contractual employment workforce is quite often exploited
with respect to wages, social security, and working conditions as well as welfare facilities.

Fixed Term Employment is an intervention to enable the hiring of employees directly instead of
hiring through contractors, which will ensure flexibility. For employees, all statutory entitlements
and service conditions equivalent to those of a regular employee have now been made
applicable. The Code on Industrial Relations also extends the benefit of gratuity even for an FTE
contract of one year, which is five years in the case of regular employees.

Due to the changing nature of work, there is a strong need to strengthen employment and social
protection systems. The inclusion of the gig and platform workers in the Social Security Code
2020 is a step towards strengthening the formal economy. The provision for insurance coverage
has been extended to plantation workers, and free annual health check-ups and a bipartite
safety committee has been introduced for establishments such as factories, mines and
plantation sectors in place of hazardous factories. The ESIC and EPFO requirements will now
apply to establishments employing less than 10 and 20 workers respectively on a volunteer
basis.

https://indianexpress.com/article/explained/pandemic-explained-who-novel-coronavirus-covid19-what-is-a-pandemic-6309727/
https://indianexpress.com/article/opinion/columns/economic-crisis-migrant-labour-bills-covid-19-change-6671565/
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Falling women’s workforce participation in India has been a matter of concern for a long time.
Female labour force participation is a driver of growth and, therefore, participation rates indicate
the potential for a country to grow more rapidly. The new Code ensures the employment of
women in night shifts for all types of work.

Editorial | Especially at a time of acute economic distress, concerns of workers must be
placed at centre of labour law changes

The Occupational Health, Safety & Working Conditions Code expands the definition of a migrant
worker, which includes workers who would be directly employed by the employer besides those
employed through a contractor. Further, it has also been made possible that a migrant, who
comes on his own to the destination state, can declare himself a migrant worker by registering
on an electronic portal based on self-declaration seeded with Aadhaar. Registration on the portal
has been simplified and there is no requirement of any other document except Aadhaar. For de-
licencing/de-registration, it is mandated to notify registering officers about the closure of their
establishment and certify payment of dues to all employed workers, which will ensure that
workers will not be exploited even during the closure of the concerned establishment. The
introduction of a concept of conducting web-based inspections can be seen as an attempt of
matching corporate needs in the digital world.

Under Industrial Relations Code 2020, the provision for a 14-day notice period before strikes
and lockdowns would allow both workers and employers to attempt resolving the issues. The
codes also promote lifelong learning mechanism through the introduction of a reskilling fund.
The lifelong learning opportunity is provided to match the evolving skill sets required for
technology and process changes.

CII believes that the reforms introduced in the three labour codes — the Code on Occupational
Health & Safety, Social Security Code and Industrial Relations Code — are progressive. Beyond
the current recovery, they will help to build a future of work that is safer, fairer, greener and more
resilient. The reform measures address basic needs — to revive the economy and tackle
barriers in the expansion of firms. Moreover, they promote the employment of women as well as
reskilling of the workforce for the deployment of migrants.

This article first appeared in the print edition on October 7, 2020 under the title
“Progressive code”. The writer is vice president, Confederation of Indian Industry

 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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CABINET APPROVES ‘NATURAL GAS MARKETING
REFORMS’

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

The Cabinet Committee on Economic Affairs chaired by the Prime Minister Shri Narendra Modi
has approved ‘Natural Gas Marketing Reforms’, taking another significant step to move towards
gas based economy. The objective of the policy is to prescribe standard procedure to discover
market price of gas to be sold in the market by gas producers, through a transparent and
competitive process, permit Affiliates to participate in bidding process for sale of gas and allow
marketing freedom to certain Field Development Plans (FDPs) where Production Sharing
Contracts already provide pricing freedom.

The policy aims to provide standard procedure for sale of natural gas in a transparent and
competitive manner to discover market price by issuing guidelines for sale by contractor through
e-bidding. This will bring uniformity in the bidding process across the various contractual
regimes and policies to avoid ambiguity and contribute towards ease of doing business.

The policy has also permitted Affiliate companies to participate in the bidding process in view of
the open, transparent and electronic bidding. This will facilitate and promote more competition in
marketing of gas. However, rebidding will have to be done in case only affiliates participate, and
there are no other bidders.

The policy will also grant marketing freedom to the Field Development Plans (FDPs) of those
Blocks in which Production Sharing Contracts already provide pricing freedom.

These reforms will build on a series of transformative reforms rolled out by the Government in
last several years. These reforms in gas sector will further deepen and spur the economic
activities in the following areas:

The Government has taken transformative reforms in the upstream sector with a view to make
investment easier focusing on ease of doing business. The Open Acreage Licensing Policy
(OALP) which is investor driven acreage auction process, has increased substantial acreages in
the country. No blocks were allocated between 2010 and 2017 which has impacted the long
term viability of the domestic production. Since 2017 more than 1.6 lakh sq.km area under 105
exploration blocks have been allocated. This will ensure sustainability of the domestic production
in long run.

Government brought a series of reforms in Gas sector and as a result investment of more than
Rs. 70,000 crore is being made in the East coast. Gas production from East coast will contribute
to Atmanirbhar Bharat by meeting increasing energy needs of the country.

In February 2019, Government implemented major reforms in upstream sector and brought
paradigm shift by focusing on production maximization. Acreages under OALP rounds are being
allocated based on work programme only in Cat II and Cat III basins.

The domestic gas production has complete marketing and pricing freedom. All discoveries and
field development plans approved after 28 Feb, 2019 have complete market and pricing
freedom.

*****
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The Cabinet Committee on Economic Affairs chaired by the Prime Minister Shri Narendra Modi
has approved ‘Natural Gas Marketing Reforms’, taking another significant step to move towards
gas based economy. The objective of the policy is to prescribe standard procedure to discover
market price of gas to be sold in the market by gas producers, through a transparent and
competitive process, permit Affiliates to participate in bidding process for sale of gas and allow
marketing freedom to certain Field Development Plans (FDPs) where Production Sharing
Contracts already provide pricing freedom.

The policy aims to provide standard procedure for sale of natural gas in a transparent and
competitive manner to discover market price by issuing guidelines for sale by contractor through
e-bidding. This will bring uniformity in the bidding process across the various contractual
regimes and policies to avoid ambiguity and contribute towards ease of doing business.

The policy has also permitted Affiliate companies to participate in the bidding process in view of
the open, transparent and electronic bidding. This will facilitate and promote more competition in
marketing of gas. However, rebidding will have to be done in case only affiliates participate, and
there are no other bidders.

The policy will also grant marketing freedom to the Field Development Plans (FDPs) of those
Blocks in which Production Sharing Contracts already provide pricing freedom.

These reforms will build on a series of transformative reforms rolled out by the Government in
last several years. These reforms in gas sector will further deepen and spur the economic
activities in the following areas:

The Government has taken transformative reforms in the upstream sector with a view to make
investment easier focusing on ease of doing business. The Open Acreage Licensing Policy
(OALP) which is investor driven acreage auction process, has increased substantial acreages in
the country. No blocks were allocated between 2010 and 2017 which has impacted the long
term viability of the domestic production. Since 2017 more than 1.6 lakh sq.km area under 105
exploration blocks have been allocated. This will ensure sustainability of the domestic production
in long run.

Government brought a series of reforms in Gas sector and as a result investment of more than
Rs. 70,000 crore is being made in the East coast. Gas production from East coast will contribute
to Atmanirbhar Bharat by meeting increasing energy needs of the country.

In February 2019, Government implemented major reforms in upstream sector and brought
paradigm shift by focusing on production maximization. Acreages under OALP rounds are being
allocated based on work programme only in Cat II and Cat III basins.

The domestic gas production has complete marketing and pricing freedom. All discoveries and
field development plans approved after 28 Feb, 2019 have complete market and pricing
freedom.

*****
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Source : www.livemint.com Date : 2020-10-11

INDIA TO SURPASS JAPAN TO BECOME THE THIRD
LARGEST ECONOMY BY 2050

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

The Indian economy is set to become the third largest in the world behind China and the US by
2050 and retain the same position in 2100, a study published in the medical journal Lancet
found by translating working age population of countries into scenarios for total GDP.

Taking 2017 as the base year when India was the seventh largest economy, the Lancet paper
said India will move up to become the fourth largest economy behind the US, China, Japan by
2030 and subsequently will overtake Japan in 2050. India is currently the fifth largest economy
in the world, closely followed by France and UK.

Indian government’s aspirations are also on similar line. Niti Aayog vice chairman Rajiv Kumar in
May this year said India should aspire to become the 3rd largest economy by 2047. However,
the current estimates are less optimistic compared to some earlier projections, possibly
reflecting the economic slowdown due to the coronavirus pandemic. A study by Japan Centre for
Economic Research in December last year, just before the outbreak of the pandemic said India
would surpass Japan to become the third largest economy by 2029. Indian government’s own
ambitious target to become a $5 trillion economy by 2025 is also set to be missed post the
pandemic.

The Lancet paper warned that there would be huge declines in working age population in China
and India, alongside steady increases in Nigeria, though India would maintain the top position.
“By 2100, India was forecasted to still have the largest working-age population in the world,
followed by Nigeria, China, and the USA. In our reference scenario, despite fertility rates lower
than the replacement level, immigration sustained the US workforce," it added.

Other countries bolstered by immigration that rose up in the global rankings by GDP were
Australia and Israel. Despite huge declines in population forecasted this century, the paper said
Japan will remain the fourth-largest economy in 2100.

The key findings of the paper suggest that continued trends in female educational attainment
and access to contraception will hasten declines in fertility and slow population growth. “A
sustained TFR (total fertility rate) lower than the replacement level in many countries, including
China and India, would have economic, social, environmental, and geopolitical consequences.
Policy options to adapt to continued low fertility, while sustaining and enhancing female
reproductive health, will be crucial in the years to come," it said.

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.
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Source : www.livemint.com Date : 2020-10-11

INDIA TO HAVE HIGHEST WORKING AGE POPULATION
BY 2100: LANCET

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

India is estimated to have the largest working-age population by 2100, followed by Nigeria,
China and the US, despite a huge decline in the number of workers, according to a study
published in Lancet recently.

Huge declines in the number of workers are seen in China and India by researchers who
projected the number of working-age individuals (aged between 20 and 64 years) for the 10
largest countries by population in 2017.

The researchers estimated the population from 2018 to 2100 for 195 countries and territories
with the standard cohort-component method of projection using estimates from the Global
Burden of Diseases, Injuries, and Risk Factors Study (GBD) 2017.

Global population will peak in 2064 at 9·73 billion and then decline to 8·79 billion in 2100,
considering statistical models of fertility, mortality and migration, the study said.

India, Nigeria, China, the US and Pakistan are likely to be the five largest countries by
population in 2100, the study added.

By 2050, 151 countries are projected to have a total fertility rate (TFR)—the average number of
children born per woman—lower than the replacement level (TFR <2·1), and 183 nations will
have a TFR lower than replacement by 2100, the study said.

