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GRIM SOVEREIGN TANGLE: THE HINDU EDITORIAL ON
GST COMPENSATION STANDOFF

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

Three years after India’s new indirect tax regime was introduced with a slogan of ‘One Nation,
One Tax’, it faces an existential crisis. Despite its patchy structure with too many rates, complex
compliance requirements and multiple mid-course changes, the implementation of the Goods
and Services Tax (GST), overseen together by the Centre and the States, had begun to almost
serve as an exemplar of co-operative federalism. All of those gains have quickly unravelled as
the slowdown in the economy, exacerbated by the COVID-19 lockdowns, has thrown all revenue
calculations to the wind. The Centre is obliged to pay to the States, for a period of five years,
compensation for revenue shortfalls in return for their having ceded the power to levy the
multiple taxes that were subsumed into the GST. Last week, Finance Minister Nirmala
Sitharaman asserted, at what may have been the most tenuous GST Council meeting so far,
that the Centre will not be able to meet the compensation shortfall. With GST collections sharply
undershooting all targets this year, the Centre estimates compensation payable for the full year
at 3-lakh crore. But just 65,000 crore is expected in the cess kitty used to pay out the
compensation.

In July, the Centre paid out the last instalment of compensation for the last fiscal and is, so far,
yet to pay anything for this year. States have now been given two options, both requiring them to
borrow from the market. The Centre contends that only 97,000 crore of the revenue shortfall is
from implementation of the GST, while 1.38-lakh crore is due to extraordinary circumstances
posed by an ‘Act of God’ (the pandemic). States can either borrow 97,000 crore, without having
it added to their debt and with the principal and interest paid out from future cess collections, or
they can borrow the entire 2.35-lakh crore shortfall, but will have to provide for interest payments
themselves. The Finance Ministry has argued that higher borrowing by the Centre will push up
interest rates and dent India’s fiscal parameters. At best, this is specious — total government
debt, including States’, is what rating agencies look at. Several States have rejected both
options and some, including Tamil Nadu, have urged the Centre to rethink in view of their
essential and urgent spending needs to curb the pandemic and spur growth. A staring match is
in the offing. It is up to the Centre to resolve this impasse in a way that future GST reforms do
not fall victim to the trust deficit engendered by this standoff, the pandemic response is
strengthened and all-round government capital spending to bolster sagging demand not
derailed. For now, the only certainty is that the compensation cess levied on demerit goods will
stay on beyond 2022, and may even be raised, affecting several businesses, including the jobs-
intensive auto sector.
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A select list of articles that match your interests and tastes.

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

*Our Digital Subscription plans do not currently include the e-paper ,crossword, iPhone, iPad
mobile applications and print. Our plans enhance your reading experience.
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the number of articles that can be read free, and extended free trial periods. However, we have
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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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INDIA RANKED IN THE TOP 50 NATIONS IN THE
GLOBAL INNOVATION INDEX

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

India has climbed 4 spots and has been ranked 48thby the World Intellectual Property
Organization in the Global Innovation Index 2020 rankings. In midst of the Covid -19 pandemic,
it comes as an uplifting news for India, and is a testament of its robust R&D Ecosystem. India
was at the 52nd position in 2019 and was ranked 81st in the year 2015. It is a remarkable
achievement to be in a league of highly innovative developed nations all over the globe. The
WIPO had also accepted India as one of the leading innovation achievers of 2019 in the central
and southern Asian region, as it has shown a consistent improvement in its innovation ranking
for the last 5 years.

The consistent improvement in the global innovation index rankings is owing to the immense
knowledge capital, the vibrant startup ecosystem, and the amazing work done by the public &
private research organizations. The scientific ministries like the Department of Science and
Technology, the Department of Biotechnology and the Department of space have played a
pivotal role in the enriching the national innovation Ecosystem.

The NITI Aayog has been working tirelessly to ensure optimization of national efforts in this
direction by bringing policy led innovation in different areas such as EVs, biotechnology, Nano
technology, Space, alternative energy sources, etc. The India Innovation Index, which was
released last year by the NITI Aayog, has been widely accepted as the major step in the
direction of decentralization of innovation across all the states of India. A constant thrust in
monitoring and evaluating India’s position in global rankings has be provided by the NITI Aayog,
including the global innovation index.

India must aim high and double its efforts in improving its ranking in the global innovation index.
The call for Aatma Nirbhar Bharat by the Hon’ble Prime Minister could only be realized if India
punches above its weight class and compete with global superpowers in developing scientific
interventions. It is time that India brings a paradigm shift and aims to be in the top 25 countries
in the next global innovation index rankings.

VRRK/KP

India has climbed 4 spots and has been ranked 48thby the World Intellectual Property
Organization in the Global Innovation Index 2020 rankings. In midst of the Covid -19 pandemic,
it comes as an uplifting news for India, and is a testament of its robust R&D Ecosystem. India
was at the 52nd position in 2019 and was ranked 81st in the year 2015. It is a remarkable
achievement to be in a league of highly innovative developed nations all over the globe. The
WIPO had also accepted India as one of the leading innovation achievers of 2019 in the central
and southern Asian region, as it has shown a consistent improvement in its innovation ranking
for the last 5 years.

The consistent improvement in the global innovation index rankings is owing to the immense
knowledge capital, the vibrant startup ecosystem, and the amazing work done by the public &
private research organizations. The scientific ministries like the Department of Science and
Technology, the Department of Biotechnology and the Department of space have played a
pivotal role in the enriching the national innovation Ecosystem.
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The NITI Aayog has been working tirelessly to ensure optimization of national efforts in this
direction by bringing policy led innovation in different areas such as EVs, biotechnology, Nano
technology, Space, alternative energy sources, etc. The India Innovation Index, which was
released last year by the NITI Aayog, has been widely accepted as the major step in the
direction of decentralization of innovation across all the states of India. A constant thrust in
monitoring and evaluating India’s position in global rankings has be provided by the NITI Aayog,
including the global innovation index.

India must aim high and double its efforts in improving its ranking in the global innovation index.
The call for Aatma Nirbhar Bharat by the Hon’ble Prime Minister could only be realized if India
punches above its weight class and compete with global superpowers in developing scientific
interventions. It is time that India brings a paradigm shift and aims to be in the top 25 countries
in the next global innovation index rankings.

VRRK/KP

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com



Page 7

cr
ac

kIA
S.co

m

Source : www.indianexpress.com Date : 2020-09-04

A LABOUR LAW, MORE BENEFICIAL
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

Written by Amartya Dey

Granville Austin, the American legal historian and the author of the seminal work, Indian
Constitution: Cornerstone of a Nation, referred to the Directive Principles of State Policy (DPSP),
along with the Fundamental Rights, as the “Conscience of the Constitution”. Although the
Directive Principles enshrined in our Constitution are non-justiciable, they help the legislature in
formulating policies and enacting laws, the judiciary in determining the constitutional validity of a
law, and the executive in implementing the policies and laws not only in letter but also in spirit.

One of the many goals the Directive Principles of State Policy envisage is promoting the welfare
of all people by providing them with a decent standard of life. The various labour laws of our
country embody this spirit of the DPSP but while the principles aspire to include all the citizens
of the country, our labour laws can sometimes be seen as “exclusionary”, creating multiple
classes within the working class. The laws are predominantly aimed at protecting the rights of
organised workers while the workers in the unorganised sector, who are more vulnerable, get
scant protection. In certain cases, the labour laws have so many terms and conditions that a
large number of workers in the organised sector also fail to derive any benefit. A case in point is
the Payment of Gratuity (PG) Act, 1972.

The PG Act regulates the payment of gratuity to employees engaged in factories, mines,
oilfields, plantations, ports, railway companies, shops, or other establishments. It is a means for
the employers to say “Thank you for your service” to the employees who have rendered service
for five years or more. The gratuity amount can be perceived as a retirement benefit – a social
security measure. But while a social security legislation should be defined as broadly as possible
to ensure that maximum people, especially those from the marginalised and underprivileged
backgrounds, can get the benefit, some provisions in the PG Act make it difficult for workers to
get any benefit.

First, the Act applies only to organisations that employ 10 or more employees. Second, the
organisation has to fall under the definition of “establishment” under the PG Act. Not all
establishments have to pay gratuity even if they engage 10 or more of them. The laws in
respective states define whether an organisation or institution falls under the definition of
“establishment” and, unsurprisingly, the state laws differ in their definition. For example, in
Odisha, a temple employee would get gratuity under the PG Act but in Karnataka, a person
doing the same job would not be eligible to get any benefit because the Karnataka Shops and
Commercial Establishments Act, 1961 does not include “Temple Trust” under its definition of
“establishment”.

Third, the workers or employees of the establishment must fall under the definition of
“employees” under the PG Act. For example, in Ahmedabad Private Primary Teachers’
Association versus Administrative Officer & Others, the Supreme Court ruled that primary school
teachers were not eligible for receiving gratuity under the PG Act because they did not fall under
the definition of “employees” even though the Court recognised that gratuity is “financial
assistance to tide over post-retiral hardships and inconveniences”. (Fortunately, the legislature
amended the Act in 2009 with retrospective effect to bring teachers within the purview of the
definition of “employees” in the PG Act.)
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Fourth, to get payment of gratuity, an employee has to work for at least five years continuously
under the same employer or be separated due to death or disablement. Although this seems like
a fair clause, it excludes a large number of contract labourers or workers who are forced by
circumstances to work in short-term assignments. For example, suppose a hotelier outsources
the house-keeping job in the hotel to a third party. It has been observed that such outsourcing
contracts are normally for three to four years. At the end of each contract period, there is a high
probability that a different contractor would be awarded the next contract. The workers engaged
under the contracts would not be entitled to receive gratuity even if they continue to do the
house-keeping job in the same hotel because they would not have completed service of five
years or more under the same contractor, their immediate employer. Further, the hotelier would
not be liable to pay gratuity to these workers because unlike the Employees’ Provident Funds &
Miscellaneous Provisions Act, 1952, the PG Act does not assign any role to the principal
employer – the hotelier, in this instance.

Lastly, as per the PG Act, the employees have to work for at least 240 days per year for five
years continuously to be eligible for gratuity payment in most industries. Thus, if an employee
has to return to her village for attending to some personal misfortune, she can be denied gratuity
payment if she cannot meet the prescribed annual quota of 240 days.

The above points make it amply clear that for the unorganised sector workers, it is almost
impossible to receive any gratuity and for most organised workers working as contract labourers,
ticking all the boxes under the PG Act is easier said than done. We can solve this problem by
relaxing the clauses of the PG Act. The relaxation would also help in improving our country’s
ease of doing business metrics.

Our legislators can provide two options to the employees under the PG Act to increase its
“coverage” and measured impact – deferred gratification and immediate gratification. Under the
deferred gratification option, the conditions would be the same as prescribed under the PG Act
currently — the employees would have to work for at least five years continuously under an
employer and they would receive gratuity payment at the rate of 15 days’ salary for every year of
continuous service. This would preserve the rights of the employees who can offer long-term
service to an organisation.

The immediate gratification option, on the other hand, would help employees who are forced to
work on short-term contracts with durations of less than five years. This option would involve
paying the gratuity amount to the employees along with their monthly salaries. The PG Act rate
of 15 days of salary for every year of continuous service roughly translates to 4.81 per cent of
Basic Pay and Dearness Allowance. Adding this to the monthly salaries would ensure that the
workers engaged in short-term assignments also get benefits under the Act. This gratification
option has, in fact, been implemented by a Fortune 500 organisation in India for contract
labourers engaged by contractors under contracts that run for three to four years.

To increase the coverage of the PG Act, our legislators can mandate that any person receiving a
salary be entitled to gratuity under the Act. The condition of 10 or more employees in an
organisation should be removed and the definitions of “employees” and “establishments” should
be made more exhaustive and inclusive. Such simplification would also help in reducing the
burden of the labour authorities and the courts of our country who have to adjudicate claim
cases and associated appeal petitions under the PG Act.

The Directive Principles of State Policy are often referred to as the soul of our Constitution. The
eminent jurist, cabinet minister and former Chief Justice of the Bombay High Court, M C Chagla,
had once pointed out that “if all these (directive) principles are fully carried out, our country
would indeed be a heaven on earth”. To achieve this goal, our labour laws have to be simplified
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to ensure that more workers get benefits, businesses can implement the rules more easily, and
our over-burdened judiciary is not burdened further.

The writer is Employee Relations Manager in Oil India Limited. 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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RBI ALTERS PRIORITY SECTOR NORMS TO HELP
START-UPS, FARMERS AVAIL LOANS

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

The Reserve Bank of India (RBI) on Friday released revised priority sector lending guidelines to
augment funding to segments including start-ups and agriculture.

Bank finance of up to Rs. 50 crore to start-ups, loans to farmers both for installation of solar
power plants for solarisation of grid-connected agriculture pumps, and for setting up compressed
biogas (CBG) plants have been included as fresh categories eligible for finance under the
priority sector.

Higher weightage has been assigned to incremental priority sector credit in ‘identified districts’
where priority sector credit flow is comparatively low.

The targets prescribed for ‘small and marginal farmers’ and ‘weaker sections’ are being
increased in a phased manner and higher credit limit has been specified for farmer producer
organisations (FPOs)/farmers producers companies (FPCs) undertaking farming with assured
marketing of their produce at a pre-determined price.

Besides, loan limits for renewable energy have been doubled. Commercial banks have been
instructed to adhere to the revised guidelines.

“The RBI’s revision in PSL guidelines will incentivise credit flow to specific segments like clean
energy, weaker sections, health infrastructure and credit deficient geographies,” commented
Krishnan Sitaraman, senior director, CRISIL Ratings.
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GST REFORM NEEDS A NEW GRAND BARGAIN
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &

Black Money incl. Government Budgeting

Three years ago, the Centre and the States of the Union of India struck a grand bargain
resulting in the launch of the unified Goods and Services Tax (GST) era. The States gave up
their right to collect sales tax and sundry taxes, and the Centre gave up excise and services tax.
The nationwide GST promised frictionless commerce across State borders,buoyant and
leakproof tax compliance, and removal of inefficiencies like the cascade of “tax on tax”. This
historic grand bargain was the result of painstaking consensus building, which inter alia involved
addressing the apprehension of States, of revenue loss due to the GST.

Their consent was secured by a promise of reimbursing any shortfall in tax revenues for a period
of five years. This reimbursement was to be funded by a special cess called the GST
compensation cess. The promised reimbursement was to fill the gap for an assured 14% year
on year tax growth for five years, and it was generous to a fault. Neither the national aggregate
nor any of the major States had this record for the previous five years.

Also read | Borrow from RBI to bridge GST gap, Centre tells States

But that was not the only fault with the design, which had also failed to learn from the successful
design of harmonising Value Added Tax (VAT) rates across the nation, implemented just a
decade ago. VAT was the precursor to GST and also needed a consensus. That design too had
an inbuilt reimbursement formula. But that tapered over the years, making room for incentives
for tax effort from the States, sort of “skin in the game”.

As the economy battles a pandemic and recession, the tax collection has dropped significantly,
while expenditure needs are sharply higher, especially at the frontline of the battle, at the State
level. But it seems that the States have been told that they are on their own to meet the shortfall
in revenues. Using an equivalent of the Force Majeure clause in commercial contracts, the
Centre is abdicating its responsibility of making up for the shortfall in 14% growth in GST
revenues to the states.

This is wrong on many counts. First, the States do not have recourse to multiple options that the
Centre has, such as issue of a sovereign bond (in dollars or rupees) or a loan against public
sector unit shares from the Reserve Bank of India. Second, the Centre can anyway command
much lower rates of borrowing from the markets as compared to the States. Third, in terms of
aggregate public sector borrowing, it does not matter for the debt markets, nor the rating
agencies, whether it is the States or the Centre that is increasing their indebtedness. Fourth,
fighting this recession through increased fiscal stimulus is basically the job of macroeconomic
stabilisation, which is the Centre’s domain. Fifth, and most importantly, breaking this important
promise, using the alibi of the COVID-19 pandemic causes a serious dent in the trust built up
between the Centre and States.

Comment | Making up for shortfalls in GST collection

Cooperative federalism is in the nature of a “repeated game” between the two entities, and every
action must think of the future consequences, not just the immediate ones. Will it not weaken the
foundation of trust?

Kautilya too would have advised the sovereign against reneging on the promised bailout, as

https://www.thehindu.com/opinion/lead/entering-the-age-of-gst/article19189469.ece
https://www.thehindu.com/business/Economy/centre-places-before-states-2-options-for-borrowing-to-meet-gst-revenue-shortfall/article32456870.ece
https://www.thehindu.com/opinion/op-ed/making-up-for-shortfalls-in-gst-collection/article32319744.ece
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fulfilling the obligation helps build trust with sub-sovereigns.

Also read | Centre’s GST compensation options ‘betrayal of spirit of cooperative federalism’:
Punjab FM

The issue of GST compensation to the States is just the latest in the bumpy three-year journey
of the new tax design. It is clear that the design needs a radical overhaul. Just tinkering with the
compensation mechanism, or frequently changing rate slabs, or pushing more goods in the “sin
tax” cess category, to earn revenue that is not shareable with the States, is not the way forward.
What we instead need is a Grand Bargain 2.0 between the sovereign and the sub-sovereign
entities.

What would this be based upon? We have to go back to first principles. GST is a destination-
based consumption tax, which must include all goods and services with very few exceptions,
such as food and medicine. That widening of the tax base itself will allow us to go back to the
original recommendation of a standard rate of 12%, to be fixed for at least a five-year period.

Editorial | Digging deeper: On GST compensation

A comparison with Australia which also coincidentally shares its GST anniversary with India, is
apt. For the past two decades their GST rate has been constant at 10%. Of course India’s single
rate of 12% has to cover petrol, diesel, electricity, transport and real estate as well. Some extra
elbow room for the States’ revenue autonomy is obtained by allowing the States non VATable
surcharges on a small list of “sin” goods such as liquor, tobacco, polluting goods such as sport
utility vehicles, and industrial fuels such as diesel, aviation turbine fuel and coal. A low moderate
single rate of 12% encourages better compliance, reduces the need to do arbitrary classification
and discretion, reduces litigation and will lead to buoyancy in collection.

Incidentally this redesign will scrupulously avoid the bogey of a “revenue neutral rate” (RNR)
which needlessly occupied the attention of lawmakers and officials. GST is a long-term structural
reform, while RNR is a short term and basically an elusive concept. In the long term there are
many changes in consumption patterns, production configurations and locations, which cannot
be anticipated and hence a static concept of RNR cannot be reference. The commitment to a
low and stable rate, à la Australia and many other federal democracies, is a must. Of course the
compensation-cum-reimbursement incentive can remain, but more in the nature of what was
done for VAT harmonisation.

Also read | Kerala FM chairs meeting of States on Centre’s GST dues

This new grand bargain must recognise the increasing importance of the third tier of
government. Even after 28 years of the 73rd and 74th Amendments, the local governments do
not have the promised transfer of funds, functions and functionaries. These local bodies face
increased responsibility of providing government services especially in view of increased
urbanisation and decentralisation. Of the 12% GST, 10% should be equally shared between the
States and the Centre, and 2% must be earmarked exclusively for the urban and rural local
bodies, which ensures some basic revenue autonomy to them. The actual distribution across
panchayats, districts and cities would be given by respective State Finance Commissions. GST
consumption tax paid by every citizen establishes a tighter link between the governed and the
government. The quality of governance improves as also, the tax base is better aligned with
responsibilities of various tiers of government.

Also read | Centre must borrow and pay States’ GST dues: Kerala
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https://www.thehindu.com/opinion/editorial/digging-deeper-the-hindu-editorial-on-gst-compensation/article32215765.ece
https://www.thehindu.com/news/national/meeting-of-fms-on-gst-compensation/article32489969.ece
https://www.thehindu.com/business/Economy/kerala-rejects-options-on-gst-compensation/article32473204.ece
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This fresh approach also calls for an overhaul of the interstate GST and the administration of the
e-way bill. Research papers by Bhaskar and Kelkar (Reforming Integrated GST: Towards
accelerating exports Policy Brief by Dr. V. Bhaskar and Dr. Vijay Kelkar and National Agenda for
2019 – A proposal for the GST reform by Dr. V. Bhaskar and Dr. Vijay Kelkar) describe the
simplified mechanism, which essentially reduces the transaction costs drastically. The current
system is too complex and burdensome. We also need to zero rate exports. GST is a crucial
and long-term structural reform which can address the fiscal needs of the future, strike the right
and desired balance to achieve co-operative federalism and also lead to enhanced economic
growth. The current design and implementation has failed to deliver on that promise. A new
grand bargain is needed.

Vijay Kelkar and Ajit Ranade are, respectively, Vice-President and Member, Pune International
Centre
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has helped us keep apace with events and happenings.

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

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

Suresh Nambath
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Source : www.pib.gov.in Date : 2020-09-06

START-UP VILLAGE ENTREPRENEURSHIP
PROGRAMME (SVEP) IS PROPELLING ENTERPRISES
IN RURAL AREAS AND BUILDING RURAL
ENTREPRENEURS

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

Start-Up Village Entrepreneurship Programme (SVEP) is implemented by Deendayal Antyodaya
Yojana –National Rural Livelihoods Mission (DAY-NRLM), Ministry of Rural Development, as a
sub-scheme since 2016. With an objective to support the rural poor come out of poverty,
supporting them setup enterprises and provide support till the enterprises stabilize, SVEP
focusses on providing self-employment opportunities with financial assistance and training in
business management and soft skills while creating local community cadres for promotion of
enterprises.

 

SVEP addresses three major pillars of rural start-ups namely - finances, incubation and skill
ecosystems. Activities under SVEP are strategically designed to promote rural enterprises, one
of the key areas is to develop pool of community resource persons – enterprise promotion
(CRP-EP) who are local and support entrepreneurs setting-up rural enterprises. Another key
area is to promote the block resource center (BRC) in SVEP blocks, to monitor and manage the
community resource persons, appraise SVEP loan application and acts as the repository of
enterprise related information in the concern block. BRCs play the role to support sustainable
revenue model to operate effectively and independently.

 

During the initial years of implementation, the SVEP focused on mobilizing rural communities to
setup and strengthen the institution structures, invest on training and capacity building on
business management aspects for the BRC members, created pool of CRP-EPs and provided
them intensive training, supported the entrepreneurs to scale up their existing enterprises as
well as establish and support the new enterprises. 

 

Over the years the SVEP has made an impressive progress and has extended business support
services and capital infusion to 153 blocks of 23 states as of August 2020.  Around, 2,000
trained cadre of Community Resource Person-Enterprise Promotion (CRP-EP) are providing
services to rural entrepreneurs and as on August 2020, around 100,000 enterprises are
supported by them. Entrepreneurship Development Institute of India (EDII), Ahmedabad is the
technical support partner of SVEP. 

 

A mid-term review of SVEP which was conducted in September 2019 by Quality Council of India
shows about 82% of the sampled entrepreneurs across the blocks reported being from SC, ST
and OBC categories which signifies social inclusion - one of the pillars of NRLM. 75% of the
enterprises were owned and managed by women and average monthly revenue of enterprises
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was Rs.39,000 - Rs.47,800 in case of manufacturing, Rs.41,700 in case of services and
Rs.36,000 in case of trading. The study also shows that about 57% of the total household
income of the entrepreneurs is through SVEP enterprises.

 

SVEP promotes both individual and group enterprises, set-up and promote enterprises majorly
on manufacturing, trading and service sectors. The program invested largely on building the
capacities of the entrepreneurs to run the businesses profitably based on the local demand and
eco-system. The CRP-EPs are certified and provides business support services to the
entrepreneurs. Investments are also made under SVEP on use of ICT to create standard E-
learning modules for minimizing the transmission loss in technical aspects like business plan
and profit and loss account preparations.

 

The response to COVID pandemic

As the country fought the coronavirus pandemic (Covid-19), women SHGs of DAY-NRLM
stepped up as effective frontline responders and reached the last mile ensuring an immediate
relief to the rural communities and the most vulnerable population. These SHG women
shouldered the responsibilities of the situation and emerged as a strong task force in producing
several quality products like masks, protective gear kits, sanitizers and hand wash across the
country. Products were procured and distributed by the local administration to various
stakeholders. While addressing the need, these SHG rural women entrepreneurs set up an
example of themselves and earned an additional income.   

 

As on August 14, 2020, around 318,413 SHG members are involved in the manufacturing of
face masks, protective kits and sanitizing products. Women SHG members in 29 states have
produced around 23.07 crore face masks, 1.02 lakh litres of hand wash and over 4.79 lakh litres
of sanitizer resulting in an estimated business turnover of Rs.903 crore. While most of the
businesses in the country were at halt during the lockdown, these rural women made an
estimated additional income of around Rs.29,000 each. 

 

Face masks produced by these women SHGs have been the most successful product during the
Covid-19 lockdown period involving 2.96 lakh SHG members (59 thousand SHGs) which has
produced 23.37 crore face masks in almost 150 days generating an estimated business volume
of Rs.357 crore and are being supplied to masses through government procurement.

 

Some of the women SHGs were involved in running community kitchens, serving cooked meals
to over 5.72 crore vulnerable community members. 

 

Initiatives by women entrepreneurs from few states are mentioned below:
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Ms. Sharda Devi: Bihar

Sh. Dileep Kumar an entrepreneur from Khajawati village of Atiya Panchayat from Bodhgaya
block started his business of readymade clothes (kids clothes, pajamas etc.) manufacturing in
2018. His wife Ms. Sharda Devi, a member of Ram SHG, Anand village organization under Ekta
CLF, made news as she made a record of producing 18,565 masks in just 30 days. The
production was possible as she bought a specialized stitching machine set (along with ancillary
units) through funding support worth Rs.50,000 from BRC (SVEP), Bodhgaya. Another loan of
Rs.60,000 was received by Dileep and their own equity of the business was Rs.1.28 lakh.

 

Her masks were sold to district administration and different government departments at a
comparatively higher price. The sales figure touched Rs.3.71 lakh in just 30 days out of which
she kept at least Rs.1.68 lakh as the margin in the business. She is grateful to BRC, Bodhgaya
team for coming forward to her from a future possible business disaster. The business turnover
FY 2019-20 stands at Rs.6.50 lakh and it earned a profit of Rs.1.80 lakh in FY 2018-19.

 

Ms. Bhagyashri Londhe: Maharashtra

Ms. Bhagyashri Londhe, joined Jijawu SHG in Jahanpur village, Barshi Taluka in 2014, where
she got opportunity to participate, learn and discuss various social issues. Bhagyashri formed
Sakhi Mahila Gram Sangh (VO) which helped her to get exposure of higher order training inputs.
Initially she promoted small business like Jijawumasala, papad and pickles.

 

Bhagyashri got a loan of Rs.45,000 as CEF from SVEP BRC Barshi in May, 2016 and used
locally available organic raw materials so that on one hand the cost of production could be
minimized and on the other to provide the local flavor to the customers. She participated in the
Mahalaxmi Saras 2019-2020, Mumbai where she earned a revenue of Rs.5 lakh in just 10 days
and a profit of Rs.1.50 lakh.

 

She didn’t stop there, she got a vehicle under Aajeevika Grameen Express Yojana (AGEY is
sub-scheme of DAY-NRLM to promote rural connectivity from the village to the nearest towns) to
scale up her business and market the products to the nearby towns. Scale of operations
increased and the unit started production of 60 kgs of masala and 300 packets of pickles per
day providing a return of Rs.45,000 per month. During the COVID-19 lockdown, she took the
opportunity to sell vegetables and other grocery directly from the farmers to the customers at
their door steps. 

 

The drive to learn more to run her business, helped Bhagyashri to complete her 10th standard
from Yashwant Rao Maharashtra Open University and this happened after she got an exposure
from UMED-DAY-NRLM. She received various trainings as Krishi Sakhi, Business Development
Training etc. from NRLM and sorghum processing, FOSTAC trainings from Krishi Vigyan Kendra
Solapur. Bhagyashri as entrepreneur have learned the art of doing business and her enterprise
Jijawau Graha Udoyg engages more women workers and they plans to launch new products,
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buy more machines, find new market avenues to expand their business.

 

Ms. Poonam: Uttar Pradesh

Coming from a very humble origin, Ms. Poonam has made headway to overcome her financial
problems and societal taboos to earn the title of the “Best Performing CRP-EP” of Najibabad
block of Uttar Pradesh. She joined her journey as a SHG member and her desire to be
independent and support others motivated her to join as CRP-EP under SVEP. She got married
to a private school teacher after completing her B.Ed. She was restricted to household chores
only after marriage, but she could manage to come out and join SHG which changed the outlook
and provided opportunity to be independent. Samuh Sakhi of the SHG introduced Poonam to
SVEP Program and her passion to become an entrepreneur grabbed the attention. After passing
her exams, she went through a rigorous 54 day CRP-EP training, where she learned about
enterprise promotion in detail and the role it plays to promote sustainable livelihoods. 