“Replacement level fertility" is the total fertility rate at which a population replaces itself from one
generation to the next, without migration. This rate is roughly 2.1 children per woman for most
countries, although it may vary with mortality rates.

Between 2017 and 2100, the study said, 23 countries, including Japan, Thailand, and Spain, are
projected to have population declines greater than 50%. China, whose population is expected to
decline by 48%, is projected to become the largest economy by 2035 before the US overtakes it
in 2098.

The authors said the findings suggest continued gains in female literacy and access to
contraception will hasten declines in fertility and slow down population growth.

A sustained TFR lower than the replacement level in many countries, including China and India,
will have economic, social, environmental, and geopolitical consequences. Policy options to
adapt to continued low fertility, while sustaining and enhancing female reproductive health, will
be crucial in the years to come, the study added.

“In our model, in a population where all females have 16 years of education and 95% of females
have access to contraception, the global TFR was projected to converge at 1·41," said the
study.

“One important determinant of population growth is the rate of fertility decline in high-fertility
countries, particularly those in sub-Saharan Africa. This rate of decline was driven largely by
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improvements in access to education and modern contraceptives," said the study.

Calling a decline in total world population in the latter half of the century as potentially “good
news" for the global environment, the study said, fewer people on the planet in every year
between now and 2100 than the number forecasted by the UNPD would mean less carbon
emission, less stress on global food systems, and less likelihood of transgressing planetary
boundaries,

However, despite lower population, environmental and climate change might still have major and
serious consequences in the intervening years unless preventive action and mitigation is
vigorously pursued, the study said.

The researchers projected that 118 of 195 countries and territories will have net migration rates
between 1 and 1 per 1,000 population in 2100, with an additional 44 countries having net
migration rates between 2 and 2 per 1,000.

The countries with the largest immigration forecasts in absolute numbers in 2,100 are the US,
India, and China, whereas emigration was projected to be highest in Somalia, the Philippines,
and Afghanistan, the study said. Net immigration rates are likely to be the highest in Canada,
Turkey, and Sweden, whereas emigration rates will be at the highest in El Salvador, Samoa, and
Jamaica, it said.

DR Congo, Pakistan, India, and Indonesia are forecasted to have the lowest life expectancies
among the 1large countries, ranging from 76·9 years in DR Congo to 79·5 years in Indonesia.
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Source : www.pib.gov.in Date : 2020-10-13

UNION FINANCE MINISTER ANNOUNCES STIMULUS TO
BOOST DEMAND IN THE ECONOMY: HIGHLIGHTS

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

Mumbai / New Delhi, 12 October 2020

1) Measures to Stimulate Consumer Spending

Proposals to stimulate consumer spending has two components

LTC Cash Voucher Scheme

Special Festival Advance Scheme

1A) LTC Cash Voucher Scheme

Under LTC Cash Voucher Scheme, the Government has decided to give cash payment to employees in lieu
of one LTC during 2018-21, in which full payment on Leave encashment and tax-free payment of LTC fare in
3 flat-rate slabs depending on class of entitlement will be given. An employee, opting for this scheme, will be
required to buy goods / services worth 3 times the fare and 1 time the leave encashment before 31st March
2021.The items bought should be those attracting GST of 12% or more. Only digital transactions are allowed,
GST Invoice to be produced.

The biggest incentive for employees to avail the LTC Cash Voucher Scheme is that in a four-year block
ending in 2021, the LTC not availed will lapse, instead, this will encourage employees to avail of this facility to
buy goods which can help their families.

Estimated cost of LTC Cash Voucher Scheme: For Central govt. :  5,675 crore; for PSBs & PSUs:  1,900
crore.

Tax concessions for LTC tickets available for state govt. & private sector too, if they choose to give such
facility, these employees too can benefit

Indications are that savings of govt. and organized sector employees have increased, we want to
incentivize such people to boost demand for the benefit of the less fortunate. On a conservative basis,
we expect the LTC Cash Voucher Scheme to generate additional consumer demand in the range of 
28,000 crore.

– Union Finance Minister Smt. Nirmala Sitharaman

1B) Special Festival Advance Scheme

Special Festival Advance Scheme which was meant for non-gazetted government employees is being revived
as a one-time measure, for gazetted employees too. All central govt. employees can now get interest-free
advance of Rs. 10,000, in the form of a prepaid RuPay Card, to be spent by March 31, 2021.

The one-time disbursement of Special Festival Advance Scheme is expected to amount to Rs. 4,000 crore; if
given by all state governments, another Rs. 8,000 crore is expected to be disbursed. Employees can spend
this on any festival.

2) Measures to Stimulate Capital Expenditure

2A) Capital Expenditure Boost for States

A special interest-free 50-year loan to states is being issued, for  12,000 crore capital expenditure
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 200 crore each for 8 North East states

 450 crore each Uttarakhand, Himachal

 7,500 crore for remaining states, as per share of Finance Commission’s devolution

All the above interest-free loans given to states are to be spent by March 31, 2021; 50% will be given initially,
remaining upon utilization of first 50%.

Under Part 3 of  12,000 crore interest-free loans to states,  2,000 crore will be given to those states which
fulfill at least 3 out of 4 reforms spelled out in Aatma Nirbhar Bharat package. This is over and above other
borrowing ceilings.

Capital expenditure - money spent on infrastructure and asset creation - has a multiplier effect on the
economy, it not only improves current GDP but also future GDP, we want to give a new thrust to
capital expenditure of both states and Centre

– Union Finance Minister Smt. Nirmala Sitharaman

2B) Capital Expenditure Boost for the Centre

Additional budget of  25,000 crore (in addition to  4.13 lakh crore given in Budget 2020-‘21) is being provided
for capital expenditure on roads, defence, water supply, urban development and domestically produced capital
equipment.

The proposals to stimulate demand are designed to stimulate demand in a fiscally prudent way - some
of them involve advancing of expenditure, with offsetting changes later - others are directly linked to
increasing GDP

– Union Finance Minister Smt. Nirmala Sitharaman

Estimated Impact of Stimulus Measures

We estimate that the measures announced today, for boosting consumer spending and capital expenditure,
will boost demand by  73,000 crore, to be spent by March 31, 2021. Given that private sector spending
through LTC tax benefit would be at least  28,000 crore, we estimate total demand boost due to today's
measures to be more than  1 lakh crore.

If demand goes up based on the stimulus measures announced today, it will have an impact on those people
who have been affected by COVID-19 and are desperately looking for demand to keep their business going.

– Union Finance Minister Smt. Nirmala Sitharaman

The presentation given by Union Finance Minister can be accessed here.

 

 

* * *

DJM/PIB Mumbai/DR
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Mumbai / New Delhi, 12 October 2020

1) Measures to Stimulate Consumer Spending

Proposals to stimulate consumer spending has two components

LTC Cash Voucher Scheme

Special Festival Advance Scheme

1A) LTC Cash Voucher Scheme

Under LTC Cash Voucher Scheme, the Government has decided to give cash payment to employees in lieu
of one LTC during 2018-21, in which full payment on Leave encashment and tax-free payment of LTC fare in
3 flat-rate slabs depending on class of entitlement will be given. An employee, opting for this scheme, will be
required to buy goods / services worth 3 times the fare and 1 time the leave encashment before 31st March
2021.The items bought should be those attracting GST of 12% or more. Only digital transactions are allowed,
GST Invoice to be produced.

The biggest incentive for employees to avail the LTC Cash Voucher Scheme is that in a four-year block
ending in 2021, the LTC not availed will lapse, instead, this will encourage employees to avail of this facility to
buy goods which can help their families.

Estimated cost of LTC Cash Voucher Scheme: For Central govt. :  5,675 crore; for PSBs & PSUs:  1,900
crore.

Tax concessions for LTC tickets available for state govt. & private sector too, if they choose to give such
facility, these employees too can benefit

Indications are that savings of govt. and organized sector employees have increased, we want to
incentivize such people to boost demand for the benefit of the less fortunate. On a conservative basis,
we expect the LTC Cash Voucher Scheme to generate additional consumer demand in the range of 
28,000 crore.

– Union Finance Minister Smt. Nirmala Sitharaman

1B) Special Festival Advance Scheme

Special Festival Advance Scheme which was meant for non-gazetted government employees is being revived
as a one-time measure, for gazetted employees too. All central govt. employees can now get interest-free
advance of Rs. 10,000, in the form of a prepaid RuPay Card, to be spent by March 31, 2021.

The one-time disbursement of Special Festival Advance Scheme is expected to amount to Rs. 4,000 crore; if
given by all state governments, another Rs. 8,000 crore is expected to be disbursed. Employees can spend
this on any festival.

2) Measures to Stimulate Capital Expenditure

2A) Capital Expenditure Boost for States

A special interest-free 50-year loan to states is being issued, for  12,000 crore capital expenditure

 

 200 crore each for 8 North East states
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 450 crore each Uttarakhand, Himachal

 7,500 crore for remaining states, as per share of Finance Commission’s devolution

All the above interest-free loans given to states are to be spent by March 31, 2021; 50% will be given initially,
remaining upon utilization of first 50%.

Under Part 3 of  12,000 crore interest-free loans to states,  2,000 crore will be given to those states which
fulfill at least 3 out of 4 reforms spelled out in Aatma Nirbhar Bharat package. This is over and above other
borrowing ceilings.

Capital expenditure - money spent on infrastructure and asset creation - has a multiplier effect on the
economy, it not only improves current GDP but also future GDP, we want to give a new thrust to
capital expenditure of both states and Centre

– Union Finance Minister Smt. Nirmala Sitharaman

2B) Capital Expenditure Boost for the Centre

Additional budget of  25,000 crore (in addition to  4.13 lakh crore given in Budget 2020-‘21) is being provided
for capital expenditure on roads, defence, water supply, urban development and domestically produced capital
equipment.

The proposals to stimulate demand are designed to stimulate demand in a fiscally prudent way - some
of them involve advancing of expenditure, with offsetting changes later - others are directly linked to
increasing GDP

– Union Finance Minister Smt. Nirmala Sitharaman

Estimated Impact of Stimulus Measures

We estimate that the measures announced today, for boosting consumer spending and capital expenditure,
will boost demand by  73,000 crore, to be spent by March 31, 2021. Given that private sector spending
through LTC tax benefit would be at least  28,000 crore, we estimate total demand boost due to today's
measures to be more than  1 lakh crore.

If demand goes up based on the stimulus measures announced today, it will have an impact on those people
who have been affected by COVID-19 and are desperately looking for demand to keep their business going.

– Union Finance Minister Smt. Nirmala Sitharaman

The presentation given by Union Finance Minister can be accessed here.
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Source : www.indianexpress.com Date : 2020-10-16

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

incl. MSMEs and PSUs

A new process of classification and registration for small businesses took off on July 1. The
enterprise or the “Udyam” as it is termed under the new Udyam registration process will register
itself online based on self-declaration. As of October 1, the MSME ministry has confirmed that
over 7 lakh registrations have taken place using the new system. While the number of
registrations could rise in the coming months, at present this accounts for 1.1 per cent of the
total estimated 6.3 crore MSMEs that exist as per the National Sample Survey 73rd Round
(2015-2016).

The endeavour to digitally register MSMEs is not new. In 2015, the government notified the
Udyog Aadhaar Memorandum (UAM), an online filing system for MSMEs. The registration
process was free, paperless and awarded instant registration. It was based on the self-
declaration and self-certification of basic information regarding the enterprise’s existence and
functioning. As of January, 86 lakh MSMEs had registered on the UAM portal — 13.5 per cent of
the MSME universe. In 2016, the government notified rules under which MSMEs had to furnish
information relating to their enterprises, online, in an MSME databank. As of January, only 1.6
lakh units registered on it.
Reliable and updated information regarding small businesses in India is absent. A dedicated
census for this salient sector was last conducted 13 years ago in 2006-2007. Basic information
regarding MSME units is scattered across various databases such as the UAM, MSME
Databank, and GSTN. The first two datasets contain self-certified, voluntary information
provided by a fraction of MSMEs whereas the GSTN has a statutory requirement that only
businesses with a turnover of more than Rs 40 lakh need be registered on it.

Comparing the requirements of the UAM and Udyam registration, it is clear that the importance
of generating a verified database of MSME units has been acknowledged. Under the Udyam
registration process, Aadhaar is made mandatory for proprietors whereas companies/LLPs must
provide their GSTIN and PAN along with the Aadhaar number. Moreover, every enterprise can
have only one Udyam Registration Number, irrespective of the number of manufacturing and
service activities provided. The self-declared information regarding investment and turnover is
verified using the integration of the Udyam system with the Income Tax department database
and the GSTN. For classification and information updation purposes, therefore, the registering
entity’s ITR, GST returns and PAN will serve as reliable information. Entities that have
previously registered (as of June 30) on other portals/systems will continue to be valid until
March 31, 2021.

By this cut-off date, however, it is expected that they will re-register themselves under the
Udyam registration process. In an attempt to nudge more enterprises to become lifetime Udyam,
the government has integrated the system with the Trade Receivables Electronic Discounting
System (TReDS) and the Government e-Marketplace (GeM). Such linkages significantly benefit
MSMEs by offering a free and automatic route to onboard bill discounting mechanisms and the
government’s online procurement system.

In its updated Priority Sector Lending (PSL) guidelines, the RBI has established that for the
purposes of PSL, MSMEs will be identified as per the gazette notification laying down the new
process of classification and registration. It has also clarified that all lenders may now obtain the
Udyam Registration Certificate from entrepreneurs. It is clear that going forward financial
institutions can make the Udyam registration a prerequisite for lending purposes.

https://indianexpress.com/article/what-is/what-is-aadhaar-card-and-where-is-it-mandatory-4587547/
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It is important to understand how this will bode for a vastly informal MSME sector. These
unincorporated small business units comprise self-employed/owner-managed firms with
characteristic features of household enterprises and those that operate with less than five
workers. Most of these firms are not formally registered anywhere for various reasons. They are
so small that they bypass minimum thresholds that require them to pay income tax or be
registered under the GST. Being invisible benefits these firms since it enables them to stay out
of a rather complex and expensive regulatory apparatus. The costs of formalisation and
compliance are high and onerous in many states in India. In such an ecosystem, there are
perverse incentives to remaining small and informal.

From April 1, 2021, it seems that the Udyam registration may be the only valid proof for an entity
to be recognised as an MSME as per the revised definition. While the Udyam initiative holds
more promise in terms of capturing reliable and verified information about MSMEs, it is important
to assess if this will be detrimental to some of them in terms of accessing formal finance. The
slightest chance of the Udyam registration turning into an entry barrier must be rectified before
April 2021. To this end, the government and RBI should consider whether the registration
requirement can be exempted for units with investment and turnover that falls in the lower end of
the criteria that presently defines micro-enterprises, for the purpose of accessing formal credit.

In 2018, the International Finance Corporation estimated that the overall supply of finance from
formal sources met only one-third of the credit demand of the MSME sector. These businesses
prefer relying on informal sources for financing due to their inability to meet documentation
protocols, inadequate collateral, disorganised book-keeping, among others. Enabling strategies
such as PSL could provide a fillip to priority sectors including MSMEs which require increased
formal financing. It is imperative that such institutional lending initiatives continue to remain
accessible for all businesses, formal and informal, and deliver on the promise of financing for
inclusive development.

Pandey and Pillai are fellow and research fellow, respectively, at NIPFP. Views are
personal

 The Indian Express is now on Telegram. Click here to join our channel (@indianexpress)
and stay updated with the latest headlines
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Source : www.pib.gov.in Date : 2020-10-16

WORK BEGINS ON ZOZILA TUNNEL – THE LONGEST
TUNNEL ROAD IN ASIA

Relevant for: Indian Economy | Topic: Infrastructure: Roads

Work on the Zozila Tunnel in J&K began today with ceremonial blasting. The tunnel will provide
all-weather connectivity between Srinagar valley and Leh (Ladakh plateau) on NH-1, and will
bring about an all-round economic and socio–cultural integration of Jammu & Kashmir (Now UTs
of J&K and Ladakh). It involves construction of a 14.15 Km long tunnel at an altitude of about
3000 m under Zojila pass (presently motorable only for 6 months in a year) on NH-1 connecting
Srinagar and Leh through Dras & Kargil. It is one of the most dangerous stretch in the world to
drive a vehicle & this project is also geo-strategically sensitive.

The project was first conceived in 2005 and its Detailed Project Report (DPR) was prepared by
BRO in year 2013 on BOT (Annuity) mode. Attempts to award the project four times weren’t
successful. The Project was eventually given to NHIDCL in July 2016 for implementation on
EPC mode. Its work was awarded to M/s. ITNL (IL&FS). Prime Minister Shri Narendra Modi laid
foundation stone at Leh and commenced the work on 19.5.2018. The work progressed up to
July 2019, and thereafter M/s. IL&FS went into financial problems and the project was stuck.
Hence, the contract was terminated on 15.01.2019.

 

Thereafter, in February 2020, Shri Nitin Gadkari, Minister for Road transport & Highways,
reviewed this whole project in detail. In order to reduce the cost and to execute the languishing
project on priority, referred the matter to an expert group under the Chairmanship of Shri I.K
Pandey, DG (RD) & SS, MoRTH. The Expert group suggested modalities of project
configuration and implementation, to achieve project completion in least possible time and cost.

 

   

After due consultation with tunnel experts and other stakeholders, the expert group submitted its
report on 17.5.2020, which was approved by the Minister, RTH on 23.05.2020. The salient
features of the report include the following:

Modified configuration of project:

Sr. No.

Salient Features

Length

Zojila Tunnel length = 14.15 Km and Approach road length = 18.63 Km.

Total project length is 32.78 km.

Scope of Work
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Construction Period

Zozila Tunnel = 6 Years

Approach road = 2.5 Years

 

Map showing the alignment:

        Consequent to approval, NHIDCL invited the bids on 10.6.2020. Consequent upon
Technical qualification of all three bidders, financial bids were opened on 21.8.2020 and M/s.
Megha Engineering & Infrastructure Limited was awarded the work for its quoted rate of Rs
4509.50 crore, and the Letter of Acceptance (LOA) was issued on 25.08.2020.

The capital cost of approach road from Zozila Tunnel to Z-Morh tunnel (18.63 Km) to make the
road all weather was worked out to be Rs.2335 Crores as per the DPR. The construction cost of
Zozila tunnel was worked out at Rs. 6575.85 Crores after considering the escalation @ 5% per
annum and the total capital cost of the project as Rs.8308 Crs by NHIDCL. Thus the total
integrated cost of the project including Zozila tunnel and approaches upto Z- Morh tunnel works
out to Rs.10643 Crores. Now comparing to the present cost of the integrated project, based on
the tender received at Rs. 4509.5 Crs, the total capital cost of the project would be Rs. 6808.63.
Thus, after re-modelling of the project and reaping the benefit of integrated project management
by segregating the egress tunnel & utilizing the excavated rock material in construction of
approaches, generated from tunnel boring, resulted in an anticipated saving of Rs. 3835 crore
besides resolving the issue of muck disposal to a great extent.

Significance of the project:

(i)  The construction of Zojila Tunnel will provide all-weather safe connectivity between Srinagar,
Dras, Kargil and Leh regions. The all-weather safe connectivity of the road is immensely
important from the strategic point of view.

(ii) The construction of Zozila Tunnel shall bring about all round economic and socio-cultural
integration of these regions which remains cut-off from rest of the country during winters due to
heavy snowfall for about six months.

(iii) A tunnel in Zozila is the only viable alternative at present for a full year connectivity road.
This tunnel when completed will be a landmark achievement in the history of modern India. It will
also be of great importance to the Defence of the country, in view of the fact that massive
military activities along our borders in Ladakh, Gilgit and Baltistan regions are taking place.

(iv) Zozila Tunnel project shall bring to fruition, 30 years of overwhelming public demand of
Kargil, Drass and Ladakh region.

(v) This Project will make the travel on Srinagar-Kargil-Leh Section of NH-1 free from
avalanches.

(vi) Project would enhance the safety of the travelers crossing Zozila Pass and would reduce the
Travel time from more than 3 hours to 15 minutes.
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Safety features of Zozilla Tunnel:

3.   A telephone shall be installed at the emergency call niches.

4.   Fire Hydrants and Hydrant Niches, Fire Extinguishers.

5.   Tunnel Lighting Systems: The Tunnel Lighting System represents the most significant
part of the tunnel traffic safety and shall cover the following needs:

6. Video Surveillance system.

7.     Fire Alarm System in buildings

8.     Automatic Fire Detection and suppression System in the tunnel

Linear heat detection systems shall be connected the SCADA system through its own
control system.

9.     Emergency Telephone Niches

Emergency call niches shall be located, according to the EU standard, in the tunnel at
intervals of less than 125 m each to other in the tunnel and in all lay-bys. The
emergency points shall have the following equipment:

10.  Traffic control system with a central control room.

***

RCJ/MS

Work on the Zozila Tunnel in J&K began today with ceremonial blasting. The tunnel will provide
all-weather connectivity between Srinagar valley and Leh (Ladakh plateau) on NH-1, and will
bring about an all-round economic and socio–cultural integration of Jammu & Kashmir (Now UTs
of J&K and Ladakh). It involves construction of a 14.15 Km long tunnel at an altitude of about
3000 m under Zojila pass (presently motorable only for 6 months in a year) on NH-1 connecting
Srinagar and Leh through Dras & Kargil. It is one of the most dangerous stretch in the world to
drive a vehicle & this project is also geo-strategically sensitive.