 

Poonam narrates: “I couldn’t do much after even being educated. But due to SVEP, I am
independent and earning my own livelihoods as well as supporting other to start-up new
business. This gives me immense satisfaction.” She supports about 40 enterprises with
business plans, monthly consultations, credit and market linkage. Her dedication and zeal to
learn has helped her to achieve her dreams and contribute to the successful implementation of
the program in the block.

Market plays an important role in SVEP: Haryana

Local market/haat/bazaar operates once or twice a week, on weekends or monthly across the
rural India, which serves as an important economic platform where a range of products, like
agriculture produce, grains, vegetables, fruits, herbs, poultry produce, essential day-to-day
commodities like groceries, fancy items, clothes, utensils, footwear, spices etc. is traded. A
typical rural haat is mostly indigenous, flexible and multi layered structure which accommodates
the economic activities of various nature. Apart from tapping various festivals, the state mission
of Haryana established local haats in SVEP blocks of Pinjore and Gharaunda, to market
products of the local entrepreneurs. The district and block units along with the local panchayat
played an important role in coordinating with various departments to set up these markets.

 

Establishing these local markets has motivated SVEP entrepreneurs to take up demand based
production, advertise their enterprise and increase earning opportunities. In both the blocks,
these markets have been very effective in introducing new products like handicrafts, home-made
pickles, masala powders, jute products and woolen products and so on. SVEP entrepreneurs
from about 200 enterprises sold their products in 8 rural markets established in 2 block of
Haryana, generating a revenue of Rs.6.31 lakhs.

 

****

APS/SG
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Start-Up Village Entrepreneurship Programme (SVEP) is implemented by Deendayal Antyodaya
Yojana –National Rural Livelihoods Mission (DAY-NRLM), Ministry of Rural Development, as a
sub-scheme since 2016. With an objective to support the rural poor come out of poverty,
supporting them setup enterprises and provide support till the enterprises stabilize, SVEP
focusses on providing self-employment opportunities with financial assistance and training in
business management and soft skills while creating local community cadres for promotion of
enterprises.

 

SVEP addresses three major pillars of rural start-ups namely - finances, incubation and skill
ecosystems. Activities under SVEP are strategically designed to promote rural enterprises, one
of the key areas is to develop pool of community resource persons – enterprise promotion
(CRP-EP) who are local and support entrepreneurs setting-up rural enterprises. Another key
area is to promote the block resource center (BRC) in SVEP blocks, to monitor and manage the
community resource persons, appraise SVEP loan application and acts as the repository of
enterprise related information in the concern block. BRCs play the role to support sustainable
revenue model to operate effectively and independently.

 

During the initial years of implementation, the SVEP focused on mobilizing rural communities to
setup and strengthen the institution structures, invest on training and capacity building on
business management aspects for the BRC members, created pool of CRP-EPs and provided
them intensive training, supported the entrepreneurs to scale up their existing enterprises as
well as establish and support the new enterprises. 

 

Over the years the SVEP has made an impressive progress and has extended business support
services and capital infusion to 153 blocks of 23 states as of August 2020.  Around, 2,000
trained cadre of Community Resource Person-Enterprise Promotion (CRP-EP) are providing
services to rural entrepreneurs and as on August 2020, around 100,000 enterprises are
supported by them. Entrepreneurship Development Institute of India (EDII), Ahmedabad is the
technical support partner of SVEP. 

 

A mid-term review of SVEP which was conducted in September 2019 by Quality Council of India
shows about 82% of the sampled entrepreneurs across the blocks reported being from SC, ST
and OBC categories which signifies social inclusion - one of the pillars of NRLM. 75% of the
enterprises were owned and managed by women and average monthly revenue of enterprises
was Rs.39,000 - Rs.47,800 in case of manufacturing, Rs.41,700 in case of services and
Rs.36,000 in case of trading. The study also shows that about 57% of the total household
income of the entrepreneurs is through SVEP enterprises.

 

SVEP promotes both individual and group enterprises, set-up and promote enterprises majorly
on manufacturing, trading and service sectors. The program invested largely on building the
capacities of the entrepreneurs to run the businesses profitably based on the local demand and
eco-system. The CRP-EPs are certified and provides business support services to the
entrepreneurs. Investments are also made under SVEP on use of ICT to create standard E-
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learning modules for minimizing the transmission loss in technical aspects like business plan
and profit and loss account preparations.

 

The response to COVID pandemic

As the country fought the coronavirus pandemic (Covid-19), women SHGs of DAY-NRLM
stepped up as effective frontline responders and reached the last mile ensuring an immediate
relief to the rural communities and the most vulnerable population. These SHG women
shouldered the responsibilities of the situation and emerged as a strong task force in producing
several quality products like masks, protective gear kits, sanitizers and hand wash across the
country. Products were procured and distributed by the local administration to various
stakeholders. While addressing the need, these SHG rural women entrepreneurs set up an
example of themselves and earned an additional income.   

 

As on August 14, 2020, around 318,413 SHG members are involved in the manufacturing of
face masks, protective kits and sanitizing products. Women SHG members in 29 states have
produced around 23.07 crore face masks, 1.02 lakh litres of hand wash and over 4.79 lakh litres
of sanitizer resulting in an estimated business turnover of Rs.903 crore. While most of the
businesses in the country were at halt during the lockdown, these rural women made an
estimated additional income of around Rs.29,000 each. 

 

Face masks produced by these women SHGs have been the most successful product during the
Covid-19 lockdown period involving 2.96 lakh SHG members (59 thousand SHGs) which has
produced 23.37 crore face masks in almost 150 days generating an estimated business volume
of Rs.357 crore and are being supplied to masses through government procurement.

 

Some of the women SHGs were involved in running community kitchens, serving cooked meals
to over 5.72 crore vulnerable community members. 

 

Initiatives by women entrepreneurs from few states are mentioned below:

 

Ms. Sharda Devi: Bihar

Sh. Dileep Kumar an entrepreneur from Khajawati village of Atiya Panchayat from Bodhgaya
block started his business of readymade clothes (kids clothes, pajamas etc.) manufacturing in
2018. His wife Ms. Sharda Devi, a member of Ram SHG, Anand village organization under Ekta
CLF, made news as she made a record of producing 18,565 masks in just 30 days. The
production was possible as she bought a specialized stitching machine set (along with ancillary
units) through funding support worth Rs.50,000 from BRC (SVEP), Bodhgaya. Another loan of
Rs.60,000 was received by Dileep and their own equity of the business was Rs.1.28 lakh.
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Her masks were sold to district administration and different government departments at a
comparatively higher price. The sales figure touched Rs.3.71 lakh in just 30 days out of which
she kept at least Rs.1.68 lakh as the margin in the business. She is grateful to BRC, Bodhgaya
team for coming forward to her from a future possible business disaster. The business turnover
FY 2019-20 stands at Rs.6.50 lakh and it earned a profit of Rs.1.80 lakh in FY 2018-19.

 

Ms. Bhagyashri Londhe: Maharashtra

Ms. Bhagyashri Londhe, joined Jijawu SHG in Jahanpur village, Barshi Taluka in 2014, where
she got opportunity to participate, learn and discuss various social issues. Bhagyashri formed
Sakhi Mahila Gram Sangh (VO) which helped her to get exposure of higher order training inputs.
Initially she promoted small business like Jijawumasala, papad and pickles.

 

Bhagyashri got a loan of Rs.45,000 as CEF from SVEP BRC Barshi in May, 2016 and used
locally available organic raw materials so that on one hand the cost of production could be
minimized and on the other to provide the local flavor to the customers. She participated in the
Mahalaxmi Saras 2019-2020, Mumbai where she earned a revenue of Rs.5 lakh in just 10 days
and a profit of Rs.1.50 lakh.

 

She didn’t stop there, she got a vehicle under Aajeevika Grameen Express Yojana (AGEY is
sub-scheme of DAY-NRLM to promote rural connectivity from the village to the nearest towns) to
scale up her business and market the products to the nearby towns. Scale of operations
increased and the unit started production of 60 kgs of masala and 300 packets of pickles per
day providing a return of Rs.45,000 per month. During the COVID-19 lockdown, she took the
opportunity to sell vegetables and other grocery directly from the farmers to the customers at
their door steps. 

 

The drive to learn more to run her business, helped Bhagyashri to complete her 10th standard
from Yashwant Rao Maharashtra Open University and this happened after she got an exposure
from UMED-DAY-NRLM. She received various trainings as Krishi Sakhi, Business Development
Training etc. from NRLM and sorghum processing, FOSTAC trainings from Krishi Vigyan Kendra
Solapur. Bhagyashri as entrepreneur have learned the art of doing business and her enterprise
Jijawau Graha Udoyg engages more women workers and they plans to launch new products,
buy more machines, find new market avenues to expand their business.

 

Ms. Poonam: Uttar Pradesh

Coming from a very humble origin, Ms. Poonam has made headway to overcome her financial
problems and societal taboos to earn the title of the “Best Performing CRP-EP” of Najibabad
block of Uttar Pradesh. She joined her journey as a SHG member and her desire to be
independent and support others motivated her to join as CRP-EP under SVEP. She got married
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to a private school teacher after completing her B.Ed. She was restricted to household chores
only after marriage, but she could manage to come out and join SHG which changed the outlook
and provided opportunity to be independent. Samuh Sakhi of the SHG introduced Poonam to
SVEP Program and her passion to become an entrepreneur grabbed the attention. After passing
her exams, she went through a rigorous 54 day CRP-EP training, where she learned about
enterprise promotion in detail and the role it plays to promote sustainable livelihoods. 

 

Poonam narrates: “I couldn’t do much after even being educated. But due to SVEP, I am
independent and earning my own livelihoods as well as supporting other to start-up new
business. This gives me immense satisfaction.” She supports about 40 enterprises with
business plans, monthly consultations, credit and market linkage. Her dedication and zeal to
learn has helped her to achieve her dreams and contribute to the successful implementation of
the program in the block.

Market plays an important role in SVEP: Haryana

Local market/haat/bazaar operates once or twice a week, on weekends or monthly across the
rural India, which serves as an important economic platform where a range of products, like
agriculture produce, grains, vegetables, fruits, herbs, poultry produce, essential day-to-day
commodities like groceries, fancy items, clothes, utensils, footwear, spices etc. is traded. A
typical rural haat is mostly indigenous, flexible and multi layered structure which accommodates
the economic activities of various nature. Apart from tapping various festivals, the state mission
of Haryana established local haats in SVEP blocks of Pinjore and Gharaunda, to market
products of the local entrepreneurs. The district and block units along with the local panchayat
played an important role in coordinating with various departments to set up these markets.

 

Establishing these local markets has motivated SVEP entrepreneurs to take up demand based
production, advertise their enterprise and increase earning opportunities. In both the blocks,
these markets have been very effective in introducing new products like handicrafts, home-made
pickles, masala powders, jute products and woolen products and so on. SVEP entrepreneurs
from about 200 enterprises sold their products in 8 rural markets established in 2 block of
Haryana, generating a revenue of Rs.6.31 lakhs.

 

****
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Source : www.pib.gov.in Date : 2020-09-08

PRESS NOTE ON GLOBAL MULTIDIMENSIONAL
POVERTY INDEX AND INDIA

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

NITI Aayog as the nodal agency has been assigned the responsibility of leveraging
the monitoring mechanism of the Global Multidimensional Poverty Index (MPI) to
drive reforms. Global MPI is part of Government of India’s decision to monitor the
performance of the country in 29 select Global Indices. The objective of the “Global
Indices to Drive Reforms and Growth (GIRG)” exercise is to fulfil the need to measure
and monitor India’s performance on various important social and economic
parameters and enable the utilisation of these Indices as tools for self-improvement,
bring about reforms in policies, while improving last-mile implementation of
government schemes. The Cabinet Secretary had earlier in July organised a
workshop with all the nodal agencies where he also emphasized the need for regular
engagement with Publishing Agencies.

2. Global MPI is an international measure of multidimensional poverty covering 107
developing countries and was first developed in 2010 by Oxford Poverty and Human
Development Initiative (OPHI) and United Nations Development Programme (UNDP)
for UNDP’s Human Development Reports. The Global MPI is released at the High-
Level Political Forum (HLPF) on Sustainable Development of the United Nations in
July, every year.

3. Global MPI is computed by scoring each surveyed household on 10 parameters
based on -nutrition, child mortality, years of schooling, school attendance, cooking
fuel, sanitation, drinking water, electricity, housing and household assets. It utilises
the National Family Health Survey (NFHS) which is conducted under the aegis of
Ministry of Health and Family Welfare (MoHFW) and International Institute for
Population Sciences (IIPS). According to Global MPI 2020, India is 62nd among 107
countries with an MPI score of 0.123 and 27.91% headcount ratio, based on the
NFHS 4 (2015/16) data. Neighbouring countries like Sri Lanka (25th), Bhutan (68th),
Nepal (65th), Bangladesh (58th), China (30th), Myanmar (69th) and Pakistan (73rd)
are also ranked in this index (we can pick and choose the countries). The latest
NFHS 5 (2019/20) is set to see remarkable national improvement brought about by
focused schemes and interventions in these parameters since NFHS 4, especially in
sanitation, cooking fuel, housing, drinking water and electricity. The survey has been
paused due to the COVID-19 pandemic.

4. As the Nodal agency for the MPI, NITI Aayog has constituted a Multidimensional
Poverty Index Coordination Committee (MPICC). The MPICC, chaired by Ms
Sanyukta Samaddar, Adviser (SDG) has members from relevant Line Ministries and
Departments, namely Ministry/ Department of Power, WCD, Telecommunication,
MoSPI, Rural Devleopment, Petroleum & Natural Gas, Food & Public Distribution,
Drinking Water & Sanitation, Education, Housing & Urban Affairs, Health & Family
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Welfare, and Financial Services. These Ministries/ Departments have been mapped
to the ten parameters of the index. Experts from OPHI and UNDP, as the publishing
agency, have also been onboarded for their technical expertise. The inaugural
meeting of the MPICC was held on 2 September 2020. Preparation of a MPI
Parameter Dashboard to rank States and UTs, and a State Reform Action Plan
(SRAP) are at an advanced stage of development. The MPICC will next be
organising a workshop with representatives of States and UTs for taking the SRAP
forward.

 

 

******

VRRK/KP

NITI Aayog as the nodal agency has been assigned the responsibility of leveraging
the monitoring mechanism of the Global Multidimensional Poverty Index (MPI) to
drive reforms. Global MPI is part of Government of India’s decision to monitor the
performance of the country in 29 select Global Indices. The objective of the “Global
Indices to Drive Reforms and Growth (GIRG)” exercise is to fulfil the need to measure
and monitor India’s performance on various important social and economic
parameters and enable the utilisation of these Indices as tools for self-improvement,
bring about reforms in policies, while improving last-mile implementation of
government schemes. The Cabinet Secretary had earlier in July organised a
workshop with all the nodal agencies where he also emphasized the need for regular
engagement with Publishing Agencies.

2. Global MPI is an international measure of multidimensional poverty covering 107
developing countries and was first developed in 2010 by Oxford Poverty and Human
Development Initiative (OPHI) and United Nations Development Programme (UNDP)
for UNDP’s Human Development Reports. The Global MPI is released at the High-
Level Political Forum (HLPF) on Sustainable Development of the United Nations in
July, every year.
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3. Global MPI is computed by scoring each surveyed household on 10 parameters
based on -nutrition, child mortality, years of schooling, school attendance, cooking
fuel, sanitation, drinking water, electricity, housing and household assets. It utilises
the National Family Health Survey (NFHS) which is conducted under the aegis of
Ministry of Health and Family Welfare (MoHFW) and International Institute for
Population Sciences (IIPS). According to Global MPI 2020, India is 62nd among 107
countries with an MPI score of 0.123 and 27.91% headcount ratio, based on the
NFHS 4 (2015/16) data. Neighbouring countries like Sri Lanka (25th), Bhutan (68th),
Nepal (65th), Bangladesh (58th), China (30th), Myanmar (69th) and Pakistan (73rd)
are also ranked in this index (we can pick and choose the countries). The latest
NFHS 5 (2019/20) is set to see remarkable national improvement brought about by
focused schemes and interventions in these parameters since NFHS 4, especially in
sanitation, cooking fuel, housing, drinking water and electricity. The survey has been
paused due to the COVID-19 pandemic.

4. As the Nodal agency for the MPI, NITI Aayog has constituted a Multidimensional
Poverty Index Coordination Committee (MPICC). The MPICC, chaired by Ms
Sanyukta Samaddar, Adviser (SDG) has members from relevant Line Ministries and
Departments, namely Ministry/ Department of Power, WCD, Telecommunication,
MoSPI, Rural Devleopment, Petroleum & Natural Gas, Food & Public Distribution,
Drinking Water & Sanitation, Education, Housing & Urban Affairs, Health & Family
Welfare, and Financial Services. These Ministries/ Departments have been mapped
to the ten parameters of the index. Experts from OPHI and UNDP, as the publishing
agency, have also been onboarded for their technical expertise. The inaugural
meeting of the MPICC was held on 2 September 2020. Preparation of a MPI
Parameter Dashboard to rank States and UTs, and a State Reform Action Plan
(SRAP) are at an advanced stage of development. The MPICC will next be
organising a workshop with representatives of States and UTs for taking the SRAP
forward.

 

 

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

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

In order to ease the financial stress of cash-strapped businesses and individuals during the
lockdown period, the Reserve Bank of India, in the last week of March, had provided a three-
month moratorium for instalments of all term loans. This facility was thereafter extended till the
end of August. But with continuing economic stress, and precarious finances, especially of firms
in the high-contact services sector, the RBI has now allowed banks the option of restructuring
loans of financially stressed firms. The expert committee appointed by the central bank to
formalise the framework for restructuring these loans has now provided the finer details of
dealing with stressed loans across 26 sectors. But while there is still no clarity on how many of
the stressed borrowers will ultimately opt for a restructuring of their loans — data released by
banks during their quarterly results revealed that as economic activity picked up, the number of
borrowers availing the moratorium had begun to fall —the scale of the problem is daunting.
According to the committee report, 72 per cent of banking sector debt to industry has been
impacted by COVID-19. Of this, loans worth Rs 22.2 lakh crore (or 42.1 per cent of the debt)
were under stress even before the pandemic, while another Rs 15.5 trillion (30 per cent) of loans
have been impacted by the pandemic.

The expert committee has favoured a more flexible approach in dealing with restructuring this
time around, differentiating between the financial matrix across various sectors, and giving
banks the freedom to choose which accounts to restructure. The threshold of the indicators that
have been chosen by the committee — a combination of debt and liquidity measures — vary
across sectors. The parameters, and the conditions imposed, while appearing relaxed to help
stressed companies, seem to be stringent in weeding out companies in a precarious position
prior to the pandemic. However, it is possible that some of the thresholds are too high for
companies in particularly stressed sectors such as aviation to meet. Further, adopting indicators
like Debt/EBITDA (earnings before interest, tax, depreciation and amortisation) in the
framework, a departure from past such exercises, implies that highly leveraged companies are
unlikely to take advantage of this facility.

The Indian experience with restructuring schemes post the global financial crisis of 2008 has
raised concerns this time around too. However, laying down clear entry timelines on which loan
accounts are eligible for this scheme can help limit restructuring to those firms whose financial
position has been affected by the pandemic. Further, ensuring high provisioning norms, as well
as offering the option of reversing the provisions, provided the borrower has repaid a significant
part of the loan, could disincentivise banks from misusing the restructuring scheme to keep their
balance sheets clean. Stringent checks are needed if the problems of “extend and pretend” that
had plagued the earlier restructuring schemes are to be avoided.

 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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LARGER AND BETTER
Relevant for: Indian Economy | Topic: Land reforms in India

Even three decades ago, the issue of land and consequently land reforms used to be an
important topic. The elements of land reforms — the abolition of intermediaries, regulation and
stability of the tenurial system, ceiling on land holding, consolidation of land holdings — used to
be hotly debated. Agriculture then accounted for a significant share of the economy, and the
issue of land as a factor of production, productivity and equity was important. As the structure
and composition of the economy changed, the importance of agriculture and consequently of
land-related matters went down. In the last 15 years, there has not been much serious
discussion about land, other than land acquisition and computerisation of land records.

However, the farm crisis is serious. Rural debt waivers, farmers’ agitations, farmers’ suicides,
migration and reverse migration in the wake of COVID-19 are some of its manifestations. At the
root of these lies the issues of fragmented and uneven distribution of landholdings. The pressure
on land continues to rise. The average holding size in 1970-71 was 2.28 hectares (Ha), which
has come down to 1.08 Ha in 2015-16. This average masks severe regional skews in the
distribution. Thus, while Nagaland has the largest average farm size, Punjab and Haryana rank
second and third respectively. The holdings are much smaller in densely populated states like
Bihar, West Bengal and Kerala. Curiously, the number of holdings is rising at almost the same
pace as the population, as reported by Ramesh Chand and his co-authors in their 2011 EPW
paper on “Farm Size and Productivity: Understanding the Strengths of Smallholder and
Improving Their Livelihoods”.

Even these holdings are not in one chunk but in multiple sub-parcels located at different places
in a village. The plot sizes would have been significant in the past, but multiple subdivisions
across generations have reduced the sub parcels to a very small size. To take the example of a
family in Bihar, which held just over 2.5 Ha land. The holding consists of 32 land parcels, many
of them being of about 0.05 Ha size. Consequently, it is not economic for them to invest in either
wells or tube-wells. They are unable to raise plantations because the size is not substantial for
them to invest in ancillary works like drip or appoint a caretaker. They find it difficult to sell the
land and move out. They are also not able to dispose it to a buyer who wants to set up
institutions as the task of land aggregation is left to the institution, which finds it difficult to deal
with so many landholders and to arrange necessary infrastructure like road, water supply and
electricity. It is for these reasons also that investment is stagnating in the rural areas in states
where it is most needed, like Bihar.

There has been scepticism about whether land consolidation indeed constitutes land reform.
Our policy-makers have been convinced that it does. That is why it has been legislated and
pursued since the beginning of the last century. After Independence, compulsory consolidation
was replaced by voluntary consolidation in almost all states. However, considering its utility, the
National Commission of Agriculture has recommended that consolidation schemes should be
made compulsory across the country.

In a study by Philip Oldenberg, titled “Land Consolidation as Land Reform, in India”, this issue
was conclusively settled. In India and several other countries, consolidation indeed constituted a
reform. Oldenberg argued that it helped farmers to make investments, enabled roads and
irrigation channels to be laid, reduced litigation, allowed farmers to formalise informal partitions,
reduced inequity in landholdings to some extent, enhanced their autonomy and by all measures,
increased production and productivity.

https://indianexpress.com/about/coronavirus/
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The work of consolidation has long been in operation and considerable progress has been made
in some states. As much as 120 lakh Ha had been consolidated by the end of the Fourth Plan,
while 440 lakh Ha of land was consolidated by the end of the Fifth Plan. Punjab and Haryana
have almost completed the work of consolidation of landholdings. The Sixth Five Year Plan had
targeted the completion of consolidation in 10 years. During its period, only 64.75 lakh hectare of
land was consolidated. Progress was not uniform across the states. Rajasthan, Andhra Pradesh,
Kerala and Tamil Nadu and other southern states have not even begun the task.

It has now been well established that non-farm sector employment contributes about 60 per cent
to the household income in rural areas. Therefore, policies conducive for the promotion of
sectors such as small industries, education, health and other service enterprises need to be
made. Only consolidation can prise open these avenues for rural areas as large, consolidated
holdings would make it easy for the government or private enterprises to acquire land, and for
public agencies to lay the road, pipeline or electric supply.

It has now been argued by the NITI Aayog and some sections of industry that land leasing
should be adopted on a large scale to enable landholders with unviable holdings to lease out
land for investment, thereby enabling greater income and employment generation in rural areas.
This cause would be facilitated by the consolidation of landholdings.

Sadly, consolidation does not figure on the agenda of states. At this moment, because of the
advances in information technology, drone technology, and land record digitisation, we are in a
much better position to advance in this direction. Given its benefit in terms of enabling more
investment, reducing litigation, facilitating the setting up of new institutions and enterprises, the
country must make this an important part of development and factor reforms agenda. In fact, it
must also include those states where consolidation was done two-three generations ago, as the
need for another round of de-fragmentation has also been felt there. This should be liberally
supported by the Centre.

The writer is secretary, Department of Rural Development

 The Indian Express is now on Telegram. Click here to join our channel (@indianexpress)
and stay updated with the latest headlines

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com

https://t.me/indianexpress


Page 31

cr
ac

kIA
S.co

m

Source : www.pib.gov.in Date : 2020-09-09

CABINET APPROVES ASSET MONETIZATION OF
SUBSIDIARIES OF POWER GRID CORPORATION OF
INDIA LIMITED THROUGH INFRASTRUCTURE
INVESTMENT TRUST

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

The Cabinet Committee on Economic Affairs, chaired by Prime Minister Shri Narendra Modi, in a
path breaking reform, has approved monetisation of assets of POWERGRID, a  Public Sector
Undertaking (PSU) under Ministry of Power, through Infrastructure Investment Trust (InvIT)
model. This is the first time any PSU in Power Sector will undertake asset recycling by
monetising its assets through theInvITmodel and using the proceeds to fund the new and under-
construction capital projects.

This approval would help POWERGRID to monetise in the first lot, assets with gross block
value of more than 7000 crore. These assets, which are mainly High Voltage Transmission
lines and substations, are held by POWERGRID in form of Special Purpose Vehicles (SPVs).
The proceeds from the asset monetization would be deployedby POWERGRID in their new and
under-construction projects.

Background

POWERGRID, a public limited company under the administrative control of the Ministry of
Power, Government of India, started its commercial operation in the year 1992-93 and is today,
a Maharatna company, engaged in the business of power transmission. The Company, along
with its wholly owned subsidiaries acquired through the Tariff Based Competitive Bidding
(TBCB)process,owns and operates a pan India transmission network. The Company meets its
fund requirement for its Capital Expenditure (CAPEX) through its internal accruals and debt.

The Budget 2019-20 emphasized investment led growth and indicated that new and innovative
financial instruments including Infrastructure Investment Trusts (lnvITs), have been launched as
part of the brown field asset monetization strategy for augmenting infrastructure investment.

The Cabinet Committee on Economic Affairs has accorded approval to the POWERGRID to
monetise transmission assets held in SPVs through InvIT model. The asset monetisation
through InvIT by POWERGRID is a first for the Power Sector PSU.The proceeds from the asset
monetization would be utilized by POWERGRID for its CAPEX and the premium generated
would augment the net worth of POWERGRID.

In the first block, POWERGRID would monetize assets with gross block of more than Rs7000
crore. Based on the experience gained, further monetization shall be carried out in future.

Asset recycling is a key strategy of the Government of India to release the capital invested in
operational assets and the proposed InvIT of POWERGRID would attract both domestic as well
as global investors including Sovereign Wealth Funds. Sale of assets to InvITs is a way of
accessing long term, relatively cheap finance required to fund infrastructure projects in
Transmission Sector. The CAPEX plan of POWERGRID for next two years (2020-21 and 2021-
22) is Rs. 20,500 cr. The Government of India has enacted an enabling regulatory and taxation
framework for InvITs and the proposed InvIT by POWERGRID would deepen this market.
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The InvIT would provide an opportunity to the general public and institutional investors such as
Pension Funds, Mutual Funds, to benefit from this investment opportunity and participate in the
growth of Indian Infrastructure Sector.

 

*******

VRRK/AKP

The Cabinet Committee on Economic Affairs, chaired by Prime Minister Shri Narendra Modi, in a
path breaking reform, has approved monetisation of assets of POWERGRID, a  Public Sector
Undertaking (PSU) under Ministry of Power, through Infrastructure Investment Trust (InvIT)
model. This is the first time any PSU in Power Sector will undertake asset recycling by
monetising its assets through theInvITmodel and using the proceeds to fund the new and under-
construction capital projects.

This approval would help POWERGRID to monetise in the first lot, assets with gross block
value of more than 7000 crore. These assets, which are mainly High Voltage Transmission
lines and substations, are held by POWERGRID in form of Special Purpose Vehicles (SPVs).
The proceeds from the asset monetization would be deployedby POWERGRID in their new and
under-construction projects.

Background

POWERGRID, a public limited company under the administrative control of the Ministry of
Power, Government of India, started its commercial operation in the year 1992-93 and is today,
a Maharatna company, engaged in the business of power transmission. The Company, along
with its wholly owned subsidiaries acquired through the Tariff Based Competitive Bidding
(TBCB)process,owns and operates a pan India transmission network. The Company meets its
fund requirement for its Capital Expenditure (CAPEX) through its internal accruals and debt.

The Budget 2019-20 emphasized investment led growth and indicated that new and innovative
financial instruments including Infrastructure Investment Trusts (lnvITs), have been launched as
part of the brown field asset monetization strategy for augmenting infrastructure investment.

The Cabinet Committee on Economic Affairs has accorded approval to the POWERGRID to
monetise transmission assets held in SPVs through InvIT model. The asset monetisation
through InvIT by POWERGRID is a first for the Power Sector PSU.The proceeds from the asset
monetization would be utilized by POWERGRID for its CAPEX and the premium generated
would augment the net worth of POWERGRID.