The project was first conceived in 2005 and its Detailed Project Report (DPR) was prepared by
BRO in year 2013 on BOT (Annuity) mode. Attempts to award the project four times weren’t
successful. The Project was eventually given to NHIDCL in July 2016 for implementation on
EPC mode. Its work was awarded to M/s. ITNL (IL&FS). Prime Minister Shri Narendra Modi laid
foundation stone at Leh and commenced the work on 19.5.2018. The work progressed up to
July 2019, and thereafter M/s. IL&FS went into financial problems and the project was stuck.
Hence, the contract was terminated on 15.01.2019.

 

Thereafter, in February 2020, Shri Nitin Gadkari, Minister for Road transport & Highways,
reviewed this whole project in detail. In order to reduce the cost and to execute the languishing
project on priority, referred the matter to an expert group under the Chairmanship of Shri I.K
Pandey, DG (RD) & SS, MoRTH. The Expert group suggested modalities of project
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configuration and implementation, to achieve project completion in least possible time and cost.

 

   

After due consultation with tunnel experts and other stakeholders, the expert group submitted its
report on 17.5.2020, which was approved by the Minister, RTH on 23.05.2020. The salient
features of the report include the following:

Modified configuration of project:

Sr. No.

Salient Features

Length

Zojila Tunnel length = 14.15 Km and Approach road length = 18.63 Km.

Total project length is 32.78 km.

Scope of Work

Construction Period

Zozila Tunnel = 6 Years

Approach road = 2.5 Years

 

Map showing the alignment:

        Consequent to approval, NHIDCL invited the bids on 10.6.2020. Consequent upon
Technical qualification of all three bidders, financial bids were opened on 21.8.2020 and M/s.
Megha Engineering & Infrastructure Limited was awarded the work for its quoted rate of Rs
4509.50 crore, and the Letter of Acceptance (LOA) was issued on 25.08.2020.

The capital cost of approach road from Zozila Tunnel to Z-Morh tunnel (18.63 Km) to make the
road all weather was worked out to be Rs.2335 Crores as per the DPR. The construction cost of
Zozila tunnel was worked out at Rs. 6575.85 Crores after considering the escalation @ 5% per
annum and the total capital cost of the project as Rs.8308 Crs by NHIDCL. Thus the total
integrated cost of the project including Zozila tunnel and approaches upto Z- Morh tunnel works
out to Rs.10643 Crores. Now comparing to the present cost of the integrated project, based on
the tender received at Rs. 4509.5 Crs, the total capital cost of the project would be Rs. 6808.63.
Thus, after re-modelling of the project and reaping the benefit of integrated project management
by segregating the egress tunnel & utilizing the excavated rock material in construction of
approaches, generated from tunnel boring, resulted in an anticipated saving of Rs. 3835 crore
besides resolving the issue of muck disposal to a great extent.

Significance of the project:
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(i)  The construction of Zojila Tunnel will provide all-weather safe connectivity between Srinagar,
Dras, Kargil and Leh regions. The all-weather safe connectivity of the road is immensely
important from the strategic point of view.

(ii) The construction of Zozila Tunnel shall bring about all round economic and socio-cultural
integration of these regions which remains cut-off from rest of the country during winters due to
heavy snowfall for about six months.

(iii) A tunnel in Zozila is the only viable alternative at present for a full year connectivity road.
This tunnel when completed will be a landmark achievement in the history of modern India. It will
also be of great importance to the Defence of the country, in view of the fact that massive
military activities along our borders in Ladakh, Gilgit and Baltistan regions are taking place.

(iv) Zozila Tunnel project shall bring to fruition, 30 years of overwhelming public demand of
Kargil, Drass and Ladakh region.

(v) This Project will make the travel on Srinagar-Kargil-Leh Section of NH-1 free from
avalanches.

(vi) Project would enhance the safety of the travelers crossing Zozila Pass and would reduce the
Travel time from more than 3 hours to 15 minutes.

 

Safety features of Zozilla Tunnel:

3.   A telephone shall be installed at the emergency call niches.

4.   Fire Hydrants and Hydrant Niches, Fire Extinguishers.

5.   Tunnel Lighting Systems: The Tunnel Lighting System represents the most significant
part of the tunnel traffic safety and shall cover the following needs:

6. Video Surveillance system.

7.     Fire Alarm System in buildings

8.     Automatic Fire Detection and suppression System in the tunnel

Linear heat detection systems shall be connected the SCADA system through its own
control system.

9.     Emergency Telephone Niches

Emergency call niches shall be located, according to the EU standard, in the tunnel at
intervals of less than 125 m each to other in the tunnel and in all lay-bys. The
emergency points shall have the following equipment:

10.  Traffic control system with a central control room.

***
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Source : www.pib.gov.in Date : 2020-10-21

SHRI NITIN GADKARI LAYS FOUNDATION STONE OF
COUNTRY’S FIRST MULTI-MODAL LOGISTIC PARK IN
ASSAM

Relevant for: Indian Economy | Topic: Infrastructure: Roads

Union Minister for Road Transport, Highways and MSMEs Shri Nitin Gadkari laid the foundation
stone for country’s first Multi-modal Logistic Park at Jogighopa in Assam today. The Rs 693.97
crore park will provide direct air, road, rail and waterways connectivity to the people. It will be
developed under the ambitious Bharatmala Pariyojana of the Government of India. Chief
Minister Shri Sarbananda Sonowal presided over the virtual function, which was attended by
Union Ministers of State Dr Jitendra Singh, Gen (Retd) Dr V K Singh and Shri Rameshwar Teli;
Ministers from the Assam State, Members of Parliaments, MLAs and senior officers from the
Centre and the State were also present on the occasion.

VIPs at the dais for laying of foundation stone for country’s first Multi-modal Logistic Park in
Assam today.

___________________________________________________________________________

YouTube Link: https://youtu.be/SyEWc6TKOu0

Access video clip: https://twitter.com/nitin_gadkari/status/1318438677882699778?s=20

An MoU was signed between NHIDCL and Ashoka paper mills, Govt of Assam on the occasion
for sharing of land and logistics in Jogighopa.

https://youtu.be/SyEWc6TKOu0
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MoU signing between NHIDCL and Ashoka Paper Mills, Govt of Assam.

____________________________________________________________________________
______________

 

Speaking on the occasion, Shri Nitin Gadkari said that his Ministry envisages developing 35
Multi-modal Logistic Parks (MMLPs) in the country, of which work on preparing DPR and
feasibility report is underway. He said, SPVs will be formed for all these MMLPs, and
professionally qualified CEOs will be appointed for each separately. The first such MMLP is
being made by NHIDCL in Jogighopa of Assam, which will be connected to road, rail, air and
waterways. This is being developed in 317-acre land along the Brahmaputra. Shri Gadkari said,
the first phase of construction is scheduled to be completed by 2023. He informed that works
worth Rs 280 crore have already been awarded, including Rs 171 crore for road construction,
Rs 87 crore for erecting the structure, and Rs 23 crore for rail lines. The work will begin next
month, he said. The Minister expressed hope that this project will provide direct or indirect
employment to nearly 20 lakh youth in the State.

The Minister added that the distance of 154 km between Jogighopa and Guwahati will be
covered by making a 4-lane road on this stretch, a 3-km rail line will connect Jogighopa station
to the MMLP, another 3-km rail link will connect it to the IWT, and the road to newly developed
Rupsi airport will be upgraded to 4-lanes for easier connectivity. He said, the MMLP will have all
the facilities like, warehouse, railway siding, cold storage, custom clearance house, yard facility,
workshops, petrol pumps, truck parking, administrative building, boarding lodging, eating joints,
water treatment plant, etc.

Shri Gadkari informed that the initial report and master plan is ready for the 346 acre MMLP with
JNPT in Wardha Dry port area of Nagpur. Feasibility reports are being prepared for the
Bangalore MMLP, Sangrur warehouse complex in Punjab, Surat, Mumbai, Indore, Patna,
Hyderabad, Vijayawada, and Coimbatore. DPR is being made for MMLP near Chennai port, and
studies have begun for MMLP in Pune and Ludhiana. Other 22 MMLPs are proposed in
Ahmedabad, Rajkot, Kandla, Vadodara, Ludhiana, Amritsar, Jullundur, Bhatinda, Hissar,
Ambala, Kota, Jaipur, Jagatsinghpur, Sundarnagar. Delhi, Kolkata, Pune, Nashik, Panaji,
Bhopal, Raipur, and Jammu.
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Union Minister for Road Transport, Highways and MSMEs Shri Nitin Gadkari addressing the
event for laying of foundation stone for country’s first Multi-modal Logistic Park in Assam today.

The Minister further informed that his Ministry has plans for National Highway works worth Rs
80,000 crore in Assam. He said, NH works for 575 km worth Rs. 3,545 crore are going to be
completed within this financial year. NH works of nearly Rs 15,000 crore will be awarded by next
year, while DPRs will be completed for works of Rs 21,000 crore for the State. He said, under
the CRIF scheme, 203 km NH length at a cost of Rs 610 crore has been approved for 2020-21.
The Minister also announced clearing of a number of Road proposals from different MPs and
MLAs for the State.

Shri Gadkari also informed that a total of 12 accident black spots have been identified on
National Highways in Assam, of which three have been temporarily improved. He said, all the
black spots will be eradicated by the year 2023.

Union Minister of State (I/c) for Development of North Eastern Region and Minister of State for
Prime Minister's Office; Personnel, Public Grievances and Pensions; Department of Atomic
Energy and Department of Space Dr Jitendra Singh outlined the efforts of Shri Nitin Gadkari in
clearing the developmental projects in the NE. He said, it was due to the herculean efforts of
Shri Gadkari that today, we have a wide network of roads in the region. He introduced inland
waterways to us, now more than 10 waterways are being developed, which will bring down the
logistic cost by one fourth. Dr. Jitendra Singh said Shri Gadkari has also addressed the
problems of dilapidated and orphaned roads through Special Road Development Schemes. He
said, this cost effective mode of transport will be cheaper option for trade, business and
transportation and will boost the trade across the borders especially with our eastern neighbours
by leaps and bounds. He said, MMLP is a novel idea, and will be replicated by other states
soon. The minister said, due to several unique and innovative mega projects, NE has emerged
as a model of development in the country, similarly, roads have improved in the region.
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Union MoS Dr Jitendra Singh addressing the event for laying of foundation stone for country’s
first Multi-modal Logistic Park in Assam today.

Chief Minister Shri Sarbananda Sonowal, Union Minister of State for RTH Gen (Retd) Dr V K
Singh, MoS for Food Processing Industries Shri Rameshwar Teli, Ministers from the State Dr
Himanta Biswa Sarma, Shri Chandra Mohan Potwary, and Shri Phani Bhushan Choudhury also
addressed the event.

Assam Chief Minister Shri Sarbananda Sonowal addressing the event for laying of foundation
stone for country’s first Multi-modal Logistic Park in Assam today.

 

***

NB/MS

Union Minister for Road Transport, Highways and MSMEs Shri Nitin Gadkari laid the foundation
stone for country’s first Multi-modal Logistic Park at Jogighopa in Assam today. The Rs 693.97
crore park will provide direct air, road, rail and waterways connectivity to the people. It will be
developed under the ambitious Bharatmala Pariyojana of the Government of India. Chief
Minister Shri Sarbananda Sonowal presided over the virtual function, which was attended by
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Union Ministers of State Dr Jitendra Singh, Gen (Retd) Dr V K Singh and Shri Rameshwar Teli;
Ministers from the Assam State, Members of Parliaments, MLAs and senior officers from the
Centre and the State were also present on the occasion.

VIPs at the dais for laying of foundation stone for country’s first Multi-modal Logistic Park in
Assam today.

___________________________________________________________________________

YouTube Link: https://youtu.be/SyEWc6TKOu0

Access video clip: https://twitter.com/nitin_gadkari/status/1318438677882699778?s=20

An MoU was signed between NHIDCL and Ashoka paper mills, Govt of Assam on the occasion
for sharing of land and logistics in Jogighopa.

MoU signing between NHIDCL and Ashoka Paper Mills, Govt of Assam.

____________________________________________________________________________
______________

 

Speaking on the occasion, Shri Nitin Gadkari said that his Ministry envisages developing 35

https://youtu.be/SyEWc6TKOu0
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Multi-modal Logistic Parks (MMLPs) in the country, of which work on preparing DPR and
feasibility report is underway. He said, SPVs will be formed for all these MMLPs, and
professionally qualified CEOs will be appointed for each separately. The first such MMLP is
being made by NHIDCL in Jogighopa of Assam, which will be connected to road, rail, air and
waterways. This is being developed in 317-acre land along the Brahmaputra. Shri Gadkari said,
the first phase of construction is scheduled to be completed by 2023. He informed that works
worth Rs 280 crore have already been awarded, including Rs 171 crore for road construction,
Rs 87 crore for erecting the structure, and Rs 23 crore for rail lines. The work will begin next
month, he said. The Minister expressed hope that this project will provide direct or indirect
employment to nearly 20 lakh youth in the State.

The Minister added that the distance of 154 km between Jogighopa and Guwahati will be
covered by making a 4-lane road on this stretch, a 3-km rail line will connect Jogighopa station
to the MMLP, another 3-km rail link will connect it to the IWT, and the road to newly developed
Rupsi airport will be upgraded to 4-lanes for easier connectivity. He said, the MMLP will have all
the facilities like, warehouse, railway siding, cold storage, custom clearance house, yard facility,
workshops, petrol pumps, truck parking, administrative building, boarding lodging, eating joints,
water treatment plant, etc.

Shri Gadkari informed that the initial report and master plan is ready for the 346 acre MMLP with
JNPT in Wardha Dry port area of Nagpur. Feasibility reports are being prepared for the
Bangalore MMLP, Sangrur warehouse complex in Punjab, Surat, Mumbai, Indore, Patna,
Hyderabad, Vijayawada, and Coimbatore. DPR is being made for MMLP near Chennai port, and
studies have begun for MMLP in Pune and Ludhiana. Other 22 MMLPs are proposed in
Ahmedabad, Rajkot, Kandla, Vadodara, Ludhiana, Amritsar, Jullundur, Bhatinda, Hissar,
Ambala, Kota, Jaipur, Jagatsinghpur, Sundarnagar. Delhi, Kolkata, Pune, Nashik, Panaji,
Bhopal, Raipur, and Jammu.

Union Minister for Road Transport, Highways and MSMEs Shri Nitin Gadkari addressing the
event for laying of foundation stone for country’s first Multi-modal Logistic Park in Assam today.

The Minister further informed that his Ministry has plans for National Highway works worth Rs
80,000 crore in Assam. He said, NH works for 575 km worth Rs. 3,545 crore are going to be
completed within this financial year. NH works of nearly Rs 15,000 crore will be awarded by next
year, while DPRs will be completed for works of Rs 21,000 crore for the State. He said, under
the CRIF scheme, 203 km NH length at a cost of Rs 610 crore has been approved for 2020-21.
The Minister also announced clearing of a number of Road proposals from different MPs and
MLAs for the State.
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Shri Gadkari also informed that a total of 12 accident black spots have been identified on
National Highways in Assam, of which three have been temporarily improved. He said, all the
black spots will be eradicated by the year 2023.

Union Minister of State (I/c) for Development of North Eastern Region and Minister of State for
Prime Minister's Office; Personnel, Public Grievances and Pensions; Department of Atomic
Energy and Department of Space Dr Jitendra Singh outlined the efforts of Shri Nitin Gadkari in
clearing the developmental projects in the NE. He said, it was due to the herculean efforts of
Shri Gadkari that today, we have a wide network of roads in the region. He introduced inland
waterways to us, now more than 10 waterways are being developed, which will bring down the
logistic cost by one fourth. Dr. Jitendra Singh said Shri Gadkari has also addressed the
problems of dilapidated and orphaned roads through Special Road Development Schemes. He
said, this cost effective mode of transport will be cheaper option for trade, business and
transportation and will boost the trade across the borders especially with our eastern neighbours
by leaps and bounds. He said, MMLP is a novel idea, and will be replicated by other states
soon. The minister said, due to several unique and innovative mega projects, NE has emerged
as a model of development in the country, similarly, roads have improved in the region.

 

Union MoS Dr Jitendra Singh addressing the event for laying of foundation stone for country’s
first Multi-modal Logistic Park in Assam today.

Chief Minister Shri Sarbananda Sonowal, Union Minister of State for RTH Gen (Retd) Dr V K
Singh, MoS for Food Processing Industries Shri Rameshwar Teli, Ministers from the State Dr
Himanta Biswa Sarma, Shri Chandra Mohan Potwary, and Shri Phani Bhushan Choudhury also
addressed the event.
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Assam Chief Minister Shri Sarbananda Sonowal addressing the event for laying of foundation
stone for country’s first Multi-modal Logistic Park in Assam today.

 

***
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Source : www.thehindu.com Date : 2020-10-22

POTHOLES ON THE DIGITAL PAYMENT
SUPERHIGHWAY

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

Digital payments have found strong ground, especially in India, increasingly relegating all other
modes of payments to the background. It is through a faster system of simultaneous debits and
credits that the money value is transferred from one account to the other across banks. It
embraces all kinds of operators (including direct benefit transfer by the government) across the
country and even internationally, subject to regulatory forbearance. With such versatility and
ease of settling financial transactions, the growth of digital payments is going to be phenomenal,
supported by banks and Fin-Tech, or financial technology, companies.

There is a long and interesting history behind the evolution of digital payments in India, piloted
by the Reserve Bank of India (RBI) and succinctly captured in the Payment Systems in India,
published in 1998. A major thrust toward large value payments was effected through the Real
Time Gross Settlement System, or RTGS, launched by the RBI in March 2004. The large value
payments on stock trading, government bond trading and other customer payments were
covered under the RTGS, providing finality of settlement, thereby reducing huge risks such as
the Harshad Mehta scam; besides this, it substantially reduced the time taken for settlements.
The RBI introduced National Electronic Funds Transfer, or NEFT, and bulk debits and credits to
support retail payments around the same time. Now, NEFT is available round the clock and
RTGS will follow from December 2020 — only a few countries have achieved this.

Also read | ‘Secure digital payments are an imperative’

Such historical changes brought about by the RBI triggered major changes in the corporate and
capital market transactions as well. Today, the Securities and Exchange Board of India (SEBI),
the market regulator, is contemplating a T+1 settlement (T is for transaction date) because the
underlying consideration of the sale proceeds of the shares get exchanged very fast under the
payments system. This is expected to attract more international capital into the Indian market, in
turn broadening and deepening the financial market.

The sterling contribution of this robust payment system, especially retail payments, was seeded
and reinforced with the setting up of the National Payments Corporation of India (NPCI) by 10
lead banks at the instance of the RBI in 2009. The idea for this umbrella retail payments
institution emerged in the vision document on payments system, 2005-08 released by RBI in
2005. Very few people know about the unwritten history of the background under which this
umbrella organisation was mooted. In 2004, a four-member team including this writer visited the
Riksbank, the central bank of Sweden, on a study tour. This included a visit to the
Bangirocentralen (BGC AB), a not-for-profit organisation owned by eight Swedish banks for
providing retail payment and related services. The model appeared as an attractive proposition
as payments is basically a public good. Thus the idea of the NPCI as a not-for-profit company
has a link from the BGC.

The setting up of such an umbrella organisation to build a super highway for digital payments
has a strong appeal which was well-appreciated by Dr. Y.V. Reddy, the then RBI Governor,
taking a number of policy decisions to spread digital payments and protect consumer interest.
However, there were many within and outside the RBI, including in the Indian Banks’
Association, who had apprehensions about the success of such a model for the NPCI.

https://www.rbi.org.in/Scripts/OccasionalPublications.aspx?head=Payment%20Systems%20in%20India
https://m.rbi.org.in/Scripts/FAQView.aspx?Id=60
https://www.thehindu.com/business/Economy/rbi-allows-round-the-clock-fund-transfers-under-neft-from-december/article28846595.ece
https://www.thehindu.com/business/Economy/rtgs-to-be-available-24x7-from-december-says-rbi-governor/article32811705.ece
https://www.thehindu.com/business/secure-digital-payments-are-an-imperative/article32449986.ece
https://www.thehindu.com/business/Economy/RBI-proposes-new-payment-systems/article16891758.ece
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Data | Significant rise in digital transactions met by surge in cyberfrauds

With digital payment being a public good like currency notes, it was necessary that the
corporation was fully supported by the RBI and the government as an extended arm of the
sovereign. It was also necessary to contain expectations on profits, avoiding gyrations of the
stock market along with direct or indirect control by powerful private interests which had the
potential to dilute the public good character of the outfit. The NPCI’s success against deeply
entranced formidable international players, supported by innovative technology, viz. Unified
Payments Interface (UPI) and Immediate Payment Service (IMPS), is well recognised by central
banks in many other countries. The Bank for International Settlements’s endorsement of the
NPCI model in 2019 is a major accolade. If the NPCI has gained such a rare distinction in just
10 years of its successful and path breaking journey, we should be proud to preserve this
precious jewel.

There is a demand from some quarters that the NPCI should be converted into a for-profit
company to withstand competition. The shareholders of the NPCI can have windfall gains too.
But this will be a retrograde step with huge potential for loss of consumer surplus along with
other strategic implications. Instead, like the RBI providing free use of the RTGS and other
products, the strategy should be to assist the NPCI financially, either by the RBI or the
government, to provide retail payment services at reduced price (in certain priority areas). This
may also help support expansion of the payment system network and infrastructure in rural and
semi-urban areas in partnership with Fin-Tech companies and banks.