In the first block, POWERGRID would monetize assets with gross block of more than Rs7000
crore. Based on the experience gained, further monetization shall be carried out in future.

Asset recycling is a key strategy of the Government of India to release the capital invested in
operational assets and the proposed InvIT of POWERGRID would attract both domestic as well
as global investors including Sovereign Wealth Funds. Sale of assets to InvITs is a way of
accessing long term, relatively cheap finance required to fund infrastructure projects in
Transmission Sector. The CAPEX plan of POWERGRID for next two years (2020-21 and 2021-
22) is Rs. 20,500 cr. The Government of India has enacted an enabling regulatory and taxation
framework for InvITs and the proposed InvIT by POWERGRID would deepen this market.
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The InvIT would provide an opportunity to the general public and institutional investors such as
Pension Funds, Mutual Funds, to benefit from this investment opportunity and participate in the
growth of Indian Infrastructure Sector.
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Source : www.thehindu.com Date : 2020-09-10

THE TWISTED TRAJECTORY OF BT COTTON
Relevant for: Indian Economy | Topic: Major Crops, Cropping Patterns and various Agricultural Revolutions

Cotton has been woven and used in India for thousands of years. Cotton fabric from around
3,000 BCE has been excavated from the ruins of Mohenjo-daro, and archaeological findings in
Mehrgarh, Pakistan, show that cotton was used in the subcontinent as far back as 5,000 BCE.
Indian cotton fabrics dominated the world trade during the succeeding millennia and were
exported to many places, including Greece, Rome, Persia, Egypt, Assyria and parts of Asia.

Much of the cotton cultivated until the 20th century was of the indigenous ‘desi’ variety,
Gossypium arboreum. From the 1990s, hybrid varieties of G. hirsutum were promoted. These
hybrids cannot resist a variety of local pests and require more fertilizers and pesticides. Cotton
suffers from plenty of infestation from moth pests (Lepidopteran) such as the Pink Bollworm
(PBW) and sap-sucking (Hemipteran) pests such as aphids and mealy bugs. With increasing
pressure to buy hybrid seeds, the indigenous varieties have lost out over the years. But recently,
there has been some resurgence of interest.

Comment | The flawed spin to India’s cotton story

The increasing use of synthetic pyrethroids (group of man-made pesticides) to control pests and
the rising acreage under the American long-duration cotton led to the emergence of resistant
pests. Resistant Pink and even American Bollworm (ABW), a minor pest in the past, began
increasing, leading to a growing use of a variety of pesticides. Rising debts and reducing yields,
coupled with increasing insect resistance, worsened the plight of cotton farmers. It was in this
setting that Bt cotton was introduced in India in 2002.

Genetically modified (GM) cotton, the plant containing the pesticide gene from the bacteria
Bacillus thuringiensis (Bt), has been grown in India for about twenty years. This pesticide, now
produced in each Bt plant cell, ought to protect the plant from bollworm, thereby increasing
yields and reducing insecticide spraying on the cotton plant. According to the Ministry of
Agriculture, from 2005, adoption of Bt cotton rose to 81% in 2007, and up to 93% in 2011. Many
short-duration studies examining Bt cotton, in the early years, pronounced that Bt was a
panacea for dwindling yields and pesticide expenses. The two-decade mark now provides an
opportunity to review GM cotton in India more comprehensively.

In March this year, K.R. Kranthi and Glenn Davis Stone published a review in the scientific
journal Nature Plants, analysing the entire picture of the use of Bt cotton in India. Earlier studies
had attributed to Bt the tripling of cotton yield between 2002-2014 in India. However, one detail
that sullied such a conclusion was that yield differences between farmers who were the early
adopters of Bt cotton and those who were not suffered from selection bias.

Comment | A case of wholehearted biotechnology adoption

Controlling for such bias showed (in 2012) that the contribution of Bt cotton to yield increase was
only about 4% each year; still, since yields vary annually by over 10%, the benefits claimed were
dubious. Kranthi and Stone’s review examines data over 20 years, studying each State
separately and correcting for illegal Bt cotton planting.

There are discrepancies between yield and the deployment of Bt cotton. For instance, the Bt
acreage was only 3.4% of the total cotton area in 2003, not sufficient to credit it for the 61%
increase in yield in 2003-2004. Furthermore, with only 15.7% Bt cotton coverage by 2005, yield

https://www.thehindu.com/opinion/lead/the-flawed-spin-to-indias-cotton-story/article30627778.ece
https://www.thehindu.com/opinion/op-ed/a-case-of-wholehearted-biotechnology-adoption/article30668962.ece
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increases were over 90% over 2002 levels. While Bt cotton adoption corresponded to a drop in
spraying for bollworms, the study states, “countrywide yields stagnated after 2007 even as more
farmers began to grow Bt. By 2018, yields were lower than in the years of rapid Bt adoption.”

Individual State data are more helpful in understanding subnational trends. In Maharashtra,
yields climbed in the decade after 2000, with no change in the rate of increase when Bt cotton
was introduced. In Gujarat, Andhra Pradesh and Madhya Pradesh as well, there is no
correlation between the adoption of the variety and increase in yields. For instance, Gujarat’s
surge in cotton yields was 138% in 2003, even as Bt cotton was used only for 5% of land under
cotton. Similar findings are seen in Punjab, Haryana and Rajasthan, where yield increase is
incongruous with the spread of Bt cotton.

Also read | Supreme Court backs Monsanto on GM cotton patents

The rise in cotton yields can be explained by improvements in irrigation, for instance in Gujarat,
and a dramatic growth across the country in the use of fertilizers. Gross fertilizer use for cotton
more than doubled from 2007-2013; the average rose from 98 kg/ha in 2003 to 224 kg/ha in
2013.

There is a strong correlation between the rise in use of fertilizers in individual States and yields,
and this bias increases when it is combined with improvements in irrigation.

The total insecticide expenditure per hectare reduced in 2006, and Lepidopteran spraying
expenditures continued to fall until 2011. While the ABW that feeds on different plants does not
appear to have developed a resistance to Bt, the PBW developed a resistance by 2009 in India.
In a few years, the situation was dreadful. Bollworm spraying began to climb again. Sap-sucking
insects have surged for the hybrids, as the hirsutum Bt cotton hybrids are quite vulnerable. With
rising acreage under Bt cotton cultivation, expenditures for spraying for sucking pests also went
up. By 2018, farmers were spending an average of $23.58 per hectare on insecticide — 37%
more than the pre-Bt levels.

It is tough to isolate one particular aspect of a technology and evaluate it properly. A technology
that works in the lab may fail in fields since real-world success hinges on multiple factors, such
as different kinds of pests and local soil and irrigation conditions. The benefits of Bt cotton have
been modest and short-lived. Changes to the agricultural systems correlate better with positive
yields, and countrywide yields have not improved in thirteen years. India’s global rank for cotton
production is 36 despite heavy fertilizer use, irrigation, chemicals and Bt cotton usage. This is
below the national average of some resource-poor African countries that don’t have Bt, hybrids
or good access to inputs.

The cost of ignoring ‘desi’ varieties for decades has been high for India. These varieties resist
many pests and don’t present the problems faced with hybrids. Research suggests that with
pure-line cotton varieties, high density planting, and short season plants, cotton yields in India
can be good and stand a better chance at withstanding the vagaries of climate change. But
government backing for resources, infrastructure and seeds is essential to scale up ‘desi’
varieties. It is time to pay attention to science and acknowledge that Bt cotton has failed in India,
and not enter into further misadventures with other Bt crops such as brinjal or herbicide
resistance.

Sujatha Byravan is a scientist based in Chennai and the former President of the Council for
Responsible Genetics, Cambridge, Massachusetts.

You have reached your limit for free articles this month.
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Source : www.livemint.com Date : 2020-09-10

WHAT IS THE TCS ON FOREIGN REMITTANCES?
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &

Black Money incl. Government Budgeting

Indian residents can remit up to USD 250,000 under the LRS every year for various purposes
such as medical treatment, gifts, maintenance of relatives abroad, foreign education and
investment in real estate, stocks and bonds. Budget 2020 introduced a tax collected at source
(TCS) at the rate of 5% on all remittances under the Liberalised Remittance Scheme (LRS) of
the RBI above 7 lakh. Payments for foreign tour packages are also subject to the 5% TCS,
without any exemption threshold. The tax goes into effect from 1st October 2020.

At what rate is it levied?

It is levied at 5%, however if you do not provide PAN or Aadhar, to the Authorised Dealer, TCS
will be deducted at 10%. "The TCS will apply on the amount remitted in excess of 7 lakh. For
example if you transfer 10 lakh, it will apply on the balance 3 lakh," said Prakash Hegde, a
Bengaluru based Chartered Accountant.

Who will collect the tax?

The Authorised Dealer (AD) of foreign exchange in question, typically the bank remitting the
money will collect the tax and pay it to the Government. In case of a foreign tour, the travel
operator is required to collect the TCS.

Are there any exemptions?

Remittances below 7 lakh are not subject to this TCS. Similarly payments for foreign education
originating an education loan from a financial institution in India are subject to a lower 0.5%
TCS. If you book your foreign tour yourself (tickets, hotels etc) rather than going through a
packaged tour operator, you will not be subject to the TCS. The TCS will also not apply if the
buyer of the foreign exchange (the remitter) is subject to Tax Deducted at Source (TDS) under
the Income Tax Act, 1961. “For example if you are transferring money exceeding 50,000 to a
non-relative NRI as gift, you will be liable to deduct TDS on the remittance and not TCS. In some
gifts, such as between parents and children, TDS does not apply and hence TCS will apply.,"
said Hegde.

Who will be impacted?

Indian students studying abroad, Indian tourists going abroad and Indian investors investing in
stocks, bonds and property abroad will be impacted. It can raise the upfront cost of foreign
education and travel, even though the tax can be subsequently claimed back as a refund while
filing the income tax return.

What if the transfer is from already tax-paid income?

The TCS can be set off against the overall liability of the tax payer. If parent has already paid tax
on the money in question as his or her income and is simply gifting the same to the child, the
parent can claim a refund from the TCS.

Click here to read the Mint ePapermint is now on Telegram. Join mint channel in your Telegram
and stay updated

https://epaper.livemint.com/Home/ArticleView?utm_source=livemintstory&utm_medium=lmstorybottom&utm_campaign=lmstoryref
https://t.me/livemint
https://t.me/livemint
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Your session has expired, please login again.

You are now subscribed to our newsletters. In case you can’t find any email from our side,
please check the spam folder.
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Source : www.pib.gov.in Date : 2020-09-10

ATAL INNOVATION MISSION LAUNCHES
AATMANIRBHAR BHARAT ARISE-ANIC INITIATIVE

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

Atal Innovation Mission (AIM), NITI Aayog, today launched one of its most awaited
programmes,the Aatmanirbhar Bharat ARISE-Atal New India Challenges, to spur applied
research and innovation in Indian MSMEs and startups.

The programme will be driven by Indian Space Research Organization (ISRO), four
ministries—Ministry of Defence; Ministry of Food Processing Industries; Ministry of Health and
Family Welfare; and Ministry of Housing and Urban Affairs—and associated industriesto
facilitate innovative solutions to sectoral problems.

Speaking at the virtual launch of the initiative, Minister of Micro, Small and Medium
EnterprisesShri Nitin Gadkari said, “MSMEsare the growth engine of the country and thereare a
lot of expectations from them. I am sure this initiative will help identify and promote innovations
necessary for boosting this sector.”Recalling Prime Minister Shri Narendra Modi’s vision of
focusing on scientific research, he added, “Science should help solve socio-economic problems
and scientific research should be extended from the labs to the land.”

Agreeing with the Hon’ble Minister, NITI Aayog Vice ChairmanDr Rajiv Kumar said that the
initiative will help promote technopreneurs who deserve to be supported because of their
immense potential of taking India forward.“This is a historical day as crucial personalities from
the science and technology sector have collaborated with us for boosting the MSME sector,” he
said.

The Aatmanirbhar Bharat ARISE–ANIC programme will support deserving applied
research–based innovations by providing funding support of up to Rs 50 lakh for speedy
development of the proposed technology solution and/or product.

“Other than ISRO, which is a great promoter of technology, Indian departments and big
companies never encourage and promote new startups that have done unique work. For ARISE-
ANIC’s success, the government must become the first buyer. I am sure AIM will be able to
break new grounds with these challenges, which will lead to the creation of new Indian
products,” added NITI Aayog CEO Shri Amitabh Kant.

While it is essential to have science and technology advancing products, it is equally important
to have an opportunity to procure those products, said Principal Scientific Advisor Prof.
VijayRaghavan.“Government policies have changed dramatically over the years to allow this to
happen.Now it needs to permeate across state governments’ procurement mechanism and
Indian-made products given a chance to go to market. I assure our fullest support to ARISE on
the scientific domain,” he added.

Being a crucial part of the ARISE-ANIC initiative, ISRO Chairman Dr K. Sivan said,“ISRO has
extensively supported the MSME sector. I am sure that there are a number of startups and
MSMEs that require handholding to transform their ideas into viable products and with this
initiative, we look forward to achieve this goal.”

AIM Mission Director Shri R. Ramananadded that MSMEsare a vibrant and one of the fastest-
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growing sectors that will undisputedly play a crucial role in attaining the PM’s vision of an
Aatmanirbhar Bharat.

“The fifteen Aatmanirbhar Bharat ARISE challenges are a pioneering initiative to stimulate
Make-in-India innovations in the associated MSME startups’ sector and a unique opportunity to
make advanced research and development ideas market viable, and field deployable MSME
products that can be procured by the government,” he concluded.

 

Sidelights:

 

***

VRRK/KP

Atal Innovation Mission (AIM), NITI Aayog, today launched one of its most awaited
programmes,the Aatmanirbhar Bharat ARISE-Atal New India Challenges, to spur applied
research and innovation in Indian MSMEs and startups.

The programme will be driven by Indian Space Research Organization (ISRO), four
ministries—Ministry of Defence; Ministry of Food Processing Industries; Ministry of Health and
Family Welfare; and Ministry of Housing and Urban Affairs—and associated industriesto
facilitate innovative solutions to sectoral problems.

Speaking at the virtual launch of the initiative, Minister of Micro, Small and Medium
EnterprisesShri Nitin Gadkari said, “MSMEsare the growth engine of the country and thereare a
lot of expectations from them. I am sure this initiative will help identify and promote innovations
necessary for boosting this sector.”Recalling Prime Minister Shri Narendra Modi’s vision of
focusing on scientific research, he added, “Science should help solve socio-economic problems
and scientific research should be extended from the labs to the land.”

Agreeing with the Hon’ble Minister, NITI Aayog Vice ChairmanDr Rajiv Kumar said that the
initiative will help promote technopreneurs who deserve to be supported because of their
immense potential of taking India forward.“This is a historical day as crucial personalities from
the science and technology sector have collaborated with us for boosting the MSME sector,” he
said.

The Aatmanirbhar Bharat ARISE–ANIC programme will support deserving applied
research–based innovations by providing funding support of up to Rs 50 lakh for speedy
development of the proposed technology solution and/or product.

“Other than ISRO, which is a great promoter of technology, Indian departments and big
companies never encourage and promote new startups that have done unique work. For ARISE-
ANIC’s success, the government must become the first buyer. I am sure AIM will be able to
break new grounds with these challenges, which will lead to the creation of new Indian
products,” added NITI Aayog CEO Shri Amitabh Kant.

While it is essential to have science and technology advancing products, it is equally important
to have an opportunity to procure those products, said Principal Scientific Advisor Prof.
VijayRaghavan.“Government policies have changed dramatically over the years to allow this to
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happen.Now it needs to permeate across state governments’ procurement mechanism and
Indian-made products given a chance to go to market. I assure our fullest support to ARISE on
the scientific domain,” he added.

Being a crucial part of the ARISE-ANIC initiative, ISRO Chairman Dr K. Sivan said,“ISRO has
extensively supported the MSME sector. I am sure that there are a number of startups and
MSMEs that require handholding to transform their ideas into viable products and with this
initiative, we look forward to achieve this goal.”

AIM Mission Director Shri R. Ramananadded that MSMEsare a vibrant and one of the fastest-
growing sectors that will undisputedly play a crucial role in attaining the PM’s vision of an
Aatmanirbhar Bharat.

“The fifteen Aatmanirbhar Bharat ARISE challenges are a pioneering initiative to stimulate
Make-in-India innovations in the associated MSME startups’ sector and a unique opportunity to
make advanced research and development ideas market viable, and field deployable MSME
products that can be procured by the government,” he concluded.

 

Sidelights:

 

***
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Source : www.pib.gov.in Date : 2020-09-10

DELHI SET TO RECEIVE KISAN RAIL
Relevant for: Indian Economy | Topic: Transport & Marketing of agricultural produce

South India’s First “Kisan Rail” was flagged off from Anantapur (Andhra Pradesh) to
Adarsh Nagar (New Delhi) today i.e. 9th September, 2020.

Speaking on the occasion, Shri Narendra Singh Tomar said that, it is the first Kisan
Rail from South India connecting to National capital for the benefit of the farmers. It
was the guidance and inspiration by the Prime Minister, Shri Narendra Modi ji that
Indian Railways have started Kisan Rail with a motive to encourage the villages and
farmers. “It is a great day for farmers. Kisan Rail was announced in the budget.
Agriculture produce needs best possible distribution and returns. Indian farmers have
proved that they would never be deterred by any calamity or challenge. Kisan Rail will
ensure that agro products reach from one corner to another corner of the country”.

Shri Suresh C. Angadi stated that Hon’ble Prime Minister’s vision and the
pronouncement made in the budget materialized in introduction of Kisan Rail with the
aim of doubling the income of farmers. As “lifeline of the nation Indian Railways is
committed to the facilitation of marketing the farmer’s produce”. He also said that
electrification of railway lines has been taken up in a big way in the state of Andhra
Pradesh and its benefits will be enjoyed by the people of Andhra Pradesh.

Shri Narendra Singh Tomar, Minister of Agriculture and Farmer Welfare, Rural
Development and Panchayat Raj Government of India and Shri Y.S. Jagan Mohan
Reddy, Chief Minister of Andhra Pradesh flagged off the Inaugural Run of Anantapur
– New Delhi Kisan Rail.

The Program was presided over by Shri Suresh C. Angadi, Minister of State for
Railways, Government of India.

 

The first Kisan Rail of South India:

            •           The newly introduced Kisan Rail starts from Anantapur Railway
Station in Andhra Pradesh and reaches Adarsh Nagar Station, New Delhi.

             •           The rake is loaded with 14 parcel vans – 04 vans load meant for
Nagpur and another 10 Vans load for Adarsh Nagar – totalling 332 tonnes.

             •           The inaugural Kisan Rail loaded with Tomato, Bananas, Sweet
Orange, Papaya, Muskmelons and Mangoes.

             •           The train provides fast transport connectivity between Anantapur to
New Delhi with the distance of 2150 Km being covered in approximately 40 hours.

             •           Anantapur is fast becoming the Fruit Bowl of Andhra Pradesh. More
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than 80% of the 58 lakh MT of fruits & vegetables in the district is marketed out of the
state, particularly to the north Indian States of Delhi, UP, Punjab and Haryana among
others. Earlier this was being transported by roadways which was not only time taking
but also leading to reduction in price realisation of the farmers due to enroute
damages. Transportation by railway provides a safe, reliable and fast transportation
which will aid in better price realisation for the farmers and thereby helping in better
incomes for the farmers and traders.

             •           The Railway team at Guntakal (particularly the newly set up Business
Development Unit) along with the cooperation of the District Administration and State
Government Officials have played a crucial role in making the farmers/traders aware
of the benefits in loading by railways, which led to today’s inaugural rail.

****

DJN/MKV

South India’s First “Kisan Rail” was flagged off from Anantapur (Andhra Pradesh) to
Adarsh Nagar (New Delhi) today i.e. 9th September, 2020.

Speaking on the occasion, Shri Narendra Singh Tomar said that, it is the first Kisan
Rail from South India connecting to National capital for the benefit of the farmers. It
was the guidance and inspiration by the Prime Minister, Shri Narendra Modi ji that
Indian Railways have started Kisan Rail with a motive to encourage the villages and
farmers. “It is a great day for farmers. Kisan Rail was announced in the budget.
Agriculture produce needs best possible distribution and returns. Indian farmers have
proved that they would never be deterred by any calamity or challenge. Kisan Rail will
ensure that agro products reach from one corner to another corner of the country”.

Shri Suresh C. Angadi stated that Hon’ble Prime Minister’s vision and the
pronouncement made in the budget materialized in introduction of Kisan Rail with the
aim of doubling the income of farmers. As “lifeline of the nation Indian Railways is
committed to the facilitation of marketing the farmer’s produce”. He also said that
electrification of railway lines has been taken up in a big way in the state of Andhra
Pradesh and its benefits will be enjoyed by the people of Andhra Pradesh.

Shri Narendra Singh Tomar, Minister of Agriculture and Farmer Welfare, Rural
Development and Panchayat Raj Government of India and Shri Y.S. Jagan Mohan
Reddy, Chief Minister of Andhra Pradesh flagged off the Inaugural Run of Anantapur
– New Delhi Kisan Rail.

The Program was presided over by Shri Suresh C. Angadi, Minister of State for
Railways, Government of India.

 

The first Kisan Rail of South India:



Page 45

cr
ac

kIA
S.co

m

            •           The newly introduced Kisan Rail starts from Anantapur Railway
Station in Andhra Pradesh and reaches Adarsh Nagar Station, New Delhi.

             •           The rake is loaded with 14 parcel vans – 04 vans load meant for
Nagpur and another 10 Vans load for Adarsh Nagar – totalling 332 tonnes.

             •           The inaugural Kisan Rail loaded with Tomato, Bananas, Sweet
Orange, Papaya, Muskmelons and Mangoes.

             •           The train provides fast transport connectivity between Anantapur to
New Delhi with the distance of 2150 Km being covered in approximately 40 hours.

             •           Anantapur is fast becoming the Fruit Bowl of Andhra Pradesh. More
than 80% of the 58 lakh MT of fruits & vegetables in the district is marketed out of the
state, particularly to the north Indian States of Delhi, UP, Punjab and Haryana among
others. Earlier this was being transported by roadways which was not only time taking
but also leading to reduction in price realisation of the farmers due to enroute
damages. Transportation by railway provides a safe, reliable and fast transportation
which will aid in better price realisation for the farmers and thereby helping in better
incomes for the farmers and traders.

             •           The Railway team at Guntakal (particularly the newly set up Business
Development Unit) along with the cooperation of the District Administration and State
Government Officials have played a crucial role in making the farmers/traders aware
of the benefits in loading by railways, which led to today’s inaugural rail.

****

DJN/MKV

END
Downloaded from crackIAS.com

© Zuccess App by crackIAS.com



Page 46

cr
ac

kIA
S.co

m

Source : www.pib.gov.in Date : 2020-09-10

PM TO LAUNCH PRADHAN MANTRI MATSYA
SAMPADA YOJANA ON 10TH SEPTEMBER

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

Prime Minister Shri Narendra Modi will digitally launch the Pradhan Mantri Matsya Sampada
Yojana (PMMSY) on 10th September. Prime Minister will also launch e-Gopala App, a
comprehensive breed improvement marketplace and information portal for direct use of farmers.
Several other initiatives in the fisheries and animal husbandry sectors in Bihar will also be
launched by the Prime Minister on the occasion.

 

The Governor and Chief Minister of Bihar, along with Union Minister and MoS for Fisheries,
Animal Husbandry & Dairying, will also be present on the occasion.

 

Pradhan Mantri Matsya Sampada Yojana

The Pradhan Mantri Matsya Sampada Yojana (PMMSY) is a flagship scheme for focused and
sustainable development of fisheries sector in the country with an estimated investment of Rs.
20,050 crores for its implementation during a period of 5 years from FY 2020-21 to FY 2024-25
in all States/Union Territories, as a part of AatmaNirbhar Bharat Package. The investment of Rs.
20,050 crores under PMMSY is the highest ever in the fisheries sector. Out of this, an
investment of about Rs 12340 crores is proposed for beneficiary-oriented activities in Marine,
Inland fisheries and Aquaculture and about Rs 7710 crores investment for Fisheries
Infrastructure.

 

PMMSY aims at enhancing fish production by an additional 70 lakh tonne by 2024-25,
increasing fisheries export earnings to Rs.1,00,000 crore by 2024-25, doubling of incomes of
fishers and fish farmers, reducing post-harvest losses from 20-25% to about 10% and
generation of additional 55 lakhs direct and indirect gainful employment opportunities in fisheries
sector and allied activities.

 

PMMSY is designed to address critical gaps in fish production and productivity, quality,
technology, post-harvest infrastructure and management, modernization and strengthening of
value chain, traceability, establishing a robust fisheries management framework and fishers’
welfare. While aiming to consolidate the achievements of  Blue Revolution Scheme, PMMSY
envisages many new interventions such as fishing vessel insurance, support for new/up-
gradation of fishing vessels/boats, Bio-toilets,  Aquaculture in saline/alkaline areas, Sagar
Mitras, FFPOs/Cs,  Nucleus Breeding Centres, Fisheries and Aquaculture start-ups, Incubators,
Integrated Aqua parks, Integrated coastal fishing villages development, Aquatic Laboratories
Network and Extension Services, Traceability, Certification and Accreditation, RAS, Biofloc &
Cage Culture, E-Trading/Marketing, Fisheries Management Plans, etc.
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PMMSY scheme primarily focuses on adopting ‘Cluster or Area based approaches’ and creation
of Fisheries clusters through backward and forward linkages. Special focus will be given for
employment generation activities such as seaweed and ornamental fish cultivation. It
emphasizes on interventions for quality brood, seed and feed, special focus on species
diversification, critical infrastructure, marketing networks etc.

 

As of now, under PMMSY the Department of Fisheries has approved Rs 1723 crores worth of
proposals for 21 States/UTs in phase-I. Priority has been accorded for income generating
activities under PMMSY.

 

PMMSY in Bihar envisages an investment of Rs.1390 crore with Central Share of Rs. 535 crore
and the additional fish production target pegged at 3 lakh tons. During the current financial year
(2020-21), Government of India has sanctioned the proposal of Government of Bihar at a total
project cost of Rs.107.00 crore for  major components like establishment of Re-circulatory
Aquaculture System (RAS), construction of Biofloc ponds for aquaculture, finfish hatcheries,
construction of new ponds for aquaculture, Ornamental fish culture units, installation of Cages in
reservoirs/wetlands, Ice plants, refrigerated vehicles, motor cycle with ice box, three wheeler
with ice box, cycle with ice box, fish feed plants, extension and support services (Matsya Seva
Kendra), establishment of a Brood Bank, etc.

 

Other inaugurations related to Fisheries sector

Prime Minister will announce the establishment of Fish Brood Bank at Sitamarhi, and of Aquatic
Disease Referral Laboratory at Kishanganj, for which assistance has been provided under
PMMSY. These facilities will help in enhancing production and productivity of fish by ensuring
timely availability of quality and affordable fish seed for the fish farmers and address the need
for disease diagnosis as well as water and soil testing facilities.

 

He will inaugurate one-unit fish feed mill at Madhepura and two units of ‘Fish on Wheels’
assisted at Patna under Blue Revolution. He will also interact with the beneficiaries on the
occasion.

 

Prime Minister will also inaugurate the Comprehensive Fish Production Technology Centre at
Dr. Rajendra Prasad Central Agricultural University, Pusa, Bihar. The Center, with facilities for
Seed production technology and demonstration unit technology for fish, referral laboratory and
diagnostic testing, will facilitate in boosting fish production and assist in capacity building of fish
farmers.

 

e-Gopala App

e-Gopala App is a comprehensive breed improvement marketplace and information portal for
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direct use of farmers. At present no digital platform is available in the country for farmers
managing livestock including buying and selling of disease free germplasm in all forms (semen,
embryos, etc); availability of quality breeding services (Artificial Insemination, veterinary first aid,
vaccination, treatment etc) and guiding farmers for animal nutrition, treatment of animals using
appropriate ayurvedic medicine/ethno veterinary medicine. There is no mechanism to send
alerts (on due date for vaccination, pregnancy diagnosis, calving etc) and inform farmers about
various government schemes and campaigns in the area. The e-Gopala App will provide
solutions to farmers on all these aspects.

 

Other inaugurations related to Animal Husbandry sector

Prime Minister will inaugurate Semen Station with state of the art facilities, which has been
established under Rashtriya Gokul Mission in Purnea, Bihar with an investment of Rs 84.27
crores on 75 acres of land made available by the State Government of Bihar. This is one of the
largest semen stations in the government sector with production capacity of 50 lakh semen
doses per annum. This Semen Station will also give new dimension to development and
conservation of indigenous breeds of Bihar and meet demand of semen doses of eastern and
north eastern States.