Comment | Creating a fair digital payments market

In Budget 2020-21, the government prescribed zero Merchant Discount Rate (MDR), the rate
merchants pay to scheme providers, for RuPay and UPI, both NPCI products, to popularise
digital payments benefiting both customers and merchants. There is justification in this
prescription by the government because depositors implicitly pay around 3% to banks as net
interest margin, being the difference between saving and risk free bond rate, for enjoying certain
payments services traditionally. When banks enjoy such a huge amount of current account
savings account (CASA) deposits, in return, is it not incumbent on them to provide such
payment services, costing only a small fraction of such a gain?

For reasons unknown, the government left out other providers of digital payment products from
this MDR prescription, which is unjustified and had adverse effects. Taking advantage of this
dichotomy, many issuing banks switched to mainly Visa and Master cards for monetary gains.
As customers were induced by such supplier banks, it created a kind of indirect market
segmentation and cartel formation, though there is hardly any quality difference in payment
products. It may be noted that even the European Central Bank imposed a ceiling on MDR for
all, protecting consumer interest. It is hoped that the government will take corrective action in the
next Budget to ensure a level playing field and to relieve the NPCI from such policy-induced
market imperfection.

Also read | Digital payment facility must for businesses with over 50-crore turnover

The ideal pricing for digital payments products should be based on an analysis of producer
surplus, consumer surplus (i.e. gain or loss of utility due to pricing) and social welfare for which
we need cost-volume-price data. A factor which needs to be reckoned is the float funds digital
payments allow (cash withdrawal is a drain on the banking system), which is a source of
sizeable income for banks. The RBI will do well to study and arrive at a rational structure of
pricing including MDR (possibly also penalty on default by customer), given that the digital
payment system is like a national superhighway, for which the government has a crucial role to

https://www.thehindu.com/data/significant-rise-of-digital-transactions-met-by-increase-in-cyberfrauds/article32696340.ece
https://www.thehindu.com/business/Economy/What-is-Unified-Payment-Interface/article14593189.ece
https://www.thehindu.com/business/Economy/What-is-Unified-Payment-Interface/article14593189.ece
https://www.npci.org.in/product-overview/imps-product-overview
https://www.thehindu.com/opinion/op-ed/creating-a-fair-digital-payments-market/article28448617.ece
https://www.thehindu.com/business/nirmala-sitharaman-waives-mdr-charges-for-some-businesses/article30419546.ece
https://www.thehindu.com/business/nirmala-sitharaman-waives-mdr-charges-for-some-businesses/article30419546.ece
https://www.thehindu.com/business/explainer-digital-payment-facility-must-for-businesses-with-over-50-crore-turnover/article30468049.ece
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play in protecting consumers against exploitation. This can run into a huge amount when digital
payments become all pervasive.

It is not the intention to deny a fair amount of return to payment service providers including Fin-
Tech companies. But should this be at the cost of huge loss of consumer surplus? Ideally, it
should be a case of win-win for all.

R.B. Barman is Former Executive Director, Reserve Bank of India
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Source : www.livemint.com Date : 2020-10-23

GOVT REVISES BASE YEAR FOR CPI-IW, ADDS
WEIGHT TO HOUSING, EDUCATION, HEALTH

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

NEW DELHI: The labour ministry has revised the base year of the Consumer Price Index-
Industrial Workers (CPI-IW) from 2001 to 2016, giving more weight to spending on housing,
education and health in inflation index calculation.

The revision in base year will reflect changing consumption pattern of the working-class
population over the years.

Following the change in base year, the index will give 39% weight to food and beverage
consumption of workers now as against 46.2% earlier. In contrast, spending on housing will get
almost 17% weight as against 15.2% earlier.

Among consumption categories, a segment comprising spending on heads like education,
health and transport by workers has been given a sizable jump in weight from 23% earlier to
30% now.

The CPI-IW is used as a benchmark for calculating dearness allowance for government
employees, dearness relief for pensioners and wages for industrial workers in some sectors.
Though it may not impact the salary of industrial workers and DA of government staff
immediately, it will have a cascading impact on salary, DA and DR of workers, and pensioners.

The CPI, published by the ministry of statistics, has pegged retail inflation at 6.69% in August
and food inflation at over 9% in the same month and in contrast CPI-IW is much lower. As per
the latest data, year-on-year inflation (CPI-IW) stood at 5.63% for August compared with 5.33%
for July and 6.31% recorded in August 2019.

This means, the change in base year of CPI-IW may give a much real inflation index and thus
influence the connected pay matrices.

“It’s an important financial indicator, and help in relevant policy making," said labour minister
Santosh Gangwar.

“The revision of CPI IW reflects changing consumption pattern and the labour bureau will now
on revise it every five years," union labour secretary Apurva Chandra said.

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.
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FREEING THE FARMER
Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

The debate on the Farmers’ Produce Trading and Commerce Act 2020 (FPTC Act) has seen
some misinformation and qualms among stakeholders, especially farmers in some states. It is
imperative to understand the background and intentions underlying the new farm laws and put
their implications and scope in perspective rather than being guided by the imaginary,
ideological and vested narratives.

From the 1960s, there have been concerted efforts to bring all wholesale markets for agricultural
produce in various states under the Agriculture Produce Market Regulation (APMC) acts. All
states, except Kerala, Jammu and Kashmir and Manipur, enacted such laws. The APMC Acts
mandated that the sale/purchase of agricultural commodities is carried out in a specified market
area, and, producer-sellers or traders pay the requisite market fee, user charges, levies and
commissions for the commission agents (arhtiyas). These charges were levied irrespective of
whether the sale took place inside APMC premises or outside it and the charges varied widely
across states and commodities.

In the initial years, APMC acts helped remove malpractices and freed the farmers from the
exploitative power of middlemen and mercantile capital.

The golden period for APMC markets lasted till around 1991. With time, there was a palpable
loss in growth in market facilities and by 2006, it had declined to less than one-fourth of the
growth in crop output after which there was no further growth. This increased the woes of Indian
farmers as market facilities did not keep pace with the increase in output and regulation did not
allow farmers to sell outside APMC markets. The farmers were left with no choice but to seek
the help of middlemen. Due to poor market infrastructure, more produce is sold outside markets
than in APMC mandis. The net result was a system of interlocked transactions that robs farmers
of their choice to decide to whom and where to sell, subjecting them to exploitation by
middlemen.

Over time, APMC markets have been turned from infrastructure services to a source of revenue
generation. In several states, commission charges were increased without any improvement in
the services. And to avoid any protests from farmers against these high charges, most of these
were required to be paid by buyers like the FCI. In Haryana and Punjab, mandi fees and rural
development charges for wheat and non-basmati rice purchased by FCI are four to six times the
charges for basmati rice purchased by private players. This not only results in a heavy burden
on the Centre but also increases the logistics cost for domestic produce and reduces trade
competitiveness.

These drawbacks were recognised by experts and stakeholders and pressure started mounting
for changes in market regulations. Successive governments at the Centre made repeated
attempts to persuade the states to make appropriate changes in their APMC acts. But for 18
long years, the progress in reforms remained slow. The only choice for the Union government
was either to ignore its responsibility towards farmers or use the constitutional route to address
long-pending issues of market reforms.

The FPTC Act gives farmers the freedom to sell and buy farm produce at any place in the
country — in APMC markets or outside the mandated area — to any trader, like the sale of milk.
The Act also allows transactions on electronic platforms to promote e-commerce in agriculture
trade.
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The effect of the FPTC Act on APMC mandis will depend on the treatment meted out to the
mandis and the charges and levies therein. Out of the 25 states with APMC acts, no commission
is levied under the Act on notified crops in 12 states. Service charges like mandi fees on major
crops in these states vary from zero per cent to one per cent in nine states and it is two per cent
in Madhya Pradesh and Tripura. There is no threat from the FPTC Act to APMC mandis and
their business in these states as private traders and sellers will get benefits commensurate with
the mandi charges.

The second category of states — Andhra Pradesh, Himachal Pradesh, Maharashtra and
Telangana — is where service charge for mandis is one per cent of the value of produce and
commission varies from one to two per cent. Uttarakhand also comes in this category.
Karnataka follows these states closely, with total charges at 3.5 per cent. These states can
easily bring down mandi charges to 2 per cent or less.

The third set of states includes Punjab, Haryana, Rajasthan, Gujarat, Arunachal Pradesh, West
Bengal and Uttar Pradesh, where the total charges, including commission, varies from five to 8.5
per cent, the highest being in Punjab followed by Haryana. Punjab and Haryana will not face any
challenge from sale outside of mandis as long as paddy and wheat are the dominant crops and
are procured by the government. It is in the long-term interest of these states to bring down
market charges and commissions to 2 per cent or less to enable APMC mandis to compete with
sales outside their premises.

The real threat in some states to APMC mandis and their business is from excessive and
unjustified charges levied under the APMC acts. The FPTC Act will only put pressure on APMC
markets to become competitive. Discussion with mandi officials reveals that a maximum 1.5 per
cent of total charges, distributed between market fee and commission, are adequate to maintain
and run mandis. This will not wean away traders from APMC markets as they will receive the
benefits of mandi infrastructure, bulk produce available in one place and save costs required for
individual transactions outside the market. The states which are actually interested in farmers’
welfare should keep mandi charges below a reasonable level of 1.5 per cent. This will ensure
the co-existence of APMC mandis and private channels permitted under the new Act in a true
competitive spirit.

The writer is member, Niti Aayog. Views are personal

 The Indian Express is now on Telegram. Click here to join our channel (@indianexpress)
and stay updated with the latest headlines
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TAKING ON THE CENTRE: THE HINDU EDITORIAL ON
STATES REJECTING FARM LAWS

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

Punjab’s efforts to enact State amendments to override the effects of the Centre’s new
agriculture laws epitomise the difficulties in managing the conflict between liberalising the farm
sector and protecting the small and marginal farmer from the agonies of the transition. The issue
also flags the consequences of not having a wide and informed debate before introducing far-
reaching changes. Punjab has been the hub of the opposition to the Centre’s legislative exercise
to change the basics of trade and commerce in agriculture. The Akali Dal, the main opposition in
the State, eventually withdrew its Cabinet minister and later walked out of the NDA government
at the Centre. Punjab argues that the central Acts would cause “grave detriment and prejudice”
to agricultural communities. The Bills cite an agriculture census of 2015-16 to argue that 86.2%
of farmers own less than five acres — a majority of them less than two acres — and that with
limited or no access to multiple markets, they would be handicapped while negotiating fair price
contracts with private players. Making efforts to buy farm produce at less than the MSP or
harassing farmers in a bid to persuade them to enter into such contracts have been sought to be
made punishable offences, with a jail term of at least three years. The Bills also seek to overturn
the Centre’s move to remove the fee on trade and transactions that take place outside markets
functioning under APMCs.

A key issue raised by Punjab’s proposed amendments is whether they are legally valid and
where they stand in the teeth of the Centre’s legislation. States can indeed amend central laws
enacted under the Concurrent List, subject to the condition that provisions repugnant to the
parliamentary Acts will have to get the President’s assent, without which they do not come into
force. The Punjab Bills note that agriculture is under the legislative domain on the States, as the
subject falls under the State List in the Seventh Schedule. The Centre has enacted its farm
sector Bills by invoking Entry 33(b) in the Concurrent List, which concerns trade and commerce
in, and production, supply and distribution of, “foodstuffs”. By stretching the entry’s meaning to
include agriculture, Parliament has managed to pass laws in the domain of the States. In these
circumstances, States aggrieved by the farm sector laws will either have to go the Punjab way to
adopt Bills that would require presidential assent, as Rajasthan has decided to do, or challenge
the validity of the central laws in the Supreme Court, as Chhattisgarh is said to be considering.
Whatever the outcome, clear from the groundswell of opposition across the country is that a
cavalier and centralised approach to issues that affect millions of farmers ill-serves a diverse
country.
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the number of articles that can be read free, and extended free trial periods. However, we have
a request for those who can afford to subscribe: please do. As we fight disinformation and
misinformation, and keep apace with the happenings, we need to commit greater resources to
news gathering operations. We promise to deliver quality journalism that stays away from vested
interest and political propaganda.
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Source : www.indianexpress.com Date : 2020-10-26

LET’S NOT WASTE A CRISIS
Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

By passing its farm bills, Punjab has fired the first salvo against the pieces of legislation enacted
by Parliament last month. Other states in which the Congress holds office, Rajasthan and
Chhattisgarh, could follow suit soon. Notwithstanding whether President Ram Nath Kovind gives
his assent to the state bills that undermine the central ones, the important issue is to sift the
grain from chaff — how much of this conflict is about economics aimed at helping farmers and
how much sheer politics. My take on this episode is that it is 90 per cent politics and only 10 per
cent economics — if at all. Let me explain.

Punjab’s farm bills prohibit private players from buying wheat and paddy below the MSP
(minimum support price) even outside the APMC (agriculture produce market committee)
markets. Anyone trying to do so will end up with three years in prison, and also levied a hefty
fine. The point is that this pertains only to wheat and paddy. Why not do it for other crops, say
maize, cotton, pulses and oilseeds that are under the ambit of the central MSP system? Or even
extend it to milk and vegetables by declaring local MSPs for them? Because the state
government is smart and knows full well that it will create a fiasco in agri-markets, which might
boomerang on it politically.

Would a law for only wheat and paddy help farmers? Not really, as the Centre already buys
more than 95 per cent of Punjab’s wheat and paddy at MSP through the Food Corporation of
India (FCI) and state procurement agencies. So, where is the economic gain for the Punjab
farmer? Much of the uproar is about the Rs 5,000 crore that the state government (Rs 3,500
crore) and arhtiyas (Rs 1,500 crore) squeeze annually from the FCI for wheat and paddy
procurement.

Let me get to the economic roots of this politics. My reading is that the Congress and many
social activists who demand that MSP be made a legal instrument (rather than indicative)
actually exhibit deep distrust of the private sector and markets. This line of thinking goes back to
about 50 years. It may be worth recalling what late Indira Gandhi did to wheat and paddy traders
in 1973-74, when she was at the peak of her popularity. Recall that in 1971, she had won the
war with Pakistan (that gave birth to Bangladesh), abolished the privy purses of the families of
erstwhile princely states, given the catchy slogan of “Garibi hatao”, and nationalised commercial
banks in 1969. All this was part of the socialist era, although the word, “socialist”, was inducted
in the Preamble of the Constitution only in 1976.

In October 1972, Indira Gandhi announced an important agri-marketing policy step — that the
wholesale trade in wheat and rice (paddy) will be taken over by the government as traders were
being unscrupulous in not giving farmers their due MSP and manipulating prices. The first
marketing season of the government takeover of wholesale wheat trade, in 1973-74, saw a
major fiasco. Market arrivals dropped, and wheat prices shot up by more than 50 per cent. It was
a bitter lesson. But Indira Gandhi learnt, and gave up the policy the very next year.

In Punjab’s farm laws, I find resonances of the wheat trade takeover of 1973-74 — that was also
the period of “licence raj” in industry with marginal income tax rates going as high as 98 per
cent. Do we want to go back to the economic philosophy of those days in the early 1970s that
gave us what my teacher, the famous agri-economist, Raj Krishna, described as the “Hindu rate
of growth” or 3.5 per cent GDP growth?

It is to the credit of the Congress Party leadership under then Prime Minister PV Narasimha Rao
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that it supported the economic reforms package prepared by Manmohan Singh and his team of
trusted economists in 1991. The reforms took some time to yield results, but, by the 2000s, India
was taking 7 per cent GDP growth as its new normal — double the “Hindu rate of growth” of the
1970s socialist era of Indira Gandhi. But even the 1991 economic reforms bypassed agriculture
marketing reforms.

It was only under the leadership of the late PM Atal Bihari Vajpayee that agri-marketing reforms
became high on the agenda. It was triggered by the bulging stocks of wheat and rice with the
FCI. In 2003, a model act on agri-marketing was circulated to the states. Vajpayee’s style of
functioning was an accommodative one, as he was leading a large coalition government. But
that model act did not go far enough. The NDA lost the general elections in 2004.

The UPA government, from 2004 to 2014, did not pursue any major agri-marketing reforms. In
food, they again turned socialist, enacting the National Food Security Act in 2013, giving 5 kg
wheat or rice to 67 per cent of the population at Rs 2/kg and Rs 3/kg. One may well ask what
happened to “Garibi hatao” of 1971, if 67 per cent of the population was still food-insecure in
2013?

The NDA government under Prime Minister Narendra Modi set up a high-level committee (HLC)
under Shanta Kumar in 2014 to restructure the grain management system. The committee
suggested major changes, including cash transfers in the public distribution system, and
overhauling the FCI’s operations with a good dose of free markets to make the system more
efficient. But the Modi government could not muster courage to undertake bold reforms, except
some marginal tinkering of labour rules in the FCI. It also tried going the Vajpayee way through
model acts on agri-marketing reforms. But again, they did not go far enough.

The COVID-19 crisis opened a window of opportunity to reform the agri-marketing system. The
Modi government grabbed it — this is somewhat akin to the crisis of 1991 leading to de-licensing
of industry. Patience and professionalism will bring rich rewards in due course, not noisy politics.

The writer is Infosys chair professor for agriculture at ICRIER

 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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THE PESTICIDE MANAGEMENT BILL, 2020
Relevant for: Indian Economy | Topic: Major Crops, Cropping Patterns and various Agricultural Revolutions

The Pesticide Management Bill, 2020 was introduced in Rajya Sabha by the Minister of
Agriculture and Farmers Welfare, Mr. Narendra Singh Tomar, on March 23, 2020.  It seeks
to regulate the manufacture, import, sale, storage, distribution, use, and disposal of
pesticides, in order to ensure the availability of safe pesticides and minimise the risk to
humans, animals, and environment.  The Bill seeks to replace the Insecticides Act, 1968.
 

●

Pest and pesticide:  The Bill defines a pest as any species of animal, plant, or
pathogenic agent that is unwanted, or injurious to plants, humans, animals, and the
environment.  A pesticide is any substance of chemical or biological origin intended
for preventing or destroying any pest in agriculture, industry, public health, pest
control operations, or for ordinary use.
 

●

Central Pesticides Board:  The central government will constitute the Central
Pesticides Board to advise the central and state governments on scientific and
technical matters arising under the Act.  It will also advise the central government in
formulating standards and best practices for: (i) pesticide manufacturers,
laboratories, and pest control operators, (ii) working conditions and training of
workers, and (iii) recall and disposal of pesticides.  The Board will also frame model
protocols to deal with poisoning cases due to pesticides.
 

●

Registration of pesticides:  Persons seeking to import or manufacture a pesticide for
ordinary use, agriculture, industry, pest control, or public health, are required to
obtain a certificate of registration for the pesticide from the Registration Committee.
 The Committee will be constituted by the central government, and will: (i) specify the
conditions for granting a certificate and issue certificates, (ii) periodically review the
safety and efficacy of registered pesticides, and amend or cancel their certificates,
and (iii) notify substances which cause the same chemical or biological action as a
pesticide.
 

●

Registration criteria:  The Committee will evaluate the information submitted in the
application about the pesticide on factors such as safety, efficacy, necessity, end-
use, risks, and availability of safer alternatives.  It will not register a pesticide if the
applicant submits false or misleading information, or if the maximum limits for the
residue of the pesticide on crops and commodities are not specified under the Food
Safety and Standards Act, 2006.  It may also not register the pesticide if there is
scientific uncertainty regarding its risks and benefits, and threats of serious and
irreversible damage to human health, other living organisms, or the environment.
 

●

Licences:  A person seeking to manufacture, distribute, exhibit for sale, sell, or stock
pesticides, or undertake pest control operations is required to obtain a licence from
the Licensing Officer, who may be appointed by the state government.   Once the
registration certificate for a pesticide is issued, the applicant must obtain a licence
within the specified period, failing which the certificate will be cancelled.  Licence is

●
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not required for selling or storing ordinary use pesticides (intended for use only in
households, offices, and similar premises), which may be notified by the central
government.
 
A person’s licence will be revoked if he is convicted of an offence under the Act.  It can also
be revoked if he: (i) violates the conditions under which the licence was granted, (ii)
contravenes the provisions of the Act or the rules made under the Act, or (iii) had submitted
false or misleading information to obtain the licence.
 

●

Prices:  If the central government considers it necessary or expedient to secure the
distribution and availability of pesticides at fair prices, it may constitute an authority
to regulate their price in a manner as it may prescribe.
 

●

Prohibition on certain pesticides:  The central and state governments may, by
notification, prohibit the distribution, sale, or use of a pesticide or a specified batch in
an area, up to a period of one year.  Pesticides can be prohibited if: (i) they pose a
risk to, or can adversely impact human health, other living organisms, or the
environment, or (ii) they pose a barrier in international trade of agriculture
commodities.
 

●

Pesticide inspector:  The central and state governments may, by notification, appoint
pesticide inspectors for certain areas.  A pesticide inspector can: (i) enter and search
a premises or vehicle if he suspects commission of an offence or wants to check
compliance, (ii) seize any document, material, or stock of pesticides, (iii) send
samples of pesticides for test and analysis, and (iv) with the Executive Magistrate’s
approval, stop the sale, use, distribution, or disposal of pesticides for a period of up
to 60 days or until the receipt of the sample test reports.
 

●

Offences:  Under the Bill, manufacturing, importing, distributing, selling, exhibiting
for sale, transporting, storing, or undertaking pest control operations, without a
licence or certificate is punishable with imprisonment of up to three years, or a fine of
up to Rs 40 lakh, or both.  Persons using pesticides in their own household, kitchen-
garden, or land under their own cultivation are not liable for prosecution for any
offence under the Bill. 