 

Prime Minister will inaugurate IVF lab established at Animal Sciences University, Patna under
Rashtriya Gokul Mission. A total of 30 ETT and IVF laboratories are being set up across the
country through 100% grant in aid. These labs are crucial for propagating elite animals of
indigenous breeds and thereby enhancing milk production and productivity manifold.

 

Prime Minister will also launch use of sex sorted semen in artificial insemination under Rashtriya
Gokul Mission by Baroni Milk Union in Begusarai district of Bihar. Through use of sex sorted
semen in AI, only female calves can be produced (with more than 90% accuracy). This will help
double the growth rate of milk production in the country. Prime Minister will also launch a
demonstration of IVF technology at farmer's doorstep. This will propagate the technology for
multiplication of high yielding animals at a faster rate as through use of technology they can give
birth to 20 calves in a year.

***

 

AP

Prime Minister Shri Narendra Modi will digitally launch the Pradhan Mantri Matsya Sampada
Yojana (PMMSY) on 10th September. Prime Minister will also launch e-Gopala App, a
comprehensive breed improvement marketplace and information portal for direct use of farmers.
Several other initiatives in the fisheries and animal husbandry sectors in Bihar will also be
launched by the Prime Minister on the occasion.

 

The Governor and Chief Minister of Bihar, along with Union Minister and MoS for Fisheries,
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Animal Husbandry & Dairying, will also be present on the occasion.

 

Pradhan Mantri Matsya Sampada Yojana

The Pradhan Mantri Matsya Sampada Yojana (PMMSY) is a flagship scheme for focused and
sustainable development of fisheries sector in the country with an estimated investment of Rs.
20,050 crores for its implementation during a period of 5 years from FY 2020-21 to FY 2024-25
in all States/Union Territories, as a part of AatmaNirbhar Bharat Package. The investment of Rs.
20,050 crores under PMMSY is the highest ever in the fisheries sector. Out of this, an
investment of about Rs 12340 crores is proposed for beneficiary-oriented activities in Marine,
Inland fisheries and Aquaculture and about Rs 7710 crores investment for Fisheries
Infrastructure.

 

PMMSY aims at enhancing fish production by an additional 70 lakh tonne by 2024-25,
increasing fisheries export earnings to Rs.1,00,000 crore by 2024-25, doubling of incomes of
fishers and fish farmers, reducing post-harvest losses from 20-25% to about 10% and
generation of additional 55 lakhs direct and indirect gainful employment opportunities in fisheries
sector and allied activities.

 

PMMSY is designed to address critical gaps in fish production and productivity, quality,
technology, post-harvest infrastructure and management, modernization and strengthening of
value chain, traceability, establishing a robust fisheries management framework and fishers’
welfare. While aiming to consolidate the achievements of  Blue Revolution Scheme, PMMSY
envisages many new interventions such as fishing vessel insurance, support for new/up-
gradation of fishing vessels/boats, Bio-toilets,  Aquaculture in saline/alkaline areas, Sagar
Mitras, FFPOs/Cs,  Nucleus Breeding Centres, Fisheries and Aquaculture start-ups, Incubators,
Integrated Aqua parks, Integrated coastal fishing villages development, Aquatic Laboratories
Network and Extension Services, Traceability, Certification and Accreditation, RAS, Biofloc &
Cage Culture, E-Trading/Marketing, Fisheries Management Plans, etc.

 

PMMSY scheme primarily focuses on adopting ‘Cluster or Area based approaches’ and creation
of Fisheries clusters through backward and forward linkages. Special focus will be given for
employment generation activities such as seaweed and ornamental fish cultivation. It
emphasizes on interventions for quality brood, seed and feed, special focus on species
diversification, critical infrastructure, marketing networks etc.

 

As of now, under PMMSY the Department of Fisheries has approved Rs 1723 crores worth of
proposals for 21 States/UTs in phase-I. Priority has been accorded for income generating
activities under PMMSY.

 

PMMSY in Bihar envisages an investment of Rs.1390 crore with Central Share of Rs. 535 crore
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and the additional fish production target pegged at 3 lakh tons. During the current financial year
(2020-21), Government of India has sanctioned the proposal of Government of Bihar at a total
project cost of Rs.107.00 crore for  major components like establishment of Re-circulatory
Aquaculture System (RAS), construction of Biofloc ponds for aquaculture, finfish hatcheries,
construction of new ponds for aquaculture, Ornamental fish culture units, installation of Cages in
reservoirs/wetlands, Ice plants, refrigerated vehicles, motor cycle with ice box, three wheeler
with ice box, cycle with ice box, fish feed plants, extension and support services (Matsya Seva
Kendra), establishment of a Brood Bank, etc.

 

Other inaugurations related to Fisheries sector

Prime Minister will announce the establishment of Fish Brood Bank at Sitamarhi, and of Aquatic
Disease Referral Laboratory at Kishanganj, for which assistance has been provided under
PMMSY. These facilities will help in enhancing production and productivity of fish by ensuring
timely availability of quality and affordable fish seed for the fish farmers and address the need
for disease diagnosis as well as water and soil testing facilities.

 

He will inaugurate one-unit fish feed mill at Madhepura and two units of ‘Fish on Wheels’
assisted at Patna under Blue Revolution. He will also interact with the beneficiaries on the
occasion.

 

Prime Minister will also inaugurate the Comprehensive Fish Production Technology Centre at
Dr. Rajendra Prasad Central Agricultural University, Pusa, Bihar. The Center, with facilities for
Seed production technology and demonstration unit technology for fish, referral laboratory and
diagnostic testing, will facilitate in boosting fish production and assist in capacity building of fish
farmers.

 

e-Gopala App

e-Gopala App is a comprehensive breed improvement marketplace and information portal for
direct use of farmers. At present no digital platform is available in the country for farmers
managing livestock including buying and selling of disease free germplasm in all forms (semen,
embryos, etc); availability of quality breeding services (Artificial Insemination, veterinary first aid,
vaccination, treatment etc) and guiding farmers for animal nutrition, treatment of animals using
appropriate ayurvedic medicine/ethno veterinary medicine. There is no mechanism to send
alerts (on due date for vaccination, pregnancy diagnosis, calving etc) and inform farmers about
various government schemes and campaigns in the area. The e-Gopala App will provide
solutions to farmers on all these aspects.

 

Other inaugurations related to Animal Husbandry sector

Prime Minister will inaugurate Semen Station with state of the art facilities, which has been
established under Rashtriya Gokul Mission in Purnea, Bihar with an investment of Rs 84.27
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crores on 75 acres of land made available by the State Government of Bihar. This is one of the
largest semen stations in the government sector with production capacity of 50 lakh semen
doses per annum. This Semen Station will also give new dimension to development and
conservation of indigenous breeds of Bihar and meet demand of semen doses of eastern and
north eastern States.

 

Prime Minister will inaugurate IVF lab established at Animal Sciences University, Patna under
Rashtriya Gokul Mission. A total of 30 ETT and IVF laboratories are being set up across the
country through 100% grant in aid. These labs are crucial for propagating elite animals of
indigenous breeds and thereby enhancing milk production and productivity manifold.

 

Prime Minister will also launch use of sex sorted semen in artificial insemination under Rashtriya
Gokul Mission by Baroni Milk Union in Begusarai district of Bihar. Through use of sex sorted
semen in AI, only female calves can be produced (with more than 90% accuracy). This will help
double the growth rate of milk production in the country. Prime Minister will also launch a
demonstration of IVF technology at farmer's doorstep. This will propagate the technology for
multiplication of high yielding animals at a faster rate as through use of technology they can give
birth to 20 calves in a year.

***

 

AP
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Source : www.indianexpress.com Date : 2020-09-10

POST-COVID ‘NEW NORMAL’ MIGHT BE MARKED BY
GREATER ECONOMIC, SOCIAL AND POLITICAL
DIVISIONS

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

Commentators have recently added the letter “K” to the alphabetic potpourri already compiled to
define the trajectory of a COVID and post-COVID economic recovery. “V”, “U”, “W”, “L” and “I”
were already in the pot. “K” is reflective of the performance of the stock market — a sharp
decline followed by sharply divergent pathways. Thus, Apple, Microsoft, Amazon, Facebook and
Google have together added $1 trillion to their market capitalisation over the past six months,
whereas according to the market research group, Cornerstone Macro, 100 or so of the 500
companies comprising the Standard and Poor’s stock market index, are trading at more than 50
per cent below their peak. A similar trend is evident in India. Reliance has added nearly $10
billion and most technology and e-commerce companies have done well. But a large swathe of
others especially in the mid and small-cap category — in particular, restaurants, hotels, real
estate, airlines — are struggling to keep afloat.

The reason I was struck by this latest addition was not because of what it revealed about
corporate valuations but because of the suggestion that the post-COVID “new normal” might be
marked by even greater economic, social and political divisions than those that roiled the pre-
COVID world. It got me to ask whether whilst, at the social level, we are going to witness a
radical retrenchment of our social circle and, in a sense, a reversion to the extended nuclear
family (joint family?) set up that defined the social relations of our tribal ancestors, at the political
level, we are going to see an intensification of the populism that brought people like Donald
Trump to power and the further erosion of the guardrails of basic human rights.

I am a member of the fortunate minority that has not had to worry about surviving the exigencies
of the COVID present but instead have been able to use the lockdown to read and reflect about
the COVID future. The introduction of the letter “K” reminded me of three tomes that I had
recently perused. The one I speed read, because I was frankly not interested in the minutiae of
the Trump administration, was John Bolton’s The Room Where It Happened, the one I read in
parts as it was an edited compendium with each chapter addressing a specific theme was After
Piketty, The Agenda for Economics and Inequality edited by Heather Boushey, Bradford DeLong
and Marshall Steinbaum. And the volume I read with care was Daron Acemoglu and James
Robinson’s The Narrow Corridor: States, Societies and the Fate of Liberty. The reason “K” made
me think of these three books was that each of them, in very different ways, alerts one to the
consequential dynamics of a divided world.

In his monumental best-seller, Capital In The Twenty-First Century, Thomas Piketty had
asserted — here, I must apologise for this one-sentence summary of a 700-page volume — that
concentration of wealth leads to unequal distribution of incomes and that, given the historical
evidence that the rate of growth of profit from capital (inherited and accumulated) exceeds the
rate of growth of the economy, “society will inexorably tend towards dominance by inherited
wealth”. The contributors to the above referenced edited volume do not all agree with Piketty’s
reasons for inequality but the majority, I surmised, accept the conclusion that the “super-rich” in
society have the power to “purchase influence”, “determine public discourse” and “shape and
drive political direction” (Paul Krugman) and that the persistence and deepening of inequality
and “patrimonial capitalism” will eventually “overwhelm growth and lead to societal collapse”. In
other words, to paraphrase Piketty, “The past (will) devour the future”.

https://indianexpress.com/about/apple/
https://indianexpress.com/about/microsoft/
https://indianexpress.com/about/facebook/
https://indianexpress.com/about/google/
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Acemoglu and Robinson argue that inequality is not predetermined or unstoppable. And it is not
the result of economic forces only. It is also the outcome of politics, the institutions of
governance and the nature of the relations between civic society and the state. It is the
consequence of actions, events, and of “decisions not made” which the sociologist Steven Lukes
calls the “second face of power”. To counter this “face of power”, state and society must enter a
“narrow corridor” within which the “leviathan” of the state is checked and balanced by society. To
stay in this corridor, the two must move forward in lockstep harmony. They must strike a balance
of power. The glue holding this balance is trust in the efficacy of the institutions of governance to
build a sustainable society. In their words, “if people lose trust in the institutions, the corridor
narrows and the ability of society to handle conflict diminishes”.

It is this latter point about trust that brings me to the book by John Bolton. He clearly kept
capacious notes of his time as the National Security Adviser and the book provides a detailed
description of his proximity to the Oval Office. What interested me were not these details but the
fact that almost every page brought into sharp relief the thinness of the line between normalcy
and cataclysm. What the book revealed in spades was the fact that the man who has his finger
on the largest nuclear arsenal in the world is narcissistic, self-absorbed, egotistical and vindictive
and interested only in re-election — and this from someone known for his hawkishness and
bellicosity. At some point in the read, I lost interest in the details of Trump’s inconsistencies.
Only one thought ran through my mind. “How on Earth did US society allow such a person to
become the arbiter of public interest?”. And that is when, for me at least, the letter “K”, the
consequence “inequality” and the sentiment “trust” conjoined to provide the answer. Trump was
elected President because, in 2016, the US was the most unequal society in the world — 1 per
cent of the US population accounted for 20 per cent of national income. Society had lost trust in
the established elite — anyone but them was the electorates’ response.

The message: No country can risk a “K” shaped recovery. The writer is Chairman,
Brookings India

 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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GOVERNMENT OF INDIA EXPANDS THE SUPPORT TO
ARTISANS MANIFOLD, FOR MAKING AGARBATTI, TO
MAKE INDIA AATM- NIRBHAR

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

Taking a holistic approach and looking to the enhanced interest of the stakeholders,
Ministry of Micro Small and Medium Enterprises (MSME), further expanded the reach
and support to Artisans, involved in Agarbatti making, and to the Agarbatti Industry,
by issuing new guidelines on 4th September, 2020. Further to its launching the
support program on 30.07.20, Ministry has looked at all aspects of the industry,
beyond just supply of machines for making Agarbatti. This includes ensuring supply
of inputs and raw materials, the demand for which has increased hugely in last one
year. The four main pillars of the new program are-

i) Continuously supporting the artisans through training, raw material, marketing and
financial support;

ii) Working on all aspects of this product, like innovation in the fragrance &
packaging, use of new / alternate raw materials like re-usable flowers, coir pith etc.,
supply of bamboo sticks by closely working with Ministry of Agriculture etc. A ‘Center
of Excellence’ for this purpose is being set up in FFDC (Flavour and Fragrance
Development Center) Kannauj;

iii) Setting up 10 clusters with proper marketing linkages under SFURTI (Scheme of
Fund for Regeneration of Traditional Industries) scheme of the Ministry of MSME at
a total cost of about Rs. 50 Crs, to benefit about 5000 artisans for their sustainable
employment and enhanced earnings;

iv) Strengthen the machine manufacturing capability to achieve self-sufficiency in the
country and develop various other products by setting up ‘Centers of Excellence’
with IITs/NITs etc. at a cost of Rs. 2.20 crore.

Under the expanded program announced on 4th September, 400 Automatic
Agarbatti making machines as against 200 earlier, and  additional 500 Pedal
operated Machines will be given to ‘Self Help Groups (SHGs)’ and individuals
through 20 pilot projects, across the country with proper marketing and raw material
supply tie ups. The program will immediately benefit about 1500 artisans, in
providing sustainable employment with increased earnings. Artisans developing
hand rolled Agarbatti and ‘Migrant workers’ will be given preference as part of the
program. 

Now,  to make India Aatm- Nirbhar in this sector, the total size of the program, has
been increased to more than Rs 55 Cr, which will include immediate support to about
1500 artisans of about Rs 3.45 Cr, development of two centers of Excellence costing
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at Rs 2.20 Cr at IITs/NITs and at FFDC Kannauj and setting up of 10 new SFURTI
clusters at a cost of about Rs 50 Crs, benefitting about 5000 additional artisans.
Earlier the size of the program was of Rs 2.66 Crs  covering about 500 artisans.

The Khadi and Village Industries Commission (KVIC), one of the statutory
organizations, under the M/o MSME, will implement the program and will handhold
the artisans & SHGs with proper backward & forward linkages and needful support.

These projects, will give boost to the Agarbatti industry and help in further building
indigenous capability in all areas of Agarbatti manufacturing with increased exports,
and enhanced employment opportunities to the Artisans and entrepreneurs. 

******

RCJ/IA  

Taking a holistic approach and looking to the enhanced interest of the stakeholders,
Ministry of Micro Small and Medium Enterprises (MSME), further expanded the reach
and support to Artisans, involved in Agarbatti making, and to the Agarbatti Industry,
by issuing new guidelines on 4th September, 2020. Further to its launching the
support program on 30.07.20, Ministry has looked at all aspects of the industry,
beyond just supply of machines for making Agarbatti. This includes ensuring supply
of inputs and raw materials, the demand for which has increased hugely in last one
year. The four main pillars of the new program are-

i) Continuously supporting the artisans through training, raw material, marketing and
financial support;

ii) Working on all aspects of this product, like innovation in the fragrance &
packaging, use of new / alternate raw materials like re-usable flowers, coir pith etc.,
supply of bamboo sticks by closely working with Ministry of Agriculture etc. A ‘Center
of Excellence’ for this purpose is being set up in FFDC (Flavour and Fragrance
Development Center) Kannauj;

iii) Setting up 10 clusters with proper marketing linkages under SFURTI (Scheme of
Fund for Regeneration of Traditional Industries) scheme of the Ministry of MSME at
a total cost of about Rs. 50 Crs, to benefit about 5000 artisans for their sustainable
employment and enhanced earnings;

iv) Strengthen the machine manufacturing capability to achieve self-sufficiency in the
country and develop various other products by setting up ‘Centers of Excellence’
with IITs/NITs etc. at a cost of Rs. 2.20 crore.

Under the expanded program announced on 4th September, 400 Automatic
Agarbatti making machines as against 200 earlier, and  additional 500 Pedal
operated Machines will be given to ‘Self Help Groups (SHGs)’ and individuals
through 20 pilot projects, across the country with proper marketing and raw material
supply tie ups. The program will immediately benefit about 1500 artisans, in
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providing sustainable employment with increased earnings. Artisans developing
hand rolled Agarbatti and ‘Migrant workers’ will be given preference as part of the
program. 

Now,  to make India Aatm- Nirbhar in this sector, the total size of the program, has
been increased to more than Rs 55 Cr, which will include immediate support to about
1500 artisans of about Rs 3.45 Cr, development of two centers of Excellence costing
at Rs 2.20 Cr at IITs/NITs and at FFDC Kannauj and setting up of 10 new SFURTI
clusters at a cost of about Rs 50 Crs, benefitting about 5000 additional artisans.
Earlier the size of the program was of Rs 2.66 Crs  covering about 500 artisans.

The Khadi and Village Industries Commission (KVIC), one of the statutory
organizations, under the M/o MSME, will implement the program and will handhold
the artisans & SHGs with proper backward & forward linkages and needful support.

These projects, will give boost to the Agarbatti industry and help in further building
indigenous capability in all areas of Agarbatti manufacturing with increased exports,
and enhanced employment opportunities to the Artisans and entrepreneurs. 

******
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AN AGRICULTURE-LED REVIVAL AS FLAWED CLAIM
Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

A rather confident statement heard in the midst of India’s COVID-19-induced economic
slowdown is this: “Agriculture will lead India’s economic revival”. But how valid is this claim put
forward by government spokespersons and some observers?

Four major arguments are offered. First, India’s food grain production in 2019-20 was 3.7%
higher than in 2018-19. The procurement of rabi wheat in 2020-21 was 12.6% higher than in
2019-20. These indicate, it is argued, resilience in the agricultural sector. Second, food inflation
in the Q1 of 2020-21, at 9.2%, was higher than in the previous year due to “sustained demand
for food”. This shows a shift of terms of trade in favour of agriculture. Third, the area under kharif
sowing in 2020-21 was 14% higher than in 2019-20. Higher kharif sowing was accompanied by
higher tractor and fertilizer sales, which bodes well for economic recovery. Fourth, the
government’s economic package for agriculture — as part of the 20-lakh crore Atmanirbhar
Bharat package — will further position agriculture as the engine of revival.

Also read | Worst seems to be over, farm sector to cushion virus impact on economy, says
FinMin report

Let us now consider each of the above claims.

During the lockdown, State governments in many northern States put in considerable efforts to
ensure that procurement did not suffer. As a result, procurement of rabi wheat was higher in
2020-21. However, this claim hides more than it reveals. As per official data, only 13.5% of
paddy farmers and 16.2% of wheat farmers in India sell their harvest to a procurement agency at
an assured Minimum Support Price (MSP). The rest sell their output to private traders at prices
lower than MSP.

One should, then, be looking not at procurement but market arrivals. I compared total market
arrivals of 15 major crops in India between March 15 and June 30 in 2019 and 2020. The market
arrivals of all the 15 crops were lower in 2020 than in 2019. It was only in paddy, lentil, tomato
and banana that market arrivals in 2020 constituted more than 75% of market arrivals in 2019. In
wheat, barley, potato, cauliflower, cabbage and lady’s finger, market arrivals in 2020 were
between 50% and 75% of market arrivals in 2019. For gram, pigeon pea, onion, peas and
mango, market arrivals in 2020 were less than half of market arrivals in 2019. In wheat, the most
important rabi crop, only 61.6% of the arrivals in 2019 was recorded in 2020.

Thus, the most important problem faced by farmers during the lockdown was the loss of
markets, stemming from the disruption in supply chains, closure of mandis and a fall in
consumer food demand. Farmers suffered major loss of incomes, and higher procurement was
hardly alleviating. In addition, there were major losses in the milk, meat and poultry sectors;
industry associations estimate the total loss for the poultry industry at 25,000 crore.

The Hindu Explains | What are the measures announced by the government to deal with the
farm crisis?

Inflation rates estimated using consumer price indices are not representative of farmer’s prices.
Inflation was largely due to disruptions in supply chains and rise in trader margins. I examined
the wholesale market prices for 15 agricultural commodities between March 15 and June 30,
2020. Prices of most crops declined. For example, average paddy prices were about 1,730 per

https://www.thehindu.com/news/resources/economic-stimulus-package-details-of-20-lakh-crore-package-announced-by-union-finance-minister-nirmala-sitharaman-in-five-tranches/article31606806.ece
https://www.thehindu.com/news/resources/economic-stimulus-package-details-of-20-lakh-crore-package-announced-by-union-finance-minister-nirmala-sitharaman-in-five-tranches/article31606806.ece
https://www.thehindu.com/news/national/coronavirus-worst-seems-to-be-over-farm-sector-to-cushion-virus-impact-on-economy-says-finmin-report/article32266704.ece
https://www.thehindu.com/news/national/coronavirus-worst-seems-to-be-over-farm-sector-to-cushion-virus-impact-on-economy-says-finmin-report/article32266704.ece
https://www.thehindu.com/business/Economy/coronavirus-package-what-are-the-measures-announced-by-the-government-to-deal-with-the-farm-crisis/article31603557.ece
https://www.thehindu.com/business/Economy/coronavirus-package-what-are-the-measures-announced-by-the-government-to-deal-with-the-farm-crisis/article31603557.ece
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quintal on March 23, but 1,691 per quintal on June 30. Average wheat prices were 2,045 per
quintal on April 1, but 1,865 per quintal on June 30. A moderate uptick in prices was visible in a
few vegetables, but not before June 2020.

The dark side of higher rural inflation in India is that small and marginal farmers are not net
sellers, but net buyers of food. So, it was not just that farmer’s prices fell; most were also forced
to pay more for food purchases. There is also strong evidence from small sample surveys that
rural households reduced food purchases during the lockdown. Thus, the claims that higher rural
inflation benefited farmers, and that it was due to higher food demand, are misplaced.

Comment | Reducing farm distress during a pandemic

There is no surprise in the growth of kharif sowings in 2020. Given that rabi incomes fell during
the lockdown, many rural households may have returned to farming or intensified farming for
food- and income-security. Lakhs of migrant workers returned to their villages from urban areas.
They may have taken up agriculture in previously fallow or uncultivated lands. Data on monthly
employment released by the Centre for Monitoring Indian Economy (CMIE) show that the
number of persons employed as “farmers” in June and July 2019 were 11.2 crore and 11.4
crore, respectively. But in June and July 2020, these numbers rose to 13 crore and 12.6 crore,
respectively.

These are indicators of distress, not prosperity. It is no cause for celebration also because the
rural unemployment rates rose sharply in 2020, to 22.8% (April), 21.1% (May) and 9.5% (June).
Even in August 2020, rural unemployment rates were higher than in February 2020 or August
2019.

Agriculture contributes only about 15% to India’s Gross Value Added (GVA). Thus, even if
agriculture grows by 4%, it is likely to contribute only 0.6 percentage points to GVA growth. To
contribute a full one percentage point to GVA growth, agriculture will have to grow by 6%, which
is unlikely in 2020-21. This is not to deny a potential rise in demand from higher rabi
procurement, higher kharif sowing and flow of cheap credit, which together appear to have
resulted in higher purchase of tractors and fertilizers. But the counteracting tendencies in rural
areas — i.e., lower crop prices, lower market arrivals and higher unemployment — would
overwhelm these “green shoots”.

Comment | End the harassment of farmers now

Rural expectations were high when the Atmanirbhar Bharat package was announced. However,
the details were disappointing. Total fresh spending for agriculture in the package is a trickle:
less than 5,000 crore. The rest are schemes already included in the past Budgets,
announcements with no financial outgo or liquidity/loan measures routed through banks.

The package also failed to provide financial support to farmers. PM-KISAN, or Pradhan Mantri
Kisan Samman Nidhi, is hardly an ideal scheme. But instead of frontloading the instalments of
PM-KISAN, the government should have doubled the payments to farmers from 6,000 a year to
12,000 a year. Instead of raising the minimum support price (MSP) for kharif paddy by 53 per
quintal (which, actually, was the lowest rise in over a decade), or cotton by 260 per quintal, the
government should have set all MSPs at 150% of the C2 cost (comprehensive cost) of
production.

The economic fallout of COVID-19

Instead of a moratorium on loan repayments, the government should have waived the interest

https://www.thehindu.com/opinion/op-ed/reducing-farm-distress-during-a-pandemic/article31264242.ece
https://www.thehindu.com/opinion/op-ed/end-the-harassment-of-farmers-now/article31349670.ece
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on loans taken by farmers in 2019 and 2020. Instead of vague loan-based schemes in animal
husbandry, the government should have announced a package of direct assistance for the
crisis-ridden poultry and meat sectors amounting to at least 20,000 crore. Instead of loan-based
schemes to support private investment in dairy, the government should have arranged direct
financial assistance to small milk producers, for whom milk prices have literally plummeted.

In all, the government’s strategy appears to be to squeeze farmers without investing in
agriculture or rural employment. Such an approach would not just fail; it would also be
counterproductive. Rural incomes will remain depressed, and push the economy further into a
vicious cycle of poor demand, low prices and low growth. The government should discard its role
as a passive observer, and decisively intervene in rural India with a substantial fiscal stimulus.
The earlier the better as delays would only compound mistakes.

R. Ramakumar is NABARD Chair Professor, Tata Institute of Social Sciences, Mumbai
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Your support for our journalism is invaluable. It’s a support for truth and fairness in journalism. It
has helped us keep apace with events and happenings.

The Hindu has always stood for journalism that is in the public interest. At this difficult time, it
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health and well-being, our lives, and livelihoods. As a subscriber, you are not only a beneficiary
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We also reiterate here the promise that our team of reporters, copy editors, fact-checkers,
designers, and photographers will deliver quality journalism that stays away from vested interest
and political propaganda.

Suresh Nambath
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Start your 14 days free trial Sign Up

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

https://subscription.thehindu.com/signup?utm_source=curtainraiser&utm_medium=32575457&utm_campaign=lead#signin
https://subscription.thehindu.com/signup?utm_source=curtainraiser&utm_medium=article&utm_campaign=hindu
https://subscription.thehindu.com/signup?utm_source=adblocker&utm_medium=signin&utm_campaign=adblocker


Page 61

cr
ac

kIA
S.co

m

Source : www.prsindia.org Date : 2020-09-11

THE CODE ON SOCIAL SECURITY, 2019
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

Highlights of the Bill

The Bill replaces nine laws related to social security.  These include the Employees’
Provident Fund Act, 1952, the Maternity Benefit Act, 1961, and the Unorganised Workers’
Social Security Act, 2008. 
 

●

Establishments above a certain specified size have to provide benefits (such as provident
fund and insurance).  These are mandatory for employees above a wage level which will be
notified.  For other workers, the government may frame social security schemes.  
 

●

The Bill provides for the establishment of several bodies to administer the schemes. These
include a Central Board to administer the provident fund schemes and national and state-
level Social Security Boards to administer schemes for unorganised workers.
 

●

All eligible establishments are required to register under the Bill.  All employees and
unorganised workers have to provide their Aadhaar number to receive social security
benefits.  Employers may be required to report vacancies to career centres. 
 

●

The Bill specifies penalties for various offences, such as failure to pay contributions and
falsification of reports.  Offences which are not punishable with imprisonment can be
compounded (i.e., settled) by payment of up to 50% of the maximum fine applicable.

●

Key Issues and Analysis

The National Commission on Labour (2002) had recommended universal and
comprehensive social security coverage to all workers, with a decentralized administration
to deliver the benefits.  However, the Bill continues to retain schemes with varied coverage
and applicability thresholds, and a fragmented delivery system.  
 

●

The government may frame schemes for gig workers, platform workers and unorganised
workers. In some cases, there may be an overlap between these definitions, which could
raise questions related to the applicability of the schemes for such workers.  
 

●

The Bill mandates an employee or a worker to provide his Aadhaar number to receive social
security benefits. This may violate the Supreme Court’s judgment on the usage of Aadhaar.
 

●

The government may change the threshold for applicability of social security schemes.  The
question is whether the power to decide the threshold should be left with the legislature or
with the government.
 

●

The Standing Committee on Labour has made recommendations.  These include creating a
unified registration and compliance system, ensuring portability of benefits to migrant
workers, and reducing the term for eligibility for gratuity to one year

●
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PART A: HIGHLIGHTS OF THE BILL

Context 

Labour falls under the Concurrent List of the Constitution.  Therefore, both Parliament and state
legislatures can make laws regulating labour.  Currently, there are over 100 state and 40 central
laws regulating various aspects of labour such as resolution of industrial disputes, working
conditions, social security and wages.[1]  The Second National Commission on Labour (2002)
(NCL) had examined existing labour laws and recommended their re-consolidation into broader
groups such as industrial relations, wages, social security, safety, and welfare and working
conditions.[2]   Subsequently, four labour Codes were introduced in Parliament. These four
codes relate to: (i) wages, (ii) occupational safety and health, (iii) social security, and (iv)
industrial relations.   While the Code on Wages, 2019 has been passed by Parliament, Bills on
the other three areas are pending in Parliament. 

Social security refers to protection measures provided to workers to ensure healthcare and
income security in case of certain contingencies such as old age, maternity, or accidents.  In
India, social security schemes under different laws are designed on the basis of size of
establishment, nature of employment, income of worker, or income status of the worker's
household.  These schemes are administered through a combination of contribution-based
schemes (funded by the government, employer, or employee), state-funded social assistance
programmes, or, employer-liability schemes.  The NCL noted that existing social security
schemes have limited coverage and varied applicability based on the class of establishments,
number of employees and wage ceilings.  It recommended integrating these schemes,
universalizing coverage to all workers and decentralizing the delivery machinery.  

In this context, the Code on Social Security, 2019 was introduced in Lok Sabha by the Minister
of Labour and Employment, Mr. Santosh Kumar Gangwar, on December 11, 2019.  Following
this, the Bill was referred to the Standing Committee on Labour on December 23, 2019.  The
Committee submitted its report on July 31, 2020.[3]

Key Features 

The Bill replaces nine laws.  The Annexure to this Brief compares the provisions of the Bill with
these laws.  

Social Security Schemes and Funding

Social security schemes:  Under the Bill, the central government may notify various
social security schemes for the benefit of workers.  These include an Employees’
Provident Fund (EPF) Scheme, an Employees’ Pension Scheme (EPS), and an
Employees’ Deposit Linked Insurance (EDLI) Scheme.  These provide for a provident
fund, a pension fund, and an insurance scheme, respectively.   The government may
also notify: (i) an Employees’ State Insurance (ESI) Scheme to provide sickness,
maternity, and other benefits, (ii) gratuity to workers on completing five years of
employment (or lesser than five years in certain cases such as termination of fixed
term contract), (iii) maternity benefits to women employees, (iv) cess for welfare of
construction workers, and (v) compensation to employees and their dependants in
case of occupational injury or disease.  

●

Additionally, the central or state government may notify specific schemes for unorganised
workers, gig workers and platform workers (and set up funds) to provide various benefits,

●
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such as life and disability cover.   Gig workers refer to workers outside of the traditional
employer-employee relationship (e.g., freelancers).  Platform workers are workers who
access other organisations or individuals using online platforms and provide them with
specific services.  Unorganised workers include home-based, self-employed workers and
wage earners in establishments with less than 10 workers.  The appropriate government
may notify facilitation centres to raise awareness about unorganised sector schemes and to
facilitate enrolment in such schemes.

Contributions:  The EPF, EPS, EDLI, and ESI Schemes will be financed through a
combination of contributions from the employer and employee.  For example, in the
EPF Scheme, the employer and employee will make matching contributions of 10% of
the employee’s wages (which may be increased to 12% by notification).
 Contributions towards gratuity, maternity benefit, cess for building workers, and
injury compensation will be borne by the employer.  Schemes for gig workers,
platform workers, and unorganised workers may be funded through contributions
from the employer, employee, or the appropriate government. 

●

Coverage and Registration 

The Bill specifies different applicability thresholds for the schemes.  For example, the EPF
Scheme will apply to establishments with 20 or more employees.   The ESI Scheme will
apply to certain establishments with 10 or more employees, and to all establishments which
carry out hazardous or life-threatening work notified by the central government.   These
thresholds may be amended by the central government.  All eligible establishments are
required to register under the Bill, unless they are already registered under any other labour
law.  Employees are required to provide their Aadhaar number to receive social security
benefits.  

●

Social Security Organisations

The Bill provides for the establishment of several bodies to administer the social security
schemes.  These include: (i) a Central Board of Trustees, headed by the Central Provident
Fund Commissioner, to administer the EPF, EPS and EDLI Schemes, (ii) an Employees
State Insurance Corporation, headed by a Chairperson appointed by the central
government, to administer the ESI Scheme, (iii) national and state-level Social Security
Boards, headed by the central and state Ministers for Labour and Employment, respectively,
to administer schemes for unorganised workers, and (iv) state-level Building Workers’
Welfare Boards, headed by a Chairperson nominated by the state government, to
administer schemes for building workers. 

●

Inspection and Appeals

The appropriate government may appoint Inspector-cum-facilitators to inspect
establishments covered by the Bill and advise employers and employees on compliance
with the Bill.  Administrative authorities may be appointed under the various schemes to
hear appeals under the Bill.  For instance, the appropriate government may notify an
appellate authority to hear appeals against the order of the Inspector-cum-facilitator for non-
payment of maternity benefits.  The Bill also specifies judicial bodies which may hear
appeals from the orders of the administrative authorities.  For example, industrial tribunals
(constituted under the Industrial Disputes Act, 1947) will hear disputes under the EPF
Scheme. 

●
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Employment Information and Monitoring

The appropriate government may require employers to report vacancies to career centres
notified by the central government.  The employer will not be obligated to hire any person
through the career centre.  These provisions will not apply to vacancies in certain
employments, including agriculture and domestic service.  Further, the provisions will not
apply to vacancies in certain cases, such as those proposed to be filled through promotions
or through independent recruitment agencies such as the Union Public Service
Commission.  

●

Offences and Penalties

The Bill specifies penalties for various offences, such as for failure by an employer to pay
contributions under the Bill after deducting the employee’s share, which attracts an
imprisonment between one and three years, and fine of one lakh rupees.  Offences (other
than those attracting only imprisonment) can be compounded (settled) in certain cases by
payment of up to 50% of the maximum fine applicable to the offence.  The Bill sets a
limitation period of five years for initiating any inquiries under the provident fund or ESI
schemes.  

●

 

PART B: KEY ISSUES AND ANALYSIS

Purpose of the Bill

The Bill replaces nine laws related to social security.  The National Commission on Labour
(2002) (NCL) had emphasised the need for universal and comprehensive social security
coverage to avoid deprivation of basic needs of workers, and recommended the simplification
and consolidation of existing laws towards this end.2  The Statement of Objects and Reasons of
the Bill states that it seeks to simplify and amalgamate the provisions of these laws in line with
the NCL recommendations.[4]

The NCL recommended that: (i) the social security system should apply to all establishments, (ii)
the existing wage ceilings for coverage should be removed, and (iii) there should be a functional
integration of the administration of existing schemes.  Further, every employer and employee
may make a single contribution for the provision of all the benefits, with a ceiling prescribed for
such contributions.  However, the Bill largely retains the current set up and does not fully
implement these recommendations.

First, the Bill continues to retain thresholds based on size of establishment for making certain
benefits mandatory.  Benefits, such as pension and medical insurance, continue to be
mandatory only for establishments with a minimum number of employees (such as 10 or 20
employees).  All other categories of workers (i.e., unorganised workers), such as those working
in establishments with less than 10 employees and self-employed workers may be covered by
discretionary schemes notified by the government.  This is similar to the current system where
unorganised workers are governed by a different law (being subsumed by the Bill) under which
voluntary schemes are notified for such workers.[5]  A large numbers of workers may continue to
be excluded.   Note that the Periodic Labour Force Survey Report (2017-18) indicates that 71%
of regular wage/salaried employees in the non-agricultural sector did not have a written contract
and 50% did not have any social security benefit.[6]    

Second, the Bill continues to treat employees within the same establishment differently based on
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the amount of wages earned.  For instance, provident fund, pension and medical insurance
benefits are only mandatory to employees earning above a certain threshold (as may be notified
by the government) in eligible establishments.  

Third, the Bill continues to retain the existing fragmented set up for the delivery of social security
benefits.   These include: (i) a Central Board of Trustees to administer the EPF, EPS and EDLI
Schemes, (ii) an Employees State Insurance Corporation to administer the ESI Scheme, (iii)
national and state-level Social Security Boards to administer schemes for unorganised workers,
and (iv) cess-based labour welfare boards for construction workers. 

The Standing Committee on Labour (2020) examined the Bill and recommended that the Code
provide a framework for achieving universal social security within a definite time frame.3  It made
several recommendations for expanding the coverage of establishments, employees, and types
of benefits.  These include: (i) re-considering establishment-size based thresholds and
expanding the definition of “establishment” to include other enterprise categories such as
agricultural and own account enterprises, (ii) expanding definitions of “employees” to include
Asha and Anganwadi workers, “inter-state migrant workers” to include self-employed persons
from another state, and “unorganised workers” to include agricultural workers, (iii) creating a
separate fund for inter-state migrant workers, (iv) introducing unemployment insurance for
unorganised workers and (v) and re-introducing labour welfare funds for workers in certain
industries such as iron ore mines and beedi establishments.

Table 1 below compares the Bill against the recommendations of the NCL on the existing laws
with the Bill.  It further sets out the recommendations of the Standing Committee on the
provisions of the Bill.  

Table 1: Comparison of Bill with existing laws and NCL recommendations 

Feature NCL Recommendations 2019 Bill Standing Committee
Recommendations

Coverage Move from the current
fragmented social
security system to an
integrated universal one
with: (i) mandatory state-
funded social security
for the poor, (ii)
contribution-based
system for workers
earning up to a certain
wage (with part state-
subsidy for unorganised
workers), and (iii)
voluntary schemes for
others. 

● Retains coverage as per
existing laws, with limited
modifications.

●

The Bill additionally
permits the government to
frame schemes for gig
workers and platform
workers.

●

Code does not clearly define
benefits and entitlements for
several categories of workers. 

●

Code should provide a framework
to achieve universal social
security for all workers with firm
entitlements and within a defined
time frame.  

●

Registratio
n

Move from differing
registration
requirements to a
comprehensive system
of registration of workers

● Establishments to register
with respective
organisations.

●

Aadhaar-based
registration for all eligible

●

Provide for a unified registration
and compliance platform.  All
establishments should
mandatorily register with a single
authority.    

●
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and establishments.
workers. 

Portability  Address lack of
portability by
issuing cards with
unique social security
number to enable
portability

● No explicit provision for
portability of benefits.

● Provide for common “minimum
mandatory entitlements” across
states for construction and
unorganised workers to enable
portability.     

●

Ensure portability for migrant
workers.  

●

Delivery Move to a decentralised
mechanism with: (i)
national authority
chaired by the Prime
Minister, (ii) central
board for managing the
scheme, (iii) state
boards for delivery and
implementation, and (iv)
local committees for
identification and
registration of
beneficiaries.

● The Bill retains the same
organisational set up as
under existing laws.

● Code continues with the existing
fragmented structure for delivery
of benefits.  Committee
recommended that
the government consider putting
in place a more compact system
of governance of social security.

●

Sources: Existing social security Acts; 2nd National Commission on Labour; Report of the
Standing Committee on the Bill; 2019 Bill; PRS.   

Provisions on gig workers and platforms workers are unclear 

The Bill introduces definitions for ‘gig worker’ and ‘platform worker’.  Gig workers refer to
workers outside the “traditional employer-employee relationship”.  Platform workers are those
who access organisations or individuals through an online platform and provide services for
payment.  The Bill also creates provisions for unorganised workers.  An unorganised worker is
defined as one who works in the unorganised sector, and includes workers not covered by the
Industrial Disputes Act, 1947, or other provisions of the Bill (such as provident fund or gratuity).
 It also includes self-employed workers.  The Bill mandates different schemes for all these
categories of workers.  However, there may be some overlap between their definitions.   We
illustrate this below. 

Consider the example of a driver working for an app-based taxi aggregator.  Here, there is no
employee-employer relationship.  For example, appointment letters are not issued, social
security benefits are absent, work hours are not regulated by the employer, and the driver may
choose to work for a competitor taxi aggregator.  Therefore, the nature of the work involved may
lie outside the purview of a ‘traditional employer-employee relationship’, making him a ‘gig
worker’.  However, the driver is able to pursue this job only through an online platform.   This
would meet the definition of a ‘platform worker’ as well.  Such a driver may also be an
‘unorganised worker’ as he may be self-employed.  With such overlap across definitions, it is
unclear how schemes specific to these categories of workers will apply.  Further, the Code is
silent on how these schemes will be funded.  The Standing Committee on Labour (2020)
examining the Bill recommended: (i) expanding the definition of “unorganised workers” to include
gig and platform workers, (ii) making the definition of “gig worker” more specific to avoid
misinterpretation, and (iii) expanding the definition of “platform worker” to enable inclusion of
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future models of work.3

Note that workers in the gig economy are typically classified as independent contractors and
thus are not provided labour protections, including social security benefits.[7]  The Code does
not specify how the role of third parties (such as, digital intermediaries) will be determined to
decide their liability in funding schemes for gig and platform workers.  Globally, some regions
have defined principles by which to identify employer-employee relationships which may be
disguised and mis-classified as independent contract work.  For example, the state of California
passed a Bill in 2019 which classifies certain independent contractors as employees and entitles
them to certain benefits such as health insurance, if the hiring company fails to prove that: (i) the
tasks performed by the person fall outside the usual course of the company’s business, (ii) the
company does not exercise control over the manner in which the person performs their tasks,
and (iii) the person is customarily engaged in a trade or occupation of the same nature as that
involved in the work performed.[8]  The European Union has also passed directives to recognise
the rights of persons in certain non-standard employments like platform work, if they work for
over an average of three hours per week over a four-week period.[9] 

Mandatory linking with Aadhaar may violate Supreme Court judgement  

The Bill mandates an employee or a worker (including an unorganised worker) to provide his
Aadhaar number to receive social security benefits.  This may violate the Supreme Court’s
Puttaswamy-II judgement.[10]  In its judgement, the Court had ruled that the Aadhaar
card/number may only be made mandatory for expenditure on a subsidy, benefit or service
incurred from the Consolidated Fund of India.  Applying this principle, the Court has struck down
the mandatory linking of bank accounts with Aadhaar.  Since certain entitlements such as
gratuity and provident fund (PF) are funded by employers and employees and not by the
Consolidated Fund of India, making Aadhaar mandatory for availing such entitlements may
violate the judgement.   Note that the Employees’ Provident Fund Organisation (EPFO) had
made Aadhaar linking with PF accounts mandatory in 2015.  After the judgement, the EPFO
issued orders against the enforcement of these provisions.[11] In the context of mandatory
linking of Aadhaar for registration of unorganised workers, the Standing Committee on Labour
(2020) noted the government’s assurance that this provision will be re-examined.3  

Threshold for applicability of Bill left to delegated legislation 

The threshold for applicability of various social security schemes is specified in the First
Schedule of the Bill.   For example, the Employee’s Provident Fund will be applicable for every
establishment with at least 20 employees.   The Bill empowers the central government to amend
this schedule.  Therefore, the threshold for applicability of the social security schemes can be
changed by the government through notification.  Note that under the existing laws, this power
could only be exercised through amendments passed by Parliament or state legislatures.  The
question is whether the power to decide such thresholds should be retained by the legislature of
whether it should be delegated to the government.  The Standing Committee on Labour (2020)
also noted that the Bill delegates various aspects for rule-making by the government, especially
in relation to defining the entitlements, benefits and contributions under the Bill.3  It suggested
that the Ministry review all such instances of delegation in the Bill.  

Other Labour Codes and recommendations of the Standing Committee 

The Standing Committee on Labour (2020) gave certain other recommendations on the Bill.  
Further, some of the Committee’s recommendations on another labour code pending in
Parliament, i.e. the Occupational Safety, Health and Working Conditions (OSH) Code, 2019,
may also apply to this Bill.  These include:
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Reduction in term for gratuity: Under the Bill, gratuity is payable if the employee has
served a continuous period of five years.  The Committee recommended reducing
this to one year and extending gratuity to all other categories of workers including
contract, seasonal, and piece-rate workers.3

 

●

Employment Exchanges:  One of the laws replaced by the Bill governs employment
exchanges, where certain employers are required to report vacancies and job seekers
may track openings.  The Committee noted that this law is not connected with social
security and recommended its removal from the Bill.
 

●

Social security for plantation workers:  The OSH Code contains health and safety
provisions for workers in plantations measuring at least five hectares.  In its report
on the OSH Code, the Committee noted an assurance of the Ministry that workers in
plantations measuring less than five hectares would be covered in the Code on
Social Security.  However, the definition of a “plantation” in the Bill retains the five-
hectare threshold.[12]

●

The Bill also defines the term ‘employer’ to mean a person who employs any persons and
specifically includes certain categories of workers.   In the case of a factory, employer means the
occupier of a factory, i.e., the person with ultimate control over the affairs of the company.
 However, the remaining three labour codes define the term ‘employer’ to include occupier as
well as the manager of the factory.  It is not clear why managers of factories have not been
included in the definition.  Further, the Bill also does not define certain terms used to define an
‘establishment’.  These include the terms ‘industry’, ‘trade’, ‘business’, ‘manufacture’ or
‘occupation’.   

Annexure: Comparison of the Bill with the laws being subsumed 

The Bill replaces the following nine Acts:  the Employees’ Provident Funds and Miscellaneous
Provisions Act, 1952; the Employees’ State Insurance Act, 1948; the Employees’ Compensation
Act, 1923; the Employment Exchanges (Compulsory Notification of Vacancies) Act, 1959; the
Maternity Benefit Act, 1961; the Payment of Gratuity Act, 1972; the Cine-workers Welfare Fund
Act, 1981; the Building and Other Construction Workers’ Welfare Cess Act, 1996 and the
Unorganised Workers Social Security Act, 2008.   

 

Table 2:  Comparison of the existing nine laws with the Bill

Current laws Code on Social Security, 2019

Mandatory social security for workers in
certain establishments based on size or
income of workers.  Unorganised
workers are covered: (i) under the
Unorganised Workers’ Social Security
Act (UWSSA) which prescribes
voluntary social security schemes, and
(ii) through cess-based labour welfare
funds. 
 

●

Wages:  Benefits calculated on●

Retains the existing set up and applicability
thresholds, with some changes.  The applicability
thresholds may be amended by central
government through notification.  Key changes
include: 
 

●

Wages:  Similar definition.  However, if
excluded components (other than retirement
benefits like gratuity) exceed 50% of
remuneration, then the amount in excess of
50% will be deemed as ‘wages’.

●
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wages which typically include basic
wages and exclude allowances,
concessions and social security
contributions.
 
EPF:  Provident fund and pension
schemes only apply to certain
scheduled establishments
employing 20 or more workers and
to any other class of establishments
as may be notified by the
government.  The scheduled
establishments include textile,
cement, electrical, iron and steel,
and heavy chemical industries.
 

●

Employees’ State Insurance (ESI):    
Applies to establishments hiring at
least 10 employees.  Benefits
available to those earning up to Rs
21,000 per month. 
 

●

Gratuity: Payable on continuous
service of five or more years in an
establishment.  
 

●

Maternity Benefit:  In addition to
maternity benefit, every woman is
entitled to medical bonus of up to Rs
3,500 (if pre-natal confinement and
post-natal care is not provided by
employer).  Central Government
may amend this to up to Rs 20,000. 
 

●

Unorganised Workers:  If any state
enacts law providing more beneficial
welfare schemes to unorganised
workers, then the UWSSA will not
apply.  

●

 
EPF:  The provident fund and pension scheme
will apply to all establishments employing 20
or more employees, and to any other class of
establishments as may be notified by the
government.
 

●

ESI:  ESI Scheme will apply to establishments
hiring 10 or more employees.  However, if the
employer and majority of employees agree,
then ESI may apply to such establishment by
notification.  Further, the central government
can extend ESI to any hazardous occupation
even if a single employee is engaged.
 

●

If the employer fails to pay ESI contributions, the
ESIC may pay the benefits to the employee and
recover it from the employer to the extent of the
‘capitalised value of the benefit’ net of any
payment of contribution amount, interest and
damages payable by the employer.
 

●

Gratuity:  Fixed-term employees (i.e.,
employed for a fixed duration) will be entitled
to pro-rated gratuity based on term of the
contract.
 

●

Maternity Benefit:  Removes the upper limit of
Rs 20,000.
 

●

Unorganised Workers:  The Bill allows
schemes for unorganised workers to be
additionally funded by the corporate social
responsibility fund defined under the
Companies Act, 2013.     However, the Bill
does not include provision on overriding
effect of more beneficial welfare schemes
passed by different states.
 

●

Central government may also frame social
security schemes for gig workers and online
platform workers.

●

Different laws have different
registration requirements for
establishments and employees. 

● Every eligible establishment is required to
register.  Further, Aadhaar-based registration is
mandated for all categories of workers. 

●

“Employment exchanges” to provide
career services to employers and

● “Career centres” to provide career services to
employers, persons who seek employment, and

●
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persons who seek employment.
 Private sector establishments which
employ 25 or more persons required
to notify vacancies.

for those seeking vocational guidance, career
counseling or guidance to start self-employment.  
  Bill requires notification of vacancies to career
centres by every establishment.  

Different laws specify different
offences.  For example, failure by an
employer to pay EPF or ESI
contributions after deducting
employee’s share attracts
imprisonment of up to one year, and
fine of Rs 10,000.  Subsequent offence
under ESI (for non-payment of
contributions) and under EPF attracts
imprisonment of two to five years and
fine of Rs 25,000.     Similarly, non-
payment of maternity benefits attracts
an imprisonment of three months to
one year and fine of Rs 2,000 to Rs
5,000.

● The Bill adds a five-year limitation period for
initiating inquiries for payment of dues under EPF
and ESI schemes.
 

●

Increases penalties.  For example, failure by an
employer to pay contributions after deducting
employee’s share attracts imprisonment of one to
three years, and fine of one lakh rupees.    
Subsequent failure to pay contributions attracts
imprisonment of two to five years and fine of three
lakh rupees.     Offences which are not punishable
with imprisonment only may be compounded
(settled) up to 50% of the maximum fine for the
offence, subject to certain conditions. 

●

Sources: Existing nine Acts; The Code on Social Security. 2019; PRS.
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INDIA POST LAUNCHES FIVE STAR VILLAGES
SCHEME TO ENSURE 100% RURAL COVERAGE OF
POSTAL SCHEMES

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

Mumbai, 10 September 2020

 

The Department of Posts has launched a scheme called Five Star Villages, to ensure universal coverage of
flagship postal schemes in rural areas of the country. The scheme seeks to bridge the gaps in public
awareness and reach of postal products and services, especially in interior villages. All postal products and
services will be made available and marketed and publicized at village level, under the Five Star Villages
scheme. Branch offices will function as one-stop shop to cater all post office - related needs of villagers. The
schemes covered under the Five Star scheme include: i) Savings Bank accounts, Recurrent Deposit
Accounts, NSC / KVP certificates, ii) Sukanya Samridhi Accounts/ PPF Accounts, iii) Funded Post Office
Savings Account linked India Post Payments Bank Accounts, iv) Postal Life Insurance Policy/Rural Postal Life
Insurance Policy and v) Pradhan Mantri Suraksha Bima Yojana Account / Pradhan Mantri Jeevan Jyoti Bima
Yojana Account.

If a village attains universal coverage for four schemes from the above list, then that village gets four-star
status; if a village completes three schemes, then that village get three-star status and so on.

Launching the scheme, the Union Minister of State for Communications, Shri Sanjay Dhotre said that the
scheme is being launched on pilot basis in Maharashtra; based on the experience here, it will be implemented
nation-wide. “Postman and Postal Department are a vital part of the ordinary citizen's life. India Post has been
serving the people in an extraordinary way in the difficult situation which has emerged due to COVID-19, by
bringing them medicines and financial assistance. Prime Minister Shri Narendra Modi not only brought
schemes, but has been ensuring their effective implementation as well. The Postal Department has been
playing a major role in the implementation of Government schemes, leveraging the immense strength of its
vast network. Postal schemes are known for providing highly secured deposits, they provide higher return of
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interest with low risk.” The Minister said that the way to realize the goal of Aatma Nirbhar Bharat is through
collaborative efforts such as this, wherein various schemes have been brought together under one umbrella,
with the goal of providing financial inclusion.

The entire state of Maharashtra will be covered under the scheme. To begin with, two rural districts / areas for
each region have been identified: Akola and Washim in Nagpur Region; Parbhani and Hingoli in Aurangabad
Region; Solapur and Pandharpur in Pune Region; Kolhapur and Sangli in Goa Region; and Malegaon and
Palghar in Navi Mumbai Region. A total of 50 villages in each district will be covered during the current
financial year 2020-2021. Regional offices will identify the villages to be covered.

Scheme Implementation Team

The scheme will be implemented by a team of five Gramin Dak Sevaks who will be assigned a village for
marketing of all products, savings and insurance schemes of the Department of Posts. This team will be
headed by the Branch Post Master of the concerned Branch Office. Mail overseer will keep personal watch on
progress of team on daily basis. The teams will be led and monitored by concerned Divisional Head, Assistant
Superintendents Posts and Inspector Posts.

Campaign

The team of Gramin Dak Sevaks will conduct door-to-door awareness campaign on all schemes, covering all
eligible villagers. Wide publicity will be given by displaying the information on notice board of Branch Office.
Prominent places of targeted villages like Panchayat Offices, schools, village dispensaries, bus depots,
markets will also be used for advertising and pamphlets will be distributed. Small melas will be organized,
considering COVID-19 safety guidelines.

Training and Monitoring

Required training and infrastructure, covering all schemes, would be provided to all branch offices in identified
villages. The scheme progress and target achievement will be closely monitored at Circle, Regional and
Divisional levels. Monthly progress will be reviewed by the Chief Post Master General.
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The Chief Post Master General of Maharashtra Circle and Goa State, Shri Harish Chandra Agrawal assured
the Minister that Maharashtra will provide a fine example in successful implementation of Five Star Villages
Scheme, paving the way for the national roll-out of the scheme later. Director General (Posts), Shri Vineet
Pandey; and Postmaster General, Mumbai Region, Ms Swati Pandey also attended the online launch.

 

* * *

DJM/RT/DR

 

Follow us on social media:  @PIBMumbai    /PIBMumbai     /pibmumbai   pibmumbai@gmail.com

Mumbai, 10 September 2020

 

The Department of Posts has launched a scheme called Five Star Villages, to ensure universal coverage of
flagship postal schemes in rural areas of the country. The scheme seeks to bridge the gaps in public
awareness and reach of postal products and services, especially in interior villages. All postal products and
services will be made available and marketed and publicized at village level, under the Five Star Villages
scheme. Branch offices will function as one-stop shop to cater all post office - related needs of villagers. The
schemes covered under the Five Star scheme include: i) Savings Bank accounts, Recurrent Deposit
Accounts, NSC / KVP certificates, ii) Sukanya Samridhi Accounts/ PPF Accounts, iii) Funded Post Office
Savings Account linked India Post Payments Bank Accounts, iv) Postal Life Insurance Policy/Rural Postal Life
Insurance Policy and v) Pradhan Mantri Suraksha Bima Yojana Account / Pradhan Mantri Jeevan Jyoti Bima
Yojana Account.

https://twitter.com/pibmumbai
https://www.facebook.com/PIBMumbai/
http://instagram.com/pibmumbai
mailto:pibmumbai@gmail.com
mailto:pibmumbai@gmail.com
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If a village attains universal coverage for four schemes from the above list, then that village gets four-star
status; if a village completes three schemes, then that village get three-star status and so on.

Launching the scheme, the Union Minister of State for Communications, Shri Sanjay Dhotre said that the
scheme is being launched on pilot basis in Maharashtra; based on the experience here, it will be implemented
nation-wide. “Postman and Postal Department are a vital part of the ordinary citizen's life. India Post has been
serving the people in an extraordinary way in the difficult situation which has emerged due to COVID-19, by
bringing them medicines and financial assistance. Prime Minister Shri Narendra Modi not only brought
schemes, but has been ensuring their effective implementation as well. The Postal Department has been
playing a major role in the implementation of Government schemes, leveraging the immense strength of its
vast network. Postal schemes are known for providing highly secured deposits, they provide higher return of
interest with low risk.” The Minister said that the way to realize the goal of Aatma Nirbhar Bharat is through
collaborative efforts such as this, wherein various schemes have been brought together under one umbrella,
with the goal of providing financial inclusion.