●
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receive it.
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CENTRAL FARM BILLS GIVE STATES OPPORTUNITY
TO LIBERATE FARMER FROM ARCHAIC SYSTEMS

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

The Centre has finally decided to bite the bullet by instituting major reforms in the labour and
agriculture sectors. The reforms were announced piggy-backing on the COVID-19 relief
package. Parliament has passed three bills on agriculture reform. This has evoked protests,
largely in Punjab and Haryana. Unfortunately, politics in India has been played in the name of
the farmer. Parties across the political spectrum have, at some point of time or other, advocated
the reversal of the archaic mandi system. However, some parties continue to decry the steps
taken.

Taking recourse to Article 254 of the Constitution, the Punjab government has passed its own
bills to nullify some provisions of the central acts. Similar action by the Chhattisgarh and
Rajasthan governments seems to be on the anvil. Let us analyse the legal implications of this
action and how it might impact farmers in these states.

The Constitution has placed agriculture on the state list, implying that state governments are
required to address all issues relating to it. However, it is the Centre which decides and
announces support prices for major crops for the entire country. It also decides issues such as
bank loan waivers. International agreements and multilateral trade in agricultural products also
fall in the Union government’s domain — issues related to agricultural and dairy products, in
fact, had a prominent role in India not joining the Regional Comprehensive Economic
Partnership (RCEP). So, in effect, agriculture gets dual consideration. This has led to
considerable debate for moving it to the concurrent list. There is precedence for such action —
the 42nd constitutional amendment had moved education to the concurrent list in 1976.

Opinion | Ashok Gulati writes: Challenges to farm bills harken to socialist era, attempt to
undo agriculture’s 1991 moment

Some other constitutional provisions, in the Union and concurrent lists, provide legal justification
for the Centre’s intervention in issues pertaining to agriculture. Entry 33 in the concurrent list
limits the power of states in agriculture, by empowering both governments to legislate on
production, trade and supply of a range of agricultural foodstuffs and raw material. In fact, the
Sarkaria Commission had opined on the Union government using Entry 33 to promulgate the EC
Act in 1955. This significantly enhanced the Centre’s power.

What seems to have raised the hackles of the states are provisions in the new bills which entrust
the Centre with overriding powers of implementation. The Congress has issued an advisory to
governments in states in which it holds office to explore the possibility of passing laws under
Article 254(2) to bypass the central legislation. In doing so, they are taking a leaf out of the NDA
government’s book — in 2015, the NDA government had been unable to amend the Land
Acquisition Act passed by UPA-II due to an inadequate majority in the Rajya Sabha. It had then
advised BJP-led states to invoke Article 254(2) to override the provisions of the central act.

The Punjab bill has set in motion the process of states taking refuge under Article 254 to pass
their own pieces of legislation. The bill declares all purchases below the MSP to be illegal and
punishable with imprisonment. It has also levied a fee on trade outside the mandis. All state bills
that seek to nullify central acts have to be approved by the President after they have received
the consent of the governor of the state. It is quite likely that the Punjab governor will return the
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bills, but will be legally constrained to pass them on to the President once the state government
sends it to him again. If the intent of the Centre in passing the new acts were to prevail, it would
advise the President to reject the Punjab legislation. It could even languish with the President for
a long time. However, if they play politics, they could go along and advise presidential assent
while continuing to undertake procurement at MSP — which the Centre had declared that it
would not be curtailing. This may take the wind out of the sails of the state government as they
have declared mandatory the purchase of only paddy and wheat at MSP. These two foodgrains
were, in any case, being more or less fully mopped up by procurement agencies. Under the new
central law, the arhtiyas will not get their commission or fee.

Opinion | Ajay Vir Jakhar writes: Farm bills — Politics now threatens to complicate the
process

Various petitions have also been filed in the Supreme Court claiming that the central laws
infringe upon the jurisdiction of state governments and that they render farmers vulnerable to
corporate greed and are, therefore, anti-farmer. While the legal issues will be adjudicated upon
by the court in due course, the politics that is playing out is definitely going to be detrimental to
farmers’ interests.

The reforms certainly point to a direction where farmers would be freed from the archaic
provisions of the APMC and EC Acts. It would be in the interests of the farming community and
state governments to give the much-delayed reform measures a fair chance by giving them
access to competitive purchases, affording better prices, since the safety net of MSP will in any
case continue. Reformist chief ministers and astute policy planners should grab this opportunity
and encourage investment in private infrastructure to create supply chains and give the farmer
the benefit of demand-led prices. They should also take appropriate action to create institutional
mechanisms, such as farmer producer organisations or aggregators, to ensure greater farmer
participation.

This is certainly the 1991 moment for Indian agriculture. The first state off the starting block will
liberate the Indian farmer as no other action of government has done in the last five decades.

This article first appeared in the print edition on October 28, 2020 under the title “Give
reforms a chance”. The writer is distinguished visiting research fellow at the Institute of
South Asian Studies, National University of Singapore

Opinion | Yoginder K Alagh writes: Farm bills can achieve a lot, but in a crisis year
government should exercise caution

 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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LABOUR REFORMS SANS HUMAN FACE
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

incl. MSMEs and PSUs

Written by Atul Sarma and Shyam Sunder

Since the shift of the Indian economy to a market-driven, open economy in 1991, manufacturing
has been losing its share in GDP – from 16.6 per cent in 1990 to 13.7 per cent in 2019, except
for two years (2009-10). It has failed to function efficiently in a competitive market system. Over-
regulation and rigid labour laws are widely regarded as major impediments to their growth and
competitiveness. Indeed, as a Team Lease (India’s largest temping agency) study has brought
out, India has a complex legal regime, governing labour-capital relations with 463 Acts, 3,2542
compliances and 3,048 filings. Several other studies have also argued that the multiplicity of
complex labour regulations and the cumbersome nature of compliances act as a barrier to the
sector’s growth. A rigid regime constrains the manufacturing sector and adds to high transaction
costs.

To promote a transparent and simplified system to suit the contemporary business environment
and facilitate ease of doing businesses without compromising labour welfare, the Centre has
brought in a series of labour law reforms. Based on the recommendations of the Second Labour
Commission (1999), 29 labour laws have been consolidated into four codes. These are the
Wage Code dealing with fixation of the minimum wage; Social Security Code setting thresholds
for social security schemes; Industrial Relations Code dealing with the classification of workers,
provisions for registration of trade unions, unfair labour practices, lay-offs and retrenchment and
resolution of industrial disputes and Occupational Safety, Health and Working Conditions Code
specifying safety standards and working conditions.

This article discusses a few salient features of the Industrial Relations Code (IR Code) that are
directed towards enhancing the efficiency and competitiveness of the manufacturing sector while
maintaining labour welfare.

Broadly speaking, by modifying, revising and widening the definition of “industry”, “employer”,
“employee”, “worker”, “strike”, “retrenchment”, “settlement” and various “threshold numbers”, the
IR Code has sought to bring a paradigm shift in labour laws at one level and in employee-
employer relations at another.

The obligatory requirement of industrial establishments to take prior permission of the
government before lay-offs, retrenchment and closure have been hugely relaxed by raising the
threshold level of workers from 100 or more to 300 or more. Appropriate government initiative
could even increase the threshold to higher numbers, by notification. Again, prior permission has
been exempted if the lay-off is due to shortage of power, natural calamity, and in the case of a
mine, if the lay-off is due to fire, flood, and excess of inflammable gas or explosion. Further, the
concept of “deemed approval” has been introduced in case the appropriate government does
not respond to the application seeking permission within 60 days.

Widening the scope of “retrenchment” in the IR Code would allow employers to practice arbitrary
retrenchment and lay-offs. This would create a sense of insecurity among workers even with the
provision for time-bound and defined compensation in lieu of retrenchment.

The IR code has introduced a new category of employment, “fixed-term employment”, which will
enjoy the same benefits including gratuity as given to the permanent workers. This will give
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flexibility to industrial establishments to hire seasonal workers according to their requirements.
There will be scope for shifting work and activities from permanent to fixed-term since no
objective criteria are laid down for any minimum or maximum period nor any ceiling on the
successive use of fixed-term contracts. “Contract labour” has been defined in the Social Security
Code but it does not find any mention in the IR Code.

“Recognition of Negotiating Trade Union” in the IR Code has sought to streamline the
negotiating processes within a time frame by removing complexities and minimising the number
of trade unions. Stricter requirements for the recognition of trade union would reduce the
collective bargaining power of workers.

Under the provisions of the IR Code, dispute resolution between an employer and employee
shall be dealt through arbitration on the basis of a written agreement. This will be governed by
the procedure under the Code. The IR Code prescribes a two-year limit for the conciliation
officer to take an industrial dispute matter into conciliation, which might not be enough in many
circumstances. Two-member industrial tribunals and the national industrial tribunal with one
judicial and one administrative member will replace the existing multiple adjudicating bodies like
the court of inquiry, board of conciliation and labour courts

Further, various essential aspects of the law such as the increase in the threshold for lay-offs,
retrenchment, and closure could now be done through rule-making. This means the Central and
state governments can always play around the threshold limits.

Trade Unions have observed that the IR codes are not labour friendly and there is a clear
attempt to diminish the role of trade unions. The codes will place more than 74 per cent of
industrial workers and 70 per cent of industrial establishments under the “hire and fire regime” at
the will of the employers; even forming a trade union will be extremely difficult; there will be a
virtual ban on workers’ right to strike and even collectively agitate for their grievances and
demands.

Indeed, the IR Code seems to have been designed in a way that it would encourage negotiation
between employee and employer on an individual basis and thereby reduce the role of collective
bargaining by labour unions. The many one-sided concessions and waivers given to employers
will not be conducive to achieving labour welfare. With power being given to the Central and
state governments to dilute or waive off certain clauses, there could be greater complexity in law
enforcement due to the presence of different laws in different states.

Overall, the IR code has given enormous flexibility to employers while commodifying labour. This
is based on the premise that the flexible labour regime would enhance the competitiveness of
the manufacturing sector. There are elements in the IR codes that would lead to labour
insecurity. This will undermine the loyalty and commitment of labour, and consequently,
productivity.

The larger question is whether the current conditions are conducive for such drastic labour
reform. It is a time when millions have lost their jobs due to a sudden lockdown. The share of
labour compensation in the national income in India has been declining from 38.5 per cent in
1981 to 35.4 per cent in 2013 (ILO, India Wage report). Automation and the greater use of
technology in manufacturing have impacted labour demand. Given the contraction of the
economy by 23.9 per cent in the first quarter, a demand push, not wage decline, is what is
urgently needed to spur the economy.

Overall, reforming and simplifying labour laws are very much needed but a hire and fire regime
will not fix the problems nor unleash the desired level of efficiency in the manufacturing sector.
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In reality, the Indian manufacturing sector has many other challenges including those related to
land, capital and technology. Therefore, in the name of reforms, the rights of labour should not
be compromised by clipping the wings of trade unions.

Atul Sarma is Distinguished Professor at Council for Social Development, Delhi and Shyam
Sunder works with a leading Indian Corporate. Views are personal
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