The entire state of Maharashtra will be covered under the scheme. To begin with, two rural districts / areas for
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each region have been identified: Akola and Washim in Nagpur Region; Parbhani and Hingoli in Aurangabad
Region; Solapur and Pandharpur in Pune Region; Kolhapur and Sangli in Goa Region; and Malegaon and
Palghar in Navi Mumbai Region. A total of 50 villages in each district will be covered during the current
financial year 2020-2021. Regional offices will identify the villages to be covered.

Scheme Implementation Team

The scheme will be implemented by a team of five Gramin Dak Sevaks who will be assigned a village for
marketing of all products, savings and insurance schemes of the Department of Posts. This team will be
headed by the Branch Post Master of the concerned Branch Office. Mail overseer will keep personal watch on
progress of team on daily basis. The teams will be led and monitored by concerned Divisional Head, Assistant
Superintendents Posts and Inspector Posts.

Campaign

The team of Gramin Dak Sevaks will conduct door-to-door awareness campaign on all schemes, covering all
eligible villagers. Wide publicity will be given by displaying the information on notice board of Branch Office.
Prominent places of targeted villages like Panchayat Offices, schools, village dispensaries, bus depots,
markets will also be used for advertising and pamphlets will be distributed. Small melas will be organized,
considering COVID-19 safety guidelines.

Training and Monitoring

Required training and infrastructure, covering all schemes, would be provided to all branch offices in identified
villages. The scheme progress and target achievement will be closely monitored at Circle, Regional and
Divisional levels. Monthly progress will be reviewed by the Chief Post Master General.

The Chief Post Master General of Maharashtra Circle and Goa State, Shri Harish Chandra Agrawal assured
the Minister that Maharashtra will provide a fine example in successful implementation of Five Star Villages
Scheme, paving the way for the national roll-out of the scheme later. Director General (Posts), Shri Vineet
Pandey; and Postmaster General, Mumbai Region, Ms Swati Pandey also attended the online launch.

 

* * *
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DRAFT ELECTRICITY (AMENDMENT) BILL, 2020
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

Highlights of the Draft Bill

The Bill provides for the constitution of Electricity Contract Enforcement Authority (ECEA).
 The ECEA will have sole authority to adjudicate upon specified contract-related disputes in
the electricity sector.
 

●

A common selection committee will be constituted to select the chairperson and members of
the Appellate Tribunal (APTEL), the central and state regulatory commissions (CERC,
SERCs), and ECEA.
 

●

Currently, SERCs are required to specify regulations to progressively reduce cross-subsidy.
 The Bill requires them to adhere to the National Electricity Tariff Policy while determining
the cross-subsidy.
 

●

Government subsidy will not be accounted for while determining the tariff.  Such subsidy will
be provided directly to consumers.
 

●

The Bill adds that a franchisee will be authorised with the information given to the SERC.
 The Bill provides for a new entity called Distribution Sub-licensee.  A distribution licensee
can authorise a sub-licensee to distribute electricity on its behalf with the prior permission of
the SERC.
 

●

State and regional load despatch centres will not schedule or despatch electricity if the
distribution licensee has not provided adequate payment security, as agreed in the contract.
 

●

The Bill empowers the central government to notify a National Renewable Energy Policy in
consultation with state governments and prescribe minimum renewable and hydro purchase
obligation.

●

Key Issues and Analysis

The proposed common selection committee will have chief secretaries of two states as
members, by rotation.  A concerned state may not have a representative in the committee
when recommending appointments to its SERC.  The question is whether this undermines a
state’s powers to appoint its regulator.
 

●

The proposed selection committee will also recommend appointments to the Appellate
Tribunal.  The composition of the proposed selection committee is contrary to the principles
laid out by the Supreme Court to safeguard the independence of tribunals.
 

●

The Draft Bill requires the SERCs to adhere to the National Electricity Tariff Policy for
determining cross-subsidy.  The question is whether matters of cross-subsidy should be
determined by a uniform National Policy or continue to be determined by the SERCs.
 

●
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A distribution licensee can authorise a franchisee as well as a distribution sub-licensee to
distribute electricity on its behalf.  There is a need for clarity on the role of a franchisee and
a distribution sub-licensee.

●

PART A: HIGHLIGHTS OF THE DRAFT BILL

Context

The electricity sector could be classified into three segments: generation, transmission, and
distribution.  Generation is the process of producing power using different sources of energy.
 High voltage power is carried from the generation plants to the distribution sub-stations through
a transmission grid.   Electricity is finally transferred from the sub-stations to individual
consumers through a distribution network.   The Electricity Act, 2003 is the central law regulating
the electricity sector.[1]  The Act provides for Electricity Regulatory Commissions at both the
central and state levels (CERC and SERCs).  Functions of these Commissions include: (i)
regulating and determining tariff, (ii) issuing licenses for transmission, distribution, and electricity
trading, and (iii) adjudicating upon disputes, within their respective jurisdiction.  

One of the key concerns in the power sector has been the financial health of the distribution
companies (discoms), which are mostly state-owned.  Discoms have had a high level of debt
and have been running losses for the past several years.[2]   The Ujwal Discom Assurance
Yojana (UDAY) was launched in 2015 to bring financial and operational turnaround of discoms.
 Under UDAY, 15 states took over debt of their discoms worth Rs 2.1 lakh crore.2  However, the
losses of distribution utilities have increased by 69% between 2017-18 (Rs 29,452 crore) and
2018-19 (Rs 49,623 crore).[3]

Underpricing of tariff, and high technical and commercial losses (including theft and billing
issues) are some of the major reasons for financial issues of the discoms.[4]   Currently, the
state-owned discoms, on average, make a loss of Rs 0.41 for every unit of power supplied.[5] 
The overdue payment to generation companies has also increased (from Rs 57,352 crore in
March 2019 to Rs 94,598 in March 2020), indicating financial stress in some discoms.[6] 
Moreover, in March 2018, the regulatory assets[*] of discoms were Rs 34,526 crore, which is a
16% increase from March 2017 (Rs 29,103 crore).[7]   Delay in the release of government
subsidy also adversely impacts the liquidity of discoms contributing to their financial crisis.4

In 2014, a Bill to amend the 2003 Act was introduced in Lok Sabha but lapsed with the
dissolution of 16th Lok Sabha.  The 2014 Bill sought to: (i) increase competition in the sector by
segregating the distribution segment into distribution and supply, (ii) rationalise tariff
determination, and (iii) promote renewable energy.  The Bill was examined by the Standing
Committee on Energy (Chair: Dr Kirit Somaiya).   In 2018, based on the Committee’s
recommendations and other stakeholder consultations, the Ministry proposed draft amendments
to the 2003 Act.  The Draft Amendments sought to: (i) introduce direct benefit transfer
mechanism for the transfer of subsidy directly to consumers, and (ii) define renewable
generation and purchase obligations, among others.  In April 2020, the Ministry of Power
released the Draft Electricity (Amendment) Bill, 2020 proposing amendments to the 2003 Act.[8] 
 As per the Ministry, the Draft Bill seeks to address critical issues which have weakened
commercial and investment activities in the electricity sector.8  

Key Features

Electricity Contract Enforcement Authority: The Draft Bill sets up the Electricity
Contract Enforcement Authority (ECEA).  ECEA will consist of: (i) a chairperson, (ii)
two or more judicial members, and (iii) three or more technical members.  ECEA may

●
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have multiple benches, and every bench must have at least one judicial member and
one technical member.  ECEA will adjudicate on matters involving the performance of
contracts regarding the purchase, sale, or transmission of electricity between a
generation company and other licensees.  It will not adjudicate over any matter
related to regulation or determination of tariff, or any dispute involving tariff.  Such
matters will continue to be adjudicated by concerned SERCs and CERC. 
 
Common selection committee to recommend appointments: The Act provides for a
selection committee in each state to recommend appointments to the respective
SERC, and separate committees to recommend appointments to CERC and the
Appellate Tribunal for Electricity (APTEL).  The Draft Bill proposes a common
selection committee to recommend appointments to all SERCs, CERC, APTEL, and
ECEA.
 

●

Cost-reflective tariff: The Act provides that the tariff for the retail sale of electricity
should progressively reflect the cost of supply.  The Draft Bill amends this to require
that tariff must reflect the cost of supply.
 

●

Government subsidy: The Act provides that the state governments may provide
subsidy to consumers.   The Draft Bill requires that tariff for the retail sale of
electricity must be determined without accounting for the government subsidy.  The
Act provides that state governments must pay the subsidy in advance to the
distribution licensee or any other person concerned to implement the subsidy.  The
Draft Bill removes this provision and requires that subsidy must be provided directly
to consumers.

●

Regulation of cross-subsidy: The Act requires the cross-subsidy in tariff to be
reduced progressively.  The Act empowers the regulatory commissions to make
regulations regarding the manner of reduction of cross-subsidy.  The Draft Bill
removes the powers of the regulatory commissions to make these regulations.  It
requires that cross-subsidy should be reduced in the manner provided in the National
Electricity Tariff Policy prescribed by the central government.

●

Sub-contracting of power distribution activities: The Act empowers a distribution
licensee to authorise a Franchisee to distribute electricity on its behalf.  The Draft Bill
adds that a Franchisee will be appointed with the information given to the SERC.  The
Draft Bill also introduces another entity named Distribution Sub-Licensee which can
be authorised by a distribution licensee to distribute electricity on its behalf.  Prior
permission of SERC will be required for authorising a Sub-Licensee.  No separate
license will be required for operating as either a Franchisee or a Distribution Sub-
licensee.  
 

●

Functions of National Load Despatch Centre (NLDC): The Act provides for load
despatch centres at state, regional, and national level.  The load despatch centres are
responsible for optimum scheduling and despatch of electricity in their respective
jurisdiction.  Under the Act, the central government is empowered to prescribe the
functions of NLDC.  The Draft Bill adds that functions of the NLDC will include: (i)
monitoring of grid operations, (ii) exercising supervision and control over inter-

●
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regional and interstate transmission network, and (iii) carrying out real-time
operations of the national grid.  
 
The Bill also empowers NLDC to issue directions for ensuring the stability of grid operation
and safety and security of the national grid.   Such directions will be binding on various
entities involved in the operation of power systems including generators, and regional and
state load despatch centres.
 

●

Payment Security Mechanism: As per the Act, the regional and state load despatch
centres (RLDCs and SLDCs) are responsible for scheduling and despatch of
electricity from the generator to the distribution licensee.  The Draft Bill adds that the
supply agreement between a generator and a distribution licensee may require
adequate payment security.  The Bill prohibits the RLDCs and SLDCs from
dispatching electricity if adequate payment security, as agreed in the contract, has
not been provided by the distribution licensee.
 

●

National Renewable Energy Policy: The Draft Bill empowers the central government
to formulate a National Renewable Energy Policy in consultation with state
governments.  The policy will be aimed at promoting renewable sources of energy.
 The central government may prescribe a minimum percentage of purchase of
electricity from renewable and hydro sources of energy.
 

●

Renewable Purchase Obligation: The Act empowers the SERCs to mandate a
percentage of electricity purchase from renewable sources known as Renewable
Purchase Obligation (RPO).   The Draft Bill adds that SERCs will specify RPO as may
be prescribed by the central government.  The Draft Bill also provides for certain
penalties for non-compliance by licensees in meeting RPO.

●

 

PART B: KEY ISSUES AND ANALYSIS

Selection Committee for Regulatory Commissions, ECEA, and APTEL

Electricity is a subject in the concurrent list of the Constitution.[9]  The Electricity Act, 2003
created independent regulators at the state and central level.   As per the Act, each state has a
selection committee for the respective SERC.  There are separate selection committees for
CERC and Appellate Tribunal (APTEL).  The Draft Bill proposes a common selection committee
for CERC, SERCs, APTEL, and the Electricity Contract Enforcement Authority (ECEA).  This
raises a few questions on the composition of the proposed selection committee.  

Composition of the selection committee may undermine states’ powers to appoint its
regulator

Currently, the SERC selection committee has the Chief Secretary of the respective state as a
member (Table 1).  The proposed common selection committee includes chief secretaries of two
states as members, by annual rotation (alphabetically).  This implies that a concerned state may
not have a representative in the selection committee when selecting members of the state’s
regulator.  The question is whether this undermines a state’s powers to appoint its regulator.

Table 1: Comparison of the composition of selection committees for SERCs under the
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Act with the Proposed Selection Committee under the Draft Bill

Selection Committee for SERCs
under the Electricity Act, 2003

Common Selection Committee for SERCs,
CERC, APTEL, and ECEA under the Draft Bill

Chairperson: former Judge of
the High Court.
 

-

Other members include: (i)
Chief Secretary of the
concerned state, and (ii)
chairperson of Central
Electricity Authority or
chairperson of CERC.

-

Chairperson: a retired or current Supreme
Court Judge. 
 

-

Other members: (i) Secretary of the Ministry
of Power, (ii), Chief Secretaries of two states
on a rolling basis for one year, and (iii)
Secretary of a Ministry to be nominated by
the central government.

-

Sources: The Electricity Act, 2003; The Draft Electricity (Amendment) Bill, 2020; PRS.

Composition of selection committee may be contrary to the principles laid out by the
Supreme Court

The selection committee proposed by the Draft Bill will also be responsible for recommending
appointments to the APTEL.  The proposed Selection Committee comprises one judicial
member and four executive members.   This is contrary to the principles laid out by the Supreme
Court to safeguard the independence of a statutory Tribunal like the APTEL.  

The Supreme Court has held that any search-cum-selection committee mainly consisting of
executive members will lead to excessive interference of the Executive in the appointment of
members of Tribunals.[10]   The Court further added that it would be detrimental to the
independence of judiciary besides being an affront to the doctrine of separation of powers.10

Moreover, the Finance Act, 2017 provides for uniform processes for various tribunals including
the APTEL.[11]  The Draft Bill proposes a selection committee for the APTEL, different from the
one in the Rules issued under the Finance Act, 2017 (Table 2).[12]  These Rules have also been
challenged in the Supreme Court for not adhering to the principles of separation of powers and
independence of the judiciary.[13]

Table 2: Comparison of Selection Committee for recommending appointments to the
APTEL

As per the 2020 Rules under Finance Act,
2017

As per the Draft Electricity
(Amendment) Bill, 2020

Chairperson: Chief Justice of India or a
judge of the Supreme Court nominated by
the Chief Justice of India
Members:

APTEL Chairperson[†]-
Union Power Secretary-
Union Petroleum Secretary-

Chairperson: A sitting or former judge
of the Supreme Court nominated by the
Chief Justice of India
Members:

Union Power Secretary -
Another central government
Secretary 

-

Chief Secretaries of two state
governments in rotation

-

Sources: The Draft Electricity (Amendment) Bill, 2020; The Tribunal, Appellate Tribunal, and
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other Authorities (Qualifications, Experience, and Other Conditions of Service of Members)
Rules, 2020; PRS.

National Policy may not address state-level variations in cross-subsidy 

The Act empowers SERCs to determine the retail tariff for electricity and make regulations on
tariff-related matters.  This includes regulating the manner of reduction of cross-subsidy and
determining such cross-subsidy.  The Draft Bill: (i) removes the SERCs’ powers to make
regulations regarding the manner of reduction of cross-subsidy, and (ii) requires them to adhere
to the National Electricity Tariff Policy for determining cross-subsidy.  The Statement of Objects
and Reasons of the Draft Bill notes that tariff determined by SERCs has not been cost-reflective
and has resulted in the weakening of the financial health of discoms.  The question is whether
cross-subsidies in tariff should be determined by the state regulator or be based on a national
policy.

When deciding the reduction of cross-subsidy, SERCs may account for various factors.  These
include consumer mix, sale projections of electricity, power procurement mix, and cost of power
procurement and supply.   These factors vary significantly from state to state.  Such variations
across states may not be adequately captured in the National Policy.

Note that the Electricity (Amendment) Bill, 2014 (that lapsed with the dissolution of 16th Lok
Sabha) sought to make it mandatory for SERCs to adhere to the National Tariff Policy in all
matters of tariff determination.[14],[15]   The Standing Committee on Energy (2014) examining
the Bill recommended that this provision should be modified to give due autonomy to states to
act within the broad framework of the National Tariff Policy given the federal structure of the
country.15  The Committee added that a rigid and uniform approach for determination of tariff
may not be as beneficial as ground realities such as availability of raw material, manpower, and
other essential inputs may vary from state to state.

Need for clarity in the role of distribution sub-licensee and franchisee

The Act provides that the distribution licensee may authorise a Franchisee to distribute electricity
on its behalf in a particular area within its area of supply.  The Draft Bill adds that a discom can
authorise a Franchisee, and inform the SERC.  The Draft Bill introduces a new entity named
Distribution Sub-licensee which can also be authorised by the distribution licensee for
distributing electricity on its behalf.  Unlike a franchisee, prior permission of SERC will be
required to authorise a sub-licensee.   The functions of Franchisee and Distribution Sub-licensee
are the same; hence, the question is whether there is a need for two separate entities under the
law to serve the same purpose.  

The Draft Bill also provides that no separate license will be required for either sub-licensee or
franchisee.  Further, prior permission of SERC is not required for authorising a franchisee.  The
Standing Committee on Energy (2014-15) while examining the Electricity (Amendment) Bill,
2014 had observed that as franchisees are free from seeking any permission from appropriate
bodies, their accountability may not be ensured.15  It suggested that franchisees must be held
accountable since they interact with consumers directly.15  

Transfer of government subsidy directly to consumers

The Act provides that state governments may subsidise retail consumption of electricity.
 However, it does not explicitly specify the manner of accounting for such subsidy in the tariff
determination process.8  Typically, the tariffs charged to the consumers are lowered to the
extent of the subsidy provided by the government to the state discoms.  The Draft Bill requires
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that government subsidy will not be accounted for while determining tariff.  It introduces a Direct
Benefit Transfer (DBT) system under which state governments will pay the subsidy directly to
the consumers.

DBT system in electricity can help improve accountability, reduce delays, and deliver subsidy to
consumers more efficiently.4  It is expected to provide following benefits: (i) better targeting of
subsidy to actual consumption, therefore reducing power theft or losses, (ii) improvement in the
segmentation of consumers based on consumption rather than based on consumer category,
and (iii) encouraging efficient utilisation of electricity by subsidised consumers otherwise they
would move out of the subsidised slabs.4  However, implementing DBT could throw some
challenges such as:

Typically, the electricity connection is in the name of the owner of the house, agricultural
land, shop, or establishment.  However, the consumer may be a tenant renting that place.
 Hence, the DBT system may be required to identify the actual user of electricity in such
cases as the beneficiary of subsidy.

●

If the subsidy is to be based on the amount of electricity consumed, the measurement of
such consumption will be necessary.  However, 100% metering is yet to be achieved for
certain categories of consumers.4,7  For example, the Maharashtra State Electricity
Distribution Company Limited (MSEDCL) was estimated to have around 15 lakh unmetered
agricultural consumers (37.5% of the total agricultural consumers) as of March 2018.[16] 
Around 1.33 lakh agricultural consumers were surveyed as part of the study and it was
found that only 39% of consumers reported having a metered connection (against ~65% as
per official records).  Further, only 17% of these consumers actually had meters installed.16
 

●

While the Act requires state governments to pay subsidy in advance, in many instances,
disbursement of subsidy by governments to discoms has been delayed.4  If such delays
were to happen in the DBT system, it will adversely impact the ability of low-income
consumers to pay bills on time.  For instance, the average monthly power bill for a farmer
using a tubewell for farming could be around Rs 3,000-5,000.  This could be a significant
amount for a small farmer, who may be currently getting electricity for free.

●

Renewable Generation Obligation has not been defined

The Draft Bill empowers the central government to make rules on the Renewable Generation
Obligation.   However, Renewable Generation Obligation has not been defined in the Act or the
Draft Bill.

 

 

[*] Regulatory asset refers to the unrealised revenues of discoms which are to be recovered
from consumers but are not charged with immediate tariff hikes to avoid economic instability
among them.

[†] The chairperson of the APTEL is a sitting or former Supreme Court Judge or High Court
Chief Justice.

[1]. The Electricity Act, 2003, https://www.indiacode.nic.in/bitstream/123456789/2058/1/a2003-
36.pdf.

https://www.indiacode.nic.in/bitstream/123456789/2058/1/a2003-36.pdf
https://www.indiacode.nic.in/bitstream/123456789/2058/1/a2003-36.pdf
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PRIME MINISTER LAUNCHES PM MATSYA SAMPADA
YOJANA, E-GOPALA APP & SEVERAL INITIATIVES IN
BIHAR

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

Prime Minister Shri Narendra Modi launched PM Matsya Sampada Yojana, e-Gopala
App & several initiatives linked to studies and research in fisheries production, dairy,
animal husbandry and agriculture in Bihar through video conferencing.

Speaking on the occasion, PM said the motive behind all these schemes launched
today is to empower our villages and make India Self-Reliant (AatmaNirbhar Bharat)
in the 21st Century.

The Prime Minister said the Matsya Sampada Yojana is also being launched with the
same motive. He said it is being launched in 21 States of the country with an
investment of Rs 20,000 Crores which would be spent in the next 4-5 Years. Out of
this, projects worth Rs 1700 crores are being launched today.

Under this scheme he said that many facilities have been inaugurated in Patna,
Purnia, Sitamarhi, Madhepura, Kishanganj and Samastipur.

The Prime Minister said the scheme provides for new infrastructure, modern
equipment and access to new markets to the fish producers, along with increased
opportunities for through farming as well as other means.

He said this is the first time after independence, that such a major scheme has been
launched in the country for the fisheries sector.

Shri Modi said keeping in mind the importance of the sector and in order to
exclusively deal with various issues concerning fisheries a separate Ministry has
been created in the Government of India. This will facilitate our fishermen and
colleagues related to fish farming and sale.

The goal is also to double fish exports in the coming 3-4 years. This will create
millions of new employment opportunities only in the fisheries sector. After interacting
with my friends in the sector today, I my confidence increased further.

PM said that much of the fish farming depends on the availability of clear water and
the Mission Clean Ganga will further help. He added the fisheries sector is also set to
benefit from the work being done on river transport in the areas around Ganga river.
The mission Dolphin announced on August 15 this year will also have its impact on
the fisheries sector.

The PM lauded the work done by the Government of Bihar in provided safe drinking
water r supply to every household. He said that in 4-5 years only 2% houses in Bihar
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were linked to Water Supply connections and that now more than 70 percent
households in Bihar are connected with the supply of clean drinking water. Prime
Minister said the efforts of Bihar Government are now getting further support to Jal
Jeevan Mission of Govt of India.

He said that even in this time of Corona, about 60 lakh houses in Bihar have been
ensured to get water from the tap and this is a really big achievement. He cited this
as an example of how the work in our villages continued during the crisis, when
almost everything in the country was stopped. He said that it is the strength of our
villages that despite the corona, grains, fruits, vegetables and milk continued to come
to the mandis, to the dairies without any shortage.

Not only this, the dairy industry has also made record purchases despite this difficult
situation. He informed that the PM Kisan Samman Nidhi has also directly transferred
money to the bank accounts of more than 10 crore farmers of the country, especially
about 75 lakh farmers in Bihar.

He said this work is also praiseworthy because Bihar has also faced floods bravely
along with the corona. He said that both the state government and the central
government has taken efforts to complete the relief work at a fast pace.

He stressed the benefits of the scheme of free ration and the Pradhan Mantri Garib
Kalyan Rojgar Abhiyan to reach every needy fellow of Bihar and every migrant family
that returned from outside. He said hence the scheme of free ration has been
extended to Deepawali and Chhath Puja after June.

PM said that many of the workers who have returned from the cities due to the
Corona crisis are moving towards animal husbandry and they are getting support
from many schemes of the Central Government and the Government of Bihar. He
said that the Government is constantly making efforts to expand the country's dairy
sector like making new products, new innovations, so that the farmers and cattle
breeders get more income. Along with this, the focus is to improve the quality of
livestock in the country, to maintain their cleanliness and health and access to
nutritious food. With this goal, the PM said that a free vaccination campaign is
launched today to vaccinate more than 50 crore livestock from the foot and mouth
disease and brucellosis. Provisions have also been made under different schemes for
better fodder to animals.

He added that Mission Gokul is underway to develop better indigenous breeds in the
country. A countrywide artificial insemination program was started a year ago, Phase
I has completed today.

The Prime Minister said Bihar is now becoming a major center for the development of
quality indigenous breeds. Bihar is going to be strengthened in the dairy sector due to
the modern facilities built in Purnia, Patna and Barauni under the National Gokul
Mission today. The center built in Purnia is one of the largest centers in India. This
will greatly benefit not only Bihar but a large part of eastern India. He added that this
center will also give a further boost to the development and conservation of
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indigenous breeds of Bihar like 'Bachhaur' and 'Red Purnia'.

The Prime Minister said that usually a cow gives birth to one child in a year. But with
the help of IVF technology, many calves are possible in a year. Our goal is to reach
every village with this technology. He said that along with the good breed of animals,
the correct scientific information about their care is also equally important. The e-
Gopala app launched today will be an online digital medium that will help the farmers
to choose better quality livestock and get freedom from middlemen. This app will give
all the information related to cattle care, from productivity, to its health and diet. He
added when this work is completed, inserting the animal Aadhaar number in the e-
GOPALA app will give all the information related to that animal easily. This will make
it easier for cattle owners to buy and sell animals.

The Prime Minister said it is necessary to adopt scientific methods and build modern
infrastructure in the village to develop sectors like agriculture, animal husbandry and
fisheries rapidly. Bihar has been an important center for education and research
related to agriculture.

He said that very few people know that Pusa Institute in Delhi refers to Pusa town
near Samastipur in Bihar. During the time of colonial rule itself, a national level
Agricultural Research Center was set up at Pusa in Samastipur. He praised visionary
leaders like Dr. Rajendra Prasad and Jananayak Karpoori Thakur for carrying this
tradition forward after independence.

Taking inspiration from these efforts, the Prime Minister said that in 2016 Dr.
Rajendra Prasad University of Agriculture was recognized as a Central University.
After this, Courses were expanded extensively in the university and in the colleges
affiliated to it. He said taking this further, a new building of the School of Agri-
Business and Rural Management has been inaugurated. In addition, new hostels,
stadiums and guest houses have also been laid.

Considering the modern needs of the agricultural sector, 3 Central Agricultural
Universities are set up in the country compared to only one 5-6 years ago. In the
Bihar Mahatma Gandhi Research Center was inaugurated to save farming from the
floods that come in Bihar every year. Similarly, the Regional Research and Training
Center for Fish in Motipur, the Animal Husbandry and Dairy Development Center at
Motihari and many such institutes were started to connect agriculture with science
and technology.

The Prime Minister said that clusters of food processing industries and research
centres should be set up near villages and with that we can achieve the motto of Jai
Kisan, Jai Vigyan and Jai Anusandhan.

The Prime Minister said that the Central Government has set up a Rs 1 Lakh Crore
Agriculture Infrastructure Development Fund for creating special infrastructure and
providing support to FPOs, Cooperative Groups to develop storage, cold storage and
other facilities.



Page 89

cr
ac

kIA
S.co

m

Even Women’s SHGs are getting good support and the support has increased 32
times in the last 6 years.

Shri Narendra Modi said that efforts are being made to rope in all villages in the
country as engines of growth and helping them make India Self-Reliant.

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

VRRK/AKP

Prime Minister Shri Narendra Modi launched PM Matsya Sampada Yojana, e-Gopala
App & several initiatives linked to studies and research in fisheries production, dairy,
animal husbandry and agriculture in Bihar through video conferencing.

Speaking on the occasion, PM said the motive behind all these schemes launched
today is to empower our villages and make India Self-Reliant (AatmaNirbhar Bharat)
in the 21st Century.

The Prime Minister said the Matsya Sampada Yojana is also being launched with the
same motive. He said it is being launched in 21 States of the country with an
investment of Rs 20,000 Crores which would be spent in the next 4-5 Years. Out of
this, projects worth Rs 1700 crores are being launched today.

Under this scheme he said that many facilities have been inaugurated in Patna,
Purnia, Sitamarhi, Madhepura, Kishanganj and Samastipur.

The Prime Minister said the scheme provides for new infrastructure, modern
equipment and access to new markets to the fish producers, along with increased
opportunities for through farming as well as other means.

He said this is the first time after independence, that such a major scheme has been
launched in the country for the fisheries sector.

Shri Modi said keeping in mind the importance of the sector and in order to
exclusively deal with various issues concerning fisheries a separate Ministry has
been created in the Government of India. This will facilitate our fishermen and
colleagues related to fish farming and sale.

The goal is also to double fish exports in the coming 3-4 years. This will create
millions of new employment opportunities only in the fisheries sector. After interacting
with my friends in the sector today, I my confidence increased further.

PM said that much of the fish farming depends on the availability of clear water and
the Mission Clean Ganga will further help. He added the fisheries sector is also set to
benefit from the work being done on river transport in the areas around Ganga river.
The mission Dolphin announced on August 15 this year will also have its impact on
the fisheries sector.
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The PM lauded the work done by the Government of Bihar in provided safe drinking
water r supply to every household. He said that in 4-5 years only 2% houses in Bihar
were linked to Water Supply connections and that now more than 70 percent
households in Bihar are connected with the supply of clean drinking water. Prime
Minister said the efforts of Bihar Government are now getting further support to Jal
Jeevan Mission of Govt of India.

He said that even in this time of Corona, about 60 lakh houses in Bihar have been
ensured to get water from the tap and this is a really big achievement. He cited this
as an example of how the work in our villages continued during the crisis, when
almost everything in the country was stopped. He said that it is the strength of our
villages that despite the corona, grains, fruits, vegetables and milk continued to come
to the mandis, to the dairies without any shortage.

Not only this, the dairy industry has also made record purchases despite this difficult
situation. He informed that the PM Kisan Samman Nidhi has also directly transferred
money to the bank accounts of more than 10 crore farmers of the country, especially
about 75 lakh farmers in Bihar.

He said this work is also praiseworthy because Bihar has also faced floods bravely
along with the corona. He said that both the state government and the central
government has taken efforts to complete the relief work at a fast pace.

He stressed the benefits of the scheme of free ration and the Pradhan Mantri Garib
Kalyan Rojgar Abhiyan to reach every needy fellow of Bihar and every migrant family
that returned from outside. He said hence the scheme of free ration has been
extended to Deepawali and Chhath Puja after June.

PM said that many of the workers who have returned from the cities due to the
Corona crisis are moving towards animal husbandry and they are getting support
from many schemes of the Central Government and the Government of Bihar. He
said that the Government is constantly making efforts to expand the country's dairy
sector like making new products, new innovations, so that the farmers and cattle
breeders get more income. Along with this, the focus is to improve the quality of
livestock in the country, to maintain their cleanliness and health and access to
nutritious food. With this goal, the PM said that a free vaccination campaign is
launched today to vaccinate more than 50 crore livestock from the foot and mouth
disease and brucellosis. Provisions have also been made under different schemes for
better fodder to animals.

He added that Mission Gokul is underway to develop better indigenous breeds in the
country. A countrywide artificial insemination program was started a year ago, Phase
I has completed today.

The Prime Minister said Bihar is now becoming a major center for the development of
quality indigenous breeds. Bihar is going to be strengthened in the dairy sector due to
the modern facilities built in Purnia, Patna and Barauni under the National Gokul
Mission today. The center built in Purnia is one of the largest centers in India. This
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will greatly benefit not only Bihar but a large part of eastern India. He added that this
center will also give a further boost to the development and conservation of
indigenous breeds of Bihar like 'Bachhaur' and 'Red Purnia'.

The Prime Minister said that usually a cow gives birth to one child in a year. But with
the help of IVF technology, many calves are possible in a year. Our goal is to reach
every village with this technology. He said that along with the good breed of animals,
the correct scientific information about their care is also equally important. The e-
Gopala app launched today will be an online digital medium that will help the farmers
to choose better quality livestock and get freedom from middlemen. This app will give
all the information related to cattle care, from productivity, to its health and diet. He
added when this work is completed, inserting the animal Aadhaar number in the e-
GOPALA app will give all the information related to that animal easily. This will make
it easier for cattle owners to buy and sell animals.

The Prime Minister said it is necessary to adopt scientific methods and build modern
infrastructure in the village to develop sectors like agriculture, animal husbandry and
fisheries rapidly. Bihar has been an important center for education and research
related to agriculture.

He said that very few people know that Pusa Institute in Delhi refers to Pusa town
near Samastipur in Bihar. During the time of colonial rule itself, a national level
Agricultural Research Center was set up at Pusa in Samastipur. He praised visionary
leaders like Dr. Rajendra Prasad and Jananayak Karpoori Thakur for carrying this
tradition forward after independence.

Taking inspiration from these efforts, the Prime Minister said that in 2016 Dr.
Rajendra Prasad University of Agriculture was recognized as a Central University.
After this, Courses were expanded extensively in the university and in the colleges
affiliated to it. He said taking this further, a new building of the School of Agri-
Business and Rural Management has been inaugurated. In addition, new hostels,
stadiums and guest houses have also been laid.

Considering the modern needs of the agricultural sector, 3 Central Agricultural
Universities are set up in the country compared to only one 5-6 years ago. In the
Bihar Mahatma Gandhi Research Center was inaugurated to save farming from the
floods that come in Bihar every year. Similarly, the Regional Research and Training
Center for Fish in Motipur, the Animal Husbandry and Dairy Development Center at
Motihari and many such institutes were started to connect agriculture with science
and technology.

The Prime Minister said that clusters of food processing industries and research
centres should be set up near villages and with that we can achieve the motto of Jai
Kisan, Jai Vigyan and Jai Anusandhan.

The Prime Minister said that the Central Government has set up a Rs 1 Lakh Crore
Agriculture Infrastructure Development Fund for creating special infrastructure and
providing support to FPOs, Cooperative Groups to develop storage, cold storage and
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other facilities.

Even Women’s SHGs are getting good support and the support has increased 32
times in the last 6 years.

Shri Narendra Modi said that efforts are being made to rope in all villages in the
country as engines of growth and helping them make India Self-Reliant.

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

VRRK/AKP
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Source : www.pib.gov.in Date : 2020-09-11

SHRI MANSUKH MANDAVIYA LAUNCHES ‘SAROD-
PORTS’ TODAY

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

Union Minister of State for Shipping (I/C) Shri Mansukh Mandaviya today launched
‘SAROD-Ports’ (Society for Affordable Redressal of Disputes - Ports) through virtual
ceremony today in New Delhi.

Speaking at the launching, Shri Mansukh Mandaviya termed SAROD-Ports as a
game changer and added that it will become the pivotal mechanism of ummeed
(hope), vishwas(trust) and nyaya (justice) in the Port sector of India. Shri Mandaviya
also added that enforcement of concession agreements in the letter and spirit is on
the utmost priority. SAROD-Ports will resolve the disputes in fair and just manner
while saving huge amount of legal expenditure and time.

Dr Sanjiv Ranjan, Secretary, Ministry of Shipping said that all major Ports are shifting
towards ‘Landlord Model’ in the days to come. Many concessioners will be working
with the Major Ports. SAROD-Ports will inspire confidence in the private players and
will ensure right kind of environment for our partners. It will promote ease of doing
business in the maritime sector because of the fast, timely, cost effective and robust
dispute resolution mechanism.

SAROD-Ports is established under Societies Registration Act, 1860 with the following
objectives:

SAROD-Ports consists members from Indian Ports Association (IPA) and Indian
Private Ports and Terminals Association (IPTTA).
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SAROD-Ports will advise and assist in settlement of disputes through arbitrations in
the maritime sector, including ports and shipping sector in Major Port Trusts, Non-
major Ports, including private ports, jetties, terminals and harbours. It will also cover
disputes between granting authority and Licensee/Concessionaire /Contractor   and
also disputes between Licensee/Concessionaire and their contractors arising out of
and during the course of execution of various contracts.

‘SAROD-Ports’ is similar to provision available in Highway Sector in the form of
SAROD-Roads constituted by NHAI.

 

Backgrounder:

The Union Cabinet chaired by Prime Minister Shri Narendra Modi has approved
amendments in the Model Concession Agreement (MCA) .In January,2018.The
amendments in the MCA, envisaged constitution SAROD-PORTS as dispute
resolution mechanism for PPP Projects in the Major Ports.

 

**********

YB/AP

Union Minister of State for Shipping (I/C) Shri Mansukh Mandaviya today launched
‘SAROD-Ports’ (Society for Affordable Redressal of Disputes - Ports) through virtual
ceremony today in New Delhi.

Speaking at the launching, Shri Mansukh Mandaviya termed SAROD-Ports as a
game changer and added that it will become the pivotal mechanism of ummeed
(hope), vishwas(trust) and nyaya (justice) in the Port sector of India. Shri Mandaviya
also added that enforcement of concession agreements in the letter and spirit is on
the utmost priority. SAROD-Ports will resolve the disputes in fair and just manner
while saving huge amount of legal expenditure and time.



Page 95

cr
ac

kIA
S.co

m
Dr Sanjiv Ranjan, Secretary, Ministry of Shipping said that all major Ports are shifting
towards ‘Landlord Model’ in the days to come. Many concessioners will be working
with the Major Ports. SAROD-Ports will inspire confidence in the private players and
will ensure right kind of environment for our partners. It will promote ease of doing
business in the maritime sector because of the fast, timely, cost effective and robust
dispute resolution mechanism.

SAROD-Ports is established under Societies Registration Act, 1860 with the following
objectives:

SAROD-Ports consists members from Indian Ports Association (IPA) and Indian
Private Ports and Terminals Association (IPTTA).

SAROD-Ports will advise and assist in settlement of disputes through arbitrations in
the maritime sector, including ports and shipping sector in Major Port Trusts, Non-
major Ports, including private ports, jetties, terminals and harbours. It will also cover
disputes between granting authority and Licensee/Concessionaire /Contractor   and
also disputes between Licensee/Concessionaire and their contractors arising out of
and during the course of execution of various contracts.

‘SAROD-Ports’ is similar to provision available in Highway Sector in the form of
SAROD-Roads constituted by NHAI.

 

Backgrounder:

The Union Cabinet chaired by Prime Minister Shri Narendra Modi has approved
amendments in the Model Concession Agreement (MCA) .In January,2018.The
amendments in the MCA, envisaged constitution SAROD-PORTS as dispute
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resolution mechanism for PPP Projects in the Major Ports.

 

**********

YB/AP
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Source : www.thehindu.com Date : 2020-09-12

SMOTHERING THE HOUSING RIGHTS OF THE URBAN
POOR

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

In a short order with devastating consequences, the Supreme Court of India on August 31
ordered the removal of about 48,000 slum dwellings situated along the railway tracks in Delhi. A
three-judge Bench headed by Justice Arun Mishra, in one of his last orders before his
retirement, directed State authorities to remove the jhuggi jhopri clusters in the railway safety
zone within a period of three months. Most shockingly, the order stated that “no Court shall grant
any stay with respect to removal of the encroachments” and in case any such interim order is
granted “that shall not be effective”.

Relying on an affidavit filed by the Railways, the Court observed that there is a “predominant
presence” of slums in close vicinity of the 140 km-long railway line in Delhi. It noted that while
the National Green Tribunal had constituted a special task force for the removal of
encroachments from railway property — “There seems to be some political intervention against
removal of such encroachments”. The Court ordered that these “encroachments”should be
removed within three months and “no interference, political or otherwise, should be there.”

Comment | For better slum policies

The Supreme Court order which seeks to summarily demolish informal settlements of poor
urban residents is deeply disturbing and raises serious legal questions. The order is
fundamentally flawed because the Court has ignored principles of natural justice, judicial
precedents on the right to shelter, and state policies governing evictions.

The order violates principles of natural justice and due process since it decided on the removal
of jhuggi jhopris without hearing the affected party, the jhuggi dwellers. The order was passed in
the long-running case, M.C. Mehta vs. Union of India & Ors., regarding pollution in Delhi and
was in response to a report by Environment Pollution (Prevention & Control) Authority for the
National Capital Region on the piling up of garbage along railway tracks. However, neither this
case nor the report concerns itself with the legality of informal settlements. Still, the Court made
an unconvincing connection between the piling of garbage and the presence of slums and gave
an eviction order without giving the residents a fair hearing.

The Court ignored its long-standing jurisprudence on the right to livelihood and shelter upheld in
various judgments. In the landmark decision concerning pavement-dwellers, a five-judge Bench
of the Supreme Court in Olga Tellis & Ors vs. Bombay Municipal Corporation & Ors. (1985) held
that the right to life also includes the “right to livelihood” and that no eviction shall take place
without notice and hearing those affected. Further, in Chameli Singh vs. State Of U.P. (1995),
the Supreme Court recognised the “right to shelter” as a component of the right to life under
Article 21 and freedom of movement under Article 19(1)(e).

Also read | Less than 1% of slum dwellings rehabilitated, reveals RTI plea

The Court also failed to consider the policies and case laws on slum eviction and rehabilitation in
Delhi. In Sudama Singh & Others vs Government Of Delhi & Anr. (2010), the High Court of Delhi
held that prior to any eviction, a survey must be conducted and those evicted should have a right
to “meaningful engagement” with the relocation plans. The procedure laid down in this judgment

https://www.livelaw.in/pdf_upload/pdf_upload-380869.pdf
https://www.livelaw.in/pdf_upload/pdf_upload-380869.pdf
https://www.thehindu.com/news/cities/Delhi/supreme-court-orders-removal-of-slums-along-railway-tracks-in-delhi/article32510738.ece
https://www.thehindu.com/opinion/op-ed/for-better-slum-policies/article24731922.ece
https://www.thehindu.com/news/cities/Delhi/less-than-1-of-slum-dwellings-rehabilitated-reveals-rti-plea/article25216969.ece
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formed the basis for the Delhi Slum and JJ Rehabilitation and Relocation Policy, 2015. This was
reiterated in Ajay Maken & Ors. vs Union Of India & Ors. (2019), a case concerning the
demolition of Shakur Basti on railway land, where the Delhi High Court invoked the idea of the
“Right to the City” to uphold the housing rights of slum dwellers. This case led to the framing of a
Draft Protocol for the 2015 Policy on how meaningful engagement with residents should be
conducted. However, neither the case laws nor the state policies were referred to by the Court.

The Supreme Court order that threatens to leave lakhs of people homeless amid a health and
economic emergency is callous and unconscionable. As the pandemic makes urban informal
livelihoods more vulnerable, the UN Special Rapporteur on the right to adequate housing has
called on member-states to declare an end to forced evictions. However, as in a recent report of
the Housing and Land Rights Network (HLRN), over 20,000 people were displaced in 45
incidents of forced evictions between March 25 and July 31, when India was under lockdown.
Over the last three years, over five lakh people have been evicted, most often for various “city
beautification” projects.

Also read | The promised land

The courts have also played an active role in such demolition drives, often under the premise of
environmental protection. The present order follows the trajectory of court-led evictions,
highlighted by Anuj Bhuwania in his book, Courting the People: Public Interest Litigation in Post-
Emergency India, whereby the court admits a Public Interest Litigation (PIL), ignores the specific
issues and proceeds on a tangential topic, relies on reports of court-appointed committees and
orders the demolition of slums, often without hearing the affected population. This represents a
dangerous turn of PIL jurisprudence whereby its procedural relaxations are used to deny
principles of natural justice to the most marginalised groups.

The promise of the right to housing offered by Sudama Singh and Ajay Maken is now being
undone by an insidious and legally dubious order that pre-empts other courts from giving orders
to stop the eviction. The Court disdainfully refers to how “political interference” does not allow
“encroachments” to be evicted. However, it is often through such political negotiations that
residents of informal settlements incrementally make claims on housing and exercise their “Right
to the City”. These residents would now need to employ a combination of political and legal
strategies to protect their housing rights and ensure that no eviction or rehabilitation is
conducted without their prior informed consent.

Mathew Idiculla is a lawyer and researcher on urban issues and a consultant with the Centre for
Law and Policy Research. The views expressed are personal
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FOR A DIFFERENT YARDSTICK: ON 'DOING BUSINESS'
REPORT

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

A view of the World Bank headquarters.  

The World Bank has paused the publication of its ‘Doing Business’ report because of
statistical irregularities. This provides us with an opportunity to examine this flawed survey. The
index estimates the cost to business from regulations across areas including dealing with
construction permits and paying taxes. But the rankings encourage countries to compete even
on cutting vital regulations on health and environment.

Indeed, erratic procedures and delays hamper business in India and simplifying procedures
brings economic benefits. But rash deregulation prompts a race to the bottom that the world can
ill-afford during a climate and health crises. The World Bank’s independent evaluation group
(2008) and an external independent panel (2013) together flagged 15 shortcomings in the index,
many of which are still relevant.

Among the weaknesses are the lack of transparency and objectivity in scoring. For instance,
questions have been raised on Russia’s leap in ranking from 120 out of 190 countries in 2012 to
62 in 2015. As a de jure criterion, the survey excludes the informal sector. Curiously, low scores
for China and India were associated with high growth in FDI.

The biggest drawback is that the index sidesteps societal costs of deregulating pollution, worker
safety, and health risks. China and India improved their scores sharply in 2019 and 2020,
though the world’s first and third largest emitters increased carbon effluents significantly.
Another 2020 Index ranked China 120, and India 168, out of 180 countries on the environment.
Slack business safeguards produce tragic results. The 2013 collapse of the Rana Plaza garment
factory in Bangladesh, the second deadliest industrial accident after the gas leak in Union
Carbide, Bhopal, resulted from slipshod factory regulation. Brazil, India, and the U.S. have
slashed environmental standards. These standards have further weakened during COVID-19.
The reversal of effluent benchmarks for power plants and automobiles and the boost to fossil
fuels in the U.S. has been breathtaking. Yet this has not hurt its Doing Business survey ranking
(six in 2020). India’s Parliament is considering an Environment Impact Assessment, the draft of
which is filled with dilutions of the environmental law.

Several indicators of the Doing Business survey presume that less regulation is better, but
ignore the impact on health, ecology, worker protection and right to information. The 2008 global
financial crisis resulted from too little banking supervision. Climate change is driven by lax
emission control in China, the U.S., etc. The Centre and the States in India must take into
consideration workers’ well-being while considering changes to labour laws, especially during
the pandemic. Global lessons warn India of the pitfalls of diluting the 2005 Right to Information
Act.

The survey assumes that lower tax rates are best, which overlooks each country’s fiscal
requirements. For example, Maldives and Qatar scored high on paying taxes, but are not role
models for India as most of their revenue relies on unique assets. The survey supports lighter
rules and taxation to encourage shifts from informal to formal sectors. But formalisation per se
may not create jobs and cutting obstacles to starting a business will not necessarily expand the

https://www.thehindu.com/business/world-bank-pauses-publication-of-doing-business-report/article32461882.ece
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formal economy when facing severe capital shortage and a low-skilled workforce. The survey
neglects indicators of infrastructure, entrepreneurship, and competition. It is true that
overloading with too many variables makes a survey unwieldy. But when a yardstick does not
consider pollution abatement or labour standards, an overhaul is in order.

Putting the Doing Business project on hold gives the World Bank a chance to blend liberalisation
of unhelpful barriers with fortification of needed regulations. A revamped indicator should
reward, not penalise, investments in workers’ skills, health and safety, low polluting activities and
climate resilience.

Vinod Thomas is Distinguished Fellow, Asian Institute of Management, Manila; and former
Senior Vice President, Independent Evaluation, World Bank
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URBAN EMPLOYMENT AS THE FOCAL POINT
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

The contraction of the economy raises concern on the employment situation as the shrinking
sectors are those that create the maximum new jobs. While the ‘Garib Kalyan Rojgar
Abhiyaan’ launched in June (aimed to provide livelihood opportunities in rural India) could be
an immediate relief, the 50,000-crore employment scheme cannot be a substitute for decent
urban jobs. Given the structure of the economy and demographic profile, it is important to focus
on reducing the vulnerabilities of urban informal jobs in the long run.

Recent data on the contraction of the economy raises concern on the employment situation in
India. The shrinking sectors that have been affected the most — construction (–50%), trade,
hotels and other services (–47%), manufacturing (–39%), and mining (–23%) — are those that
create the maximum new jobs in the economy. In a scenario where each of these sectors is
contracting so sharply, it would lead to either a growing number of people losing jobs or failing to
get one, or even both. That is, there is a possibility of a decline in employment and a subsequent
rise in unemployment. This sharp contraction has to be seen in the light of India having
witnessed a wave of massive ‘reverse migration’ during the early phase of the lockdown, with
millions of workers returning to their home States due to a loss of livelihoods. It is doubtful as to
when and whether they would return to their places of work, and it would not be unreasonable to
assume that a majority of workers might not go back in the near future.

The abrupt announcement of the lockdown exposed the severe vulnerabilities of urban low-end
informal jobs as the share of vulnerable employment is higher in India than that of the world or
the South Asia region. Vulnerable employment is characterised by inadequate earnings, low
productivity and difficult conditions of work that undermine the basic rights of workers. They are
more likely to be informally employed and lack effective representation by trade unions.
According to the International Labour Organization, of the 535 million labour force in India in
2019, some 398.6 million will have poor quality jobs. The poor quality of jobs and high informality
are key for the high level of “working poors” or those living on incomes of less than 198 in a day.
Thus, despite higher economic growth in recent years, working poverty in India also remains
high. Given the contraction and lack of demand in the economy, it is quite plausible that there
would be a significant dip in urban employment generation. Thus, there are two challenges
policy interventions in securing the livelihoods of workers in urban areas have to address: first,
to generate more jobs and second, to reduce vulnerabilities by providing decent wages and
some form of job security.

The high and persistent incidence of vulnerable employment are a reflection of the nature of the
structural transformation process, whereby capital and labour transfer from low to higher value-
added sectors. India presents a curious case in this regard as capital and labour are moving
from low value-added activities in a sector to another sector, but not to higher value-added
activities. This leads to a situation where a large proportion of the jobs being created is of poor
quality (and is expected to remain so). The service sector-led growth in recent years has
intensified this as there is coexistence of strong job creation in some Information and
Communication Technology (ICT)-intensive services, along with a significant portion of the jobs
being created in ‘traditional low value-added services, where informality and vulnerable forms of
employment are dominant. The outcome of such a process is the high incidence of informality
which continues to undermine the prospects of reducing working poverty’. The pandemic and
associated policy responses have exposed the vulnerability of these urban jobs.

https://www.thehindu.com/news/national/coronavirus-lockdown-narendra-modi-launches-garib-kalyan-rojgar-abhiyan-for-migrant-workers/article31875874.ece
https://www.thehindu.com/news/national/coronavirus-lockdown-narendra-modi-launches-garib-kalyan-rojgar-abhiyan-for-migrant-workers/article31875874.ece
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The present crisis calls for a multi-pronged strategy to tackle the issue of urban jobs. First, given
the scale of urbanisation, the focus on urban employment generation programmes should be in
coordination with local governments; this is key to ‘solving other problems faced by cities. As
these problems are daunting, actors at the local level need to have more resources at their
disposal. Resource mobilisation could be enabled by the formation of local alliances, involving
elected representatives, trade unions, entrepreneurs and community groups’. Second, a major
local initiative would be to design and implement employment-intensive investment policies.
These policies should embrace the initiatives of both private entrepreneurs as well as by the
government. Private investments need to be facilitated by conducive contractual relations
between labour and capital. Enterprise formation needs to be an integral part of the strategy,
with converging interests for workers and entrepreneurs on issues related to technology and
productivity enhancement. Small and micro enterprises, the fulcrum of industrialisation, need
extra support to balance the interests between labour and capital as neither have collective
bargaining powers. The third element, would be to prioritise urban infrastructure as it accounts
for a large share of total investments in the local economy.

However, much of these investments rarely benefit ‘poor urban dwellers as housing, roads,
sewerage and water systems are inadequate for their needs. A labour-intensive approach to
building municipal infrastructure can be a cost-effective alternative to capital intensive-approach
as wage rates are low. Infrastructure investments would spur employment, generate earnings
and contribute to small enterprise formation. Construction of low-cost housing is another activity
that can be carried out using labour-intensive methods, while yielding substantial collateral
benefits for urban dwellers’, as an ILO document establishes. The fourth element could be an
immediate launch of an urban employment scheme oriented toward building large-scale
medical, health and sanitation infrastructure in cities and towns across India. Other immediate
employment generation can be to expand networks of essential services as a part of welfare
interventions of State and local governments. The capacity of our rural economy to absorb
workers who returned from cities is low and the viability of agriculture to provide these workers
with a decent living is questionable. In fact, many of these workers might have left their
traditional work in the farm sector because income from agriculture would be insufficient for their
survival.

Further, under the current circumstances it is not valid to assume that the Mahatma Gandhi
Employment Guarantee Act (MGNREGA) or its substitutes can absorb a significant proportion of
these workers. It is important that MGNREGA be expanded by both increasing the budgetary
allocations and the guaranteed minimum number of days of work. At the same time, it is very
idealistic to conclude that the entirety of the workforce, which has returned to the respective
home States, will be accommodated by an expanded MGNREGA or by a close substitute.
These workers might have chosen not to take up MGNREGA jobs in the first place and instead
opted to migrate and work in other States for higher wages. MGNREGA and rural jobs schemes
have to be strengthened and their capacity increased, but only a portion of the workforce might
be accommodated in it. There will still be a large number of workers who need to be provided
with alternative sources of employment, and generating decent urban jobs looks to be the only
way out.

M. Suresh Babu is Professor and Sai Chandan Kottu is pursuing development studies,
respectively, at the Department of Humanities and Social Sciences, IIT Madras. The views
expressed are personal
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THE INSOLVENCY AND BANKRUPTCY CODE
(AMENDMENT) ORDINANCE, 2020

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

Highlights of the Ordinance

The Insolvency and Bankruptcy Code allows a corporate debtor as well as its creditors to
initiate an insolvency resolution process.  The Ordinance prohibits the initiation of insolvency
proceedings for defaults arising during the six months from March 25, 2020 (extendable up
to one year).  
 

●

A director or a partner may be held liable if despite knowing that insolvency proceedings
cannot be avoided, he did not exercise due diligence in minimising the potential loss to the
creditors.  The Ordinance removes this provision for defaults in the above period.

●

Key Issues and Analysis

The suspension of the insolvency resolution process raises several issues.  First, it prohibits
resolution even in cases where that may be the best way to preserve the value of assets.
 Second, it removes the option of a debtor to avail of the insolvency process for
restructuring.  Third, it is unclear why insolvency proceedings against specified defaults
have been prohibited forever.

●

It may be questioned whether a personal guarantor to a corporate debtor should undergo
insolvency proceedings for defaults for which insolvency proceedings are not allowed
against the debtor

●

PART A: HIGHLIGHTS OF THE ORDINANCE

Context

The Insolvency and Bankruptcy Code, 2016 provides a time-bound process to resolve
insolvency among companies and individuals.   Insolvency is a situation where an individual or
company is unable to repay their outstanding debt.  In light of the COVID-19 crisis, the World
Bank identified two key challenges for an insolvency framework: (i) need to prevent otherwise
viable firms from prematurely being pushed into insolvency and (ii) increase in the number of
firms that will not survive the crisis without resolution of insolvency.[1]  In India, the threshold of
default for initiation of insolvency proceedings was raised from one lakh rupees to one crore
rupees.[2]  Further, regulations were amended to provide that the lockdown period will not be
counted in the timeline for ongoing proceedings for certain activities.[3]  In this context, the
Insolvency and Bankruptcy Code (Amendment) Ordinance, 2020 was promulgated on June 5,
2020.[4]   The Ordinance notes that COVID-19 has created uncertainty and stress for
businesses for reasons beyond their control and it is difficult to find an adequate number of
resolution applicants to rescue the corporate debtor who may default in discharging their debt.4 

Key Features

/vef/load/209ebbb5c93cfc428e46cfb17623efa8?width=640&height=365
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Prohibition on the initiation of insolvency proceedings for certain defaults:  The Code
allows the corporate debtor as well as its creditors to initiate insolvency resolution
process.  The Ordinance provides that for defaults arising during the six months from
March 25, 2020 (extendable up to one year), no insolvency proceedings can ever be
initiated by either the corporate debtor or its creditors.
 

●

Liability for wrongful trading:  A director or a partner of the corporate debtor may be
held liable to make personal contributions to the assets of the company in certain
situations.   This liability will occur if despite knowing that the insolvency
proceedings cannot be avoided, the person did not exercise due diligence in
minimising the potential loss to the creditors.   The resolution professional may apply
to the NCLT to hold such persons liable.  The Ordinance prohibits the resolution
professional from filing such an application in relation to the defaults for which
insolvency proceedings have been prohibited.

●

PART B: KEY ISSUES AND ANALYSIS

Bar on the initiation of insolvency resolution process for certain defaults

The Insolvency and Bankruptcy Code, 2016 (IBC) allows the corporate debtor as well as its
creditors to initiate the insolvency resolution process.  The Ordinance provides that for defaults
arising during the six months (extendable up to one year) from March 25, 2020, no insolvency
proceedings can ever be initiated by either the corporate debtor himself or any of its creditors.
 We discuss some related issues below. 

Need for the complete suspension of the corporate insolvency resolution process

The Ordinance prohibits initiation of insolvency proceedings against defaults arising during the
specified period.  This raises the question whether a complete suspension is required.  On one
hand, there is a need to safeguard companies, which were viable before the pandemic and
whose insolvency is temporary, from being prematurely pushed into insolvency.1  On the other
hand, a complete suspension of insolvency proceedings may take away a distressed company’s
opportunity to seek recourse under the IBC framework.  For certain companies, the deferral of
insolvency proceedings may lead to further deepening of their financial stress and the resultant
loss in value.  

The Ordinance also states that it is difficult to find an adequate number of resolution applicants
during this period.4  This may increase the risk of liquidation of a company which could have
been rescued by sale as a going concern in a normal situation.  However, another possible
outcome of an insolvency resolution process is debt restructuring where debt obligations are
reorganised to resolve insolvency, but the company is not sold to a third-party buyer.   In United
Kingdom, for instance, the insolvency law was amended in June 2020 to provide certain new
types of restructuring options for companies facing financial difficulty.[5]

Further, it raises a question whether all defaults during the specified period need to be treated in
the same manner.  There may be defaults which were not induced due to COVID-19 related
disruptions but are a result of distress in companies before the pandemic.  That said, whether a
default is induced by COVID-19 or not will be subject to interpretation and may lead to disputes
which can result in increased litigation.

Corporate debtor is prohibited from initiating insolvency proceedings
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The Ordinance prohibits the initiation of insolvency proceedings by the corporate debtor.  The
question is whether the corporate debtor should be prohibited from initiating insolvency
proceedings.  The corporate debtor may be better placed to assess whether the recourse under
the insolvency framework is warranted.  A voluntary and timely initiation of insolvency
proceedings by an insolvent debtor could maximise the benefits for the debtor as well as
creditors.  Note that in countries such as Spain, Germany, and France, while creditor-initiated
insolvency proceedings were restricted and the duty of the debtor to file for insolvency were
relaxed, voluntary insolvency proceedings by the debtor have been allowed.1,[6]

Insolvency proceedings against the specified defaults are prohibited forever

The Ordinance states that no insolvency proceedings can ever be initiated against defaults
occurring during the specified period.   This could result in a scenario where creditors are unable
to hold the company liable for these defaults even after the company’s ability to repay has been
restored.  It is unclear why a debtor should be protected from the liability for these defaults even
after its temporary adverse situation has been resolved.

Initiation of insolvency proceedings against the personal guarantor to a corporate debtor

Under the Code, insolvency proceedings can be initiated against the personal guarantor of a
corporate debtor.[7]  This is an individual who provides a guarantee for the debt of a corporate
debtor.   While the Ordinance prohibits insolvency proceedings against the corporate debtor for
the defaults occurring during the specified period, it does not disallow such action against the
personal guarantor.  The question is whether the personal guarantor should be held liable for
defaults for which the original debtor’s liability itself has been relaxed.

 
[1].  COVID-19 Outbreak: Implications on Corporate and Individual Insolvency, World Bank, April
13, 2020.

[2].  “Aatma Nirbhar Bharat Package – Progress So Far”, Press Information Bureau, Ministry of
Finance, July 12, 2020.

[3].  “IBBI amends CIRP Regulations to provide relief in corporate insolvency resolution process
due to COVID-19 outbreak”, Press Information Bureau, Ministry of Corporate Affairs, March 30,
2020.

[4].  The Insolvency and Bankruptcy Code (Amendment) Ordinance, 2020.

[5].  The Corporate Insolvency and Governance Act 2020, United Kingdom.

[6]. “COVID-19: An international guide to changes in insolvency law”, DLA Piper, June 22, 2020.

[7].  The Insolvency and Bankruptcy (Application to Adjudicating Authority for Insolvency
Resolution Process for Personal Guarantors to Corporate Debtors) Rules, 2019.
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THE BANKING REGULATION (AMENDMENT) BILL, 2020
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

The Banking Regulation (Amendment) Bill, 2020 was introduced in Lok Sabha on
September 14, 2020.  The Bill amends the Banking Regulation Act, 1949.  The Act
regulates the functioning of banks and provides details on various aspects such as
licensing, management, and operations of banks.  The Bill replaces the Banking Regulation
(Amendment) Ordinance, 2020 promulgated on June 26, 2020. 

●

Exclusions:  The Act does not apply to certain co-operative societies such as primary
agricultural credit societies and co-operative land mortgage banks.  The Bill amends
this to state that the Act will not apply to: (i) primary agricultural credit societies and
(ii) co-operative societies whose principal business is long term financing for
agricultural development.  Further, these societies must not use the words ‘bank’,
‘banker’ or ‘banking’ in their name or in connection with their business, or act as an
entity that clears cheques.
 

●

Power to make a scheme for reconstruction or amalgamation without imposing
moratorium:  Under the Act, RBI may, after placing a bank under moratorium, prepare
a scheme for reconstruction or amalgamation of the bank to secure its proper
management, or in the interest of depositors, general public or the banking system. 
Banks placed under moratorium do not face any legal action for up to six months. 
Further, banks cannot make any payment or discharge any liabilities during the
moratorium.  
 

●

The Bill allows RBI to initiate a scheme for reconstruction or amalgamation without imposing
a moratorium.  If a moratorium is imposed, in addition to the existing restrictions, the Bill
adds that banks cannot grant any loans or make investments in any credit instruments
during the moratorium. 
 

●

Issuance of shares and securities by co-operative banks:  The Bill provides that a co-
operative bank may issue equity, preference, or special shares on face value or at a
premium to its members or to any other person residing within its area of operation. 
Further, it may issue unsecured debentures or bonds or similar securities with
maturity of ten or more years to such persons.  Such issuance will be subject to the
prior approval of the RBI, and any other conditions as may be specified by RBI.  
 

●

The Bill states that no person will be entitled to demand payment towards surrender of
shares issued to him by a co-operative bank.  Further a co-operative bank cannot withdraw
or reduce its share capital, except as specified by the RBI.
 

●

Qualifications for management: The Bill applies certain provisions of the Act to co-
operative banks in relation its management.  Under the Bill, co-operative banks
cannot employ as Chairman, someone who is insolvent or has been convicted of a
crime involving moral turpitude, among other restrictions.  RBI may remove the
Chairman if he is not fit and proper and appoint a suitable person if the bank does not
do so.

●
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Further, the Board of Directors must have at least 51% of members with special knowledge
or experience in areas such as accountancy, banking, economics or law.  RBI may direct a
bank to reconstitute its Board if it does not conform to the requirements.  If the bank does
not comply, RBI may remove individual directors and appoint suitable persons.
 

●

Power to exempt cooperative banks: The Bill states that RBI may exempt a
cooperative bank or a class of cooperative banks from certain provisions of the Act
through notification.  These provisions relate to restrictions of certain types of
employment, qualifications of the Board of Directors and, appointment of a
chairman.  The time period and conditions for the exemption will be specified by RBI.
 

●

Supersession of Board of Directors:  The Act states that RBI may supersede the
Board of Directors of a multi-state co-operative bank for up to five years under
certain conditions.  These conditions include cases where it is in the public interest
for RBI to supersede the Board, and to protect depositors.  The Bill adds that in case
of a co-operative bank registered with the Registrar of Co-operative Societies of a
state, RBI may supersede the Board of Directors after consultation with the
concerned state government, seeking their comments within such period as specified
by it.
 

●

Certain provisions omitted:  The Bill omits certain provisions from the Act.  One of
them relates to a restriction on a co-operative bank from making loans or advances
on the security of its own shares.  Further, it prohibits the grant of unsecured loans
or advances to its directors, and to private companies where the bank’s directors or
chairman is an interested party.  The Act also specifies conditions when unsecured
loans or advances may be granted and specifies the manner in which the loans may
be reported to RBI.  The Bill omits this provision from the Act.   

●

 

DISCLAIMER: This document is being furnished to you for your information.  You may choose to reproduce or
redistribute this report for non-commercial purposes in part or in full to any other person with due
acknowledgment of PRS Legislative Research (“PRS”).  The opinions expressed herein are entirely those of
the author(s).  PRS makes every effort to use reliable and comprehensive information, but PRS does not
represent that the contents of the report are accurate or complete.  PRS is an independent, not-for-profit
group.  This document has been prepared without regard to the objectives or opinions of those who may
receive it.
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Source : www.pib.gov.in Date : 2020-09-15

FDI IN DEFENCE SECTOR
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign Capital, Foreign Trade

& BOP

In May, 2001, the Defence Industry sector, which was hitherto reserved for the public sector,
was opened up to 100% for Indian private sector participation, with Foreign Direct Investment
(FDI) up to 26% both subject to licensing. Further,  Department for Promotion of Industry and
Internal Trade, Ministry of Commerce & Industry vide Press Note No. 5 (2016 Series), allowed
FDI under automatic route upto 49% and above 49% through government route wherever it was
likely to result in access to modern technology or for other reasons to be recorded. Further, FDI
in defence industry sector is subject to industrial license under Industries (Development &
Regulation) Act, 1951 and manufacturing of small arms and ammunition under the Arms Act,
1959. As per the data furnished by 80 companies in Defence and Aerospace sector, FDI inflows
of over Rs 3454 crore have been reported so far (i.e. till June, 2020) in Defence and Aerospace
sectors. Further, out of this, FDI inflows of over Rs 2133 crore have been reported in Defence
and Aerospace sector from financial year 2014-15 onwards. 

Government has brought in significant reforms to promote FDI in Defence sector in the country,
to complement and supplement the domestic investment. Through FDI, domestic companies are
benefited by way of enhanced access to supplementary capital and state-of-art-technologies,
and also exposure to global managerial practices resulting in employment generation and
accelerated growth of the sector. Review of FDI policy is an ongoing process and changes are
made in the FDI policy regime, from time to time, to ensure that India remains an attractive
investment destination.

The Government of India in May 2020 has announced that the FDI limit in Defence Production
will be raised to 74% from existing 49% under Automatic Route as part of the reform in defence
sector to boost self-reliance. It has been proposed to enhance the FDI in Defence Sector up to
74% through the Automatic Route for companies seeking new defence industrial license and up
to 100% by Government Route wherever it is likely to result in access to modern technology or
for other reasons to be recorded. The obligatory government approval for existing FDI approval
holders / current defence licensees for change in equity /shareholding pattern up to 49%  FDI
has been proposed to be replaced with mandatory declaration for the same within 30 days of
change of equity / shareholding pattern. The proposals for raising FDI beyond 49% from such
companies could be considered with Government approval. This is being notified by Ministry of
Commerce & Industry.

The Government has taken the following policy initiatives to promote ‘Make in India’ in defence
sector: -

·        A new category of capital procurement ‘Buy {Indian-IDDM (Indigenously
Designed, Developed and Manufactured)}’ has been introduced in Defence
Procurement Procedure (DPP)-2016 to promote indigenous design and development
of defence equipment. It has been accorded top most priority for procurement of
capital equipment.

·        The ‘Make’ Procedure of capital procurement has been simplified. There is a
provision for funding of 90% of development cost by the Government to Indian
industry under Make-I category. In addition, there are specific reservations for MSMEs
under the ‘Make’ procedure.
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·        Separate procedure for ‘Make-II’ category (Industry funded) has been notified
under DPP to encourage indigenous development and manufacture of defence
equipment. Number of industry friendly provisions such as relaxation of eligibility
criterion, minimal documentation, provision for considering proposals suggested by
industry/individual etc. have been introduced in this procedure. So far, 49 projects
relating to Army, Navy & Air Force, have been accorded ‘Approval in Principle’, out of
which 9 projects have already been issued Project Sanction Order for prototype
development.

·        Under ‘Atmanirbhar Bharat’ campaign of Govt of India, Ministry of Defence
(MoD) has prepared a list of 101 items for which there would be an embargo on the
import beyond the timeline indicated against them. This would offer a great
opportunity to the Indian defence industry to manufacture these items using their own
design and development capabilities to meet the requirements of the Armed Forces in
the coming years. This list includes some high technology weapon systems like
artillery guns, assault rifles, corvettes, sonar systems, transport aircrafts, light combat
helicopters (LCHs), radars and many other items to fulfil the needs of our Defence
Services.

·        An innovation ecosystem for Defence titled Innovations for Defence Excellence
(iDEX) has been launched in April 2018. iDEX is aimed at creation of an ecosystem to
foster innovation and technology development in Defence and Aerospace by engaging
Industries including MSMEs, Start-ups, Individual Innovators, R&D institutes and
Academia and provide them grants/funding and other support to carry out R&D which
has potential for future adoption for Indian defence and aerospace needs. Under the
iDEX scheme, a maximum of Rs 1.5 crore funding is available to a participant for
development of a prototype. More than 700 start-ups participated in 18 problem
statements pertaining to National Defence requirements, launched under 3 rounds of
Defence India Start-up Challenges (DISC). 58 winners were announced after rigorous
evaluation of applications by the High-Powered Selection Committees. Contracts have
already been signed with several winners followed by release of first tranches and
second tranche is also being released for some cases for prototype/ technology
development.

·        Government has notified the ‘Strategic Partnership (SP)’ Model in May 2017,
which envisages establishment of long-term strategic partnerships with Indian entities
through a transparent and competitive process, wherein they would tie up with global
Original Equipment Manufacturers (OEMs) to seek technology transfers to set up
domestic manufacturing infrastructure and supply chains.

·        Government has notified a ‘Policy for indigenisation of components and spares
used in Defence Platforms’ in March 2019 with the objective to create an industry
ecosystem which is able to indigenize the imported components (including alloys &
special materials) and sub-assemblies for defence equipment and platform
manufactured in India.

·        An Inter-Governmental Agreement (IGA) on “Mutual Cooperation in Joint
Manufacturing of Spares, Components, Aggregates and other material related to
Russian/Soviet Origin Arms and Defence Equipment” was signed during the
20th India-Russia Bilateral Summit in Sep 2019. The objective of the IGA is to
enhance the After Sales Support and operational availability of Russian origin
equipment currently in service in Indian Armed Forces by organizing production of
spares and components in the territory of India by Indian Industry by way of creation
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of Joint Ventures/Partnership with Russian Original Equipment Manufacturers (OEMs)
under the framework of the “Make in India” initiative.

·        In Feb 2018, Government decided to establish two defence industrial corridors
to serve as an engine of economic development and growth of defence industrial base
in the country. They span across Chennai, Hosur, Coimbatore, Salem and
Tiruchirappalli in Tamil Nadu and across Aligarh, Agra, Jhansi, Kanpur, Chitrakoot and
Lucknow in Uttar Pradesh (UP).

·        Offset guidelines have been made flexible by allowing change of Indian Offset
Partners (IOPs) and offset components, even in signed contracts.  Foreign Original
Equipment Manufacturers (OEMs) are now allowed to provide the details of IOPs and
products after signing of contracts. In order to bring more transparency and efficiency
into the Offset discharge process, “Offset portal” has been created in May 2019.

·        Defence Investor Cell has been created in Feb-2018 the Ministry to provide all
necessary information including addressing queries related to investment
opportunities, procedures and regulatory requirements for investment in the sector.

·        Defence Products list requiring Industrial Licences has been rationalised and
manufacture of most of parts or components does not require Industrial License. The
initial validity of the Industrial Licence granted under the IDR Act has been increased
from 03 years to 15 years with a provision to further extend it by 03 years on a case-
to-case basis.

·        Under the latest Public Procurement Order 2017, Department of Defence
Production has notified list of 24 items for which there is local capacity and completion
and procurement of these items shall be done from local suppliers only irrespective of
the purchase value.

 This information was given by Raksha Rajya Mantri Shri Shripad Naik in a written reply to Shri
P Bhattacharya in Rajya Sabha today. 

ABB/Nampi/KA/DK

 

In May, 2001, the Defence Industry sector, which was hitherto reserved for the public sector,
was opened up to 100% for Indian private sector participation, with Foreign Direct Investment
(FDI) up to 26% both subject to licensing. Further,  Department for Promotion of Industry and
Internal Trade, Ministry of Commerce & Industry vide Press Note No. 5 (2016 Series), allowed
FDI under automatic route upto 49% and above 49% through government route wherever it was
likely to result in access to modern technology or for other reasons to be recorded. Further, FDI
in defence industry sector is subject to industrial license under Industries (Development &
Regulation) Act, 1951 and manufacturing of small arms and ammunition under the Arms Act,
1959. As per the data furnished by 80 companies in Defence and Aerospace sector, FDI inflows
of over Rs 3454 crore have been reported so far (i.e. till June, 2020) in Defence and Aerospace
sectors. Further, out of this, FDI inflows of over Rs 2133 crore have been reported in Defence
and Aerospace sector from financial year 2014-15 onwards. 

Government has brought in significant reforms to promote FDI in Defence sector in the country,
to complement and supplement the domestic investment. Through FDI, domestic companies are
benefited by way of enhanced access to supplementary capital and state-of-art-technologies,
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and also exposure to global managerial practices resulting in employment generation and
accelerated growth of the sector. Review of FDI policy is an ongoing process and changes are
made in the FDI policy regime, from time to time, to ensure that India remains an attractive
investment destination.

The Government of India in May 2020 has announced that the FDI limit in Defence Production
will be raised to 74% from existing 49% under Automatic Route as part of the reform in defence
sector to boost self-reliance. It has been proposed to enhance the FDI in Defence Sector up to
74% through the Automatic Route for companies seeking new defence industrial license and up
to 100% by Government Route wherever it is likely to result in access to modern technology or
for other reasons to be recorded. The obligatory government approval for existing FDI approval
holders / current defence licensees for change in equity /shareholding pattern up to 49%  FDI
has been proposed to be replaced with mandatory declaration for the same within 30 days of
change of equity / shareholding pattern. The proposals for raising FDI beyond 49% from such
companies could be considered with Government approval. This is being notified by Ministry of
Commerce & Industry.

The Government has taken the following policy initiatives to promote ‘Make in India’ in defence
sector: -

·        A new category of capital procurement ‘Buy {Indian-IDDM (Indigenously
Designed, Developed and Manufactured)}’ has been introduced in Defence
Procurement Procedure (DPP)-2016 to promote indigenous design and development
of defence equipment. It has been accorded top most priority for procurement of
capital equipment.

·        The ‘Make’ Procedure of capital procurement has been simplified. There is a
provision for funding of 90% of development cost by the Government to Indian
industry under Make-I category. In addition, there are specific reservations for MSMEs
under the ‘Make’ procedure.

·        Separate procedure for ‘Make-II’ category (Industry funded) has been notified
under DPP to encourage indigenous development and manufacture of defence
equipment. Number of industry friendly provisions such as relaxation of eligibility
criterion, minimal documentation, provision for considering proposals suggested by
industry/individual etc. have been introduced in this procedure. So far, 49 projects
relating to Army, Navy & Air Force, have been accorded ‘Approval in Principle’, out of
which 9 projects have already been issued Project Sanction Order for prototype
development.

·        Under ‘Atmanirbhar Bharat’ campaign of Govt of India, Ministry of Defence
(MoD) has prepared a list of 101 items for which there would be an embargo on the
import beyond the timeline indicated against them. This would offer a great
opportunity to the Indian defence industry to manufacture these items using their own
design and development capabilities to meet the requirements of the Armed Forces in
the coming years. This list includes some high technology weapon systems like
artillery guns, assault rifles, corvettes, sonar systems, transport aircrafts, light combat
helicopters (LCHs), radars and many other items to fulfil the needs of our Defence
Services.

·        An innovation ecosystem for Defence titled Innovations for Defence Excellence
(iDEX) has been launched in April 2018. iDEX is aimed at creation of an ecosystem to
foster innovation and technology development in Defence and Aerospace by engaging
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Industries including MSMEs, Start-ups, Individual Innovators, R&D institutes and
Academia and provide them grants/funding and other support to carry out R&D which
has potential for future adoption for Indian defence and aerospace needs. Under the
iDEX scheme, a maximum of Rs 1.5 crore funding is available to a participant for
development of a prototype. More than 700 start-ups participated in 18 problem
statements pertaining to National Defence requirements, launched under 3 rounds of
Defence India Start-up Challenges (DISC). 58 winners were announced after rigorous
evaluation of applications by the High-Powered Selection Committees. Contracts have
already been signed with several winners followed by release of first tranches and
second tranche is also being released for some cases for prototype/ technology
development.

·        Government has notified the ‘Strategic Partnership (SP)’ Model in May 2017,
which envisages establishment of long-term strategic partnerships with Indian entities
through a transparent and competitive process, wherein they would tie up with global
Original Equipment Manufacturers (OEMs) to seek technology transfers to set up
domestic manufacturing infrastructure and supply chains.

·        Government has notified a ‘Policy for indigenisation of components and spares
used in Defence Platforms’ in March 2019 with the objective to create an industry
ecosystem which is able to indigenize the imported components (including alloys &
special materials) and sub-assemblies for defence equipment and platform
manufactured in India.

·        An Inter-Governmental Agreement (IGA) on “Mutual Cooperation in Joint
Manufacturing of Spares, Components, Aggregates and other material related to
Russian/Soviet Origin Arms and Defence Equipment” was signed during the
20th India-Russia Bilateral Summit in Sep 2019. The objective of the IGA is to
enhance the After Sales Support and operational availability of Russian origin
equipment currently in service in Indian Armed Forces by organizing production of
spares and components in the territory of India by Indian Industry by way of creation
of Joint Ventures/Partnership with Russian Original Equipment Manufacturers (OEMs)
under the framework of the “Make in India” initiative.

·        In Feb 2018, Government decided to establish two defence industrial corridors
to serve as an engine of economic development and growth of defence industrial base
in the country. They span across Chennai, Hosur, Coimbatore, Salem and
Tiruchirappalli in Tamil Nadu and across Aligarh, Agra, Jhansi, Kanpur, Chitrakoot and
Lucknow in Uttar Pradesh (UP).

·        Offset guidelines have been made flexible by allowing change of Indian Offset
Partners (IOPs) and offset components, even in signed contracts.  Foreign Original
Equipment Manufacturers (OEMs) are now allowed to provide the details of IOPs and
products after signing of contracts. In order to bring more transparency and efficiency
into the Offset discharge process, “Offset portal” has been created in May 2019.

·        Defence Investor Cell has been created in Feb-2018 the Ministry to provide all
necessary information including addressing queries related to investment
opportunities, procedures and regulatory requirements for investment in the sector.

·        Defence Products list requiring Industrial Licences has been rationalised and
manufacture of most of parts or components does not require Industrial License. The
initial validity of the Industrial Licence granted under the IDR Act has been increased
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from 03 years to 15 years with a provision to further extend it by 03 years on a case-
to-case basis.

·        Under the latest Public Procurement Order 2017, Department of Defence
Production has notified list of 24 items for which there is local capacity and completion
and procurement of these items shall be done from local suppliers only irrespective of
the purchase value.

 This information was given by Raksha Rajya Mantri Shri Shripad Naik in a written reply to Shri
P Bhattacharya in Rajya Sabha today. 

ABB/Nampi/KA/DK
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Source : www.pib.gov.in Date : 2020-09-15

GOVERNMENT INITIATIVES FOR STEEL INDUSTRY
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

incl. MSMEs and PSUs

The steps taken by the Indian steel industry for introduction of digital and analytics in the steel
making processes include the following initiatives:-

 

 

The Ministry of Steel scheme for “Promotion of Research & Development in Iron & Steel Sector”
provides for grant of financial assistance to various institutions including CSIR laboratories and
academic institutions for carrying out research in the iron & steel sector including environmental
issues like utilisation of wastes, improvement in energy efficiency and reduction in GHG
emission. Indian steel industry has also been taking measures to address the energy and
environment issues in Steel plants through adoption of energy efficient and environment friendly
technologies as part of technological up-gradation/ modernisation/expansion projects.

Stakeholder consultation with experts from the industry, research labs and academic institutions
is integral part of the R&D Scheme of Ministry of Steel to utilise their domain knowledge while
considering the R&D initiatives to address the technological challenges in the iron & steel sector.

This information was given by the Union Minister for Steel Shri Dharmendra Pradhan in a written
reply in the Lok Sabha today.

*****

YKB/TFK

The steps taken by the Indian steel industry for introduction of digital and analytics in the steel
making processes include the following initiatives:-

 

 

The Ministry of Steel scheme for “Promotion of Research & Development in Iron & Steel Sector”
provides for grant of financial assistance to various institutions including CSIR laboratories and
academic institutions for carrying out research in the iron & steel sector including environmental
issues like utilisation of wastes, improvement in energy efficiency and reduction in GHG
emission. Indian steel industry has also been taking measures to address the energy and
environment issues in Steel plants through adoption of energy efficient and environment friendly
technologies as part of technological up-gradation/ modernisation/expansion projects.

Stakeholder consultation with experts from the industry, research labs and academic institutions
is integral part of the R&D Scheme of Ministry of Steel to utilise their domain knowledge while
considering the R&D initiatives to address the technological challenges in the iron & steel sector.

This information was given by the Union Minister for Steel Shri Dharmendra Pradhan in a written
reply in the Lok Sabha today.
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Source : www.livemint.com Date : 2020-09-16

FINANCE MINISTER INTRODUCES BANKING
REGULATION (AMENDMENT) BILL IN LOK SABHA

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

With the amendments, RBI will be able undertake a scheme of amalgamation of a bank without
placing it under moratorium

NEW DELHI: Finance minister Nirmala Sitharaman on Monday introduced Banking Regulation
(Amendment) Bill, 2020 in the Lok Sabha. The law seeks to protect the interest of the depositors
by bringing co-operative banks under the regulatory framework of Reserve Bank of India (RBI).

With the amendments, RBI will be able undertake a scheme of amalgamation of a bank without
placing it under moratorium. Earlier, if a bank was placed under moratorium, it not only limited
withdrawals by depositors, but also disrupted a bank’s lending operations.

“Further amendments were proposed to be made in section 45 of the Act to enable the Reserve
Bank of India to make a scheme to protect the interests of the public, the banking system,
depositors or to secure the banking company's proper management, without first making an
order of moratorium so as to avoid disruptions in the financial system," according to the
statement of objects and reasons mentioned in the bill introduced in the Lok Sabha.

According to the bill, the central bank’s banking regulations will be applicable to cooperative
banks as well, which is expected to enhance the oversight of the co-operative banking sector
which has seen many scandals in the past. Cooperative banks have been under the dual control
of cooperative societies as well as RBI.

However, the changes will not affect the existing powers of the state registrars of co-operative
societies under state laws. Nor will the changes apply to primary farm credit societies or
cooperative societies, the main business of which is long-term finance for agricultural
development.

With the amendment, cooperative banks will be allowed to raise money via public issue and
private placement, of equity or preference shares as well as unsecured debentures, with the
central’s bank’s nod. Currently, access to capital for cooperative banks is limited.

In June, the union cabinet on approved the ordinance to bring 1,482 urban and 58 multi-state
cooperative banks under the supervision of the RBI to strengthen oversight of the lenders, boost
depositors’ confidence and prevent a Punjab and Maharashtra Cooperative (PMC) Bank-like
fraud.

The government’s move follows the collapse of PMC Bank, which had allegedly created fictitious
accounts to hide over 4,355 crore of loans extended to the now bankrupt Housing Development
and Infrastructure Ltd (HDIL). The fraud, which was discovered by RBI in September, 2019
trapped millions of depositors.

In March, finance minister Nirmala Sitharaman tabled in the Lok Sabha the amendments to the
Banking Regulation Act, 1949. However, due to the outbreak of the covid-19, the Parliament
could not approve the changes. Thereafter, on June 26, an ordinance was promulgated.

“As the economic situation arising from the covid-19 pandemic had increased the stress in both
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co-operative banks and banking companies, there was an immediate need for legislation in this
regard. As Parliament was not in session, the Banking Regulation (Amendment) Ordinance,
2020 was promulgated by the President of India," the bill said. The Banking Regulation
(Amendment) Bill, 2020 seeks to replace the Banking Regulation (Amendment) Ordinance,
2020.

Click here to read the Mint ePapermint is now on Telegram. Join mint channel in your Telegram
and stay updated

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

Your session has expired, please login again.

You are now subscribed to our newsletters. In case you can’t find any email from our side,
please check the spam folder.
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Source : www.prsindia.org Date : 2020-09-16

THE FARMERS' PRODUCE TRADE AND COMMERCE
(PROMOTION AND FACILITATION) BILL, 2020

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

NOTE: This Bill replaces the Farmers’ Produce Trade and Commerce (Promotion and
Facilitation) Ordinance, 2020 . Therefore please refer to our legislative brief on the Agriculture
Ordinances, 2020.

Highlights of the Ordinance

The Farmers’ Produce Trade and Commerce (Promotion and Facilitation) Ordinance, 2020
allows intra-state and inter-state trade of farmers’ produce beyond the physical premises of
APMC markets.  State governments are prohibited from levying any market fee, cess or levy
outside APMC areas. 
 

●

The Farmers Agreement Ordinance creates a framework for contract farming through an
agreement between a farmer and a buyer prior to the production or rearing of any farm
produce.  It provides for a three-level dispute settlement mechanism: the conciliation board,
Sub-Divisional Magistrate and Appellate Authority.
 

●

The Essential Commodities (Amendment) Ordinance, 2020 allows the central government
to regulate the supply of certain food items only under extraordinary circumstances (such as
war and famine).  Stock limits may be imposed on agricultural produce only if there is a
steep price rise. 

●

Key Issues and Analysis

The three Ordinances aim to increase the availability of buyers for farmers’ produce, by
allowing them to trade freely without any license or stock limit, so that an increase in
competition among them results in better prices for farmers.  While the Ordinances aim to
liberalise trade and increase the number of buyers, de-regulation alone may not be
sufficient to attract more buyers.
 

●

The Standing Committee on Agriculture (2018-19) noted that availability of a transparent,
easily accessible, and efficient marketing platform is a pre-requisite to ensure remunerative
prices for farmers.  Most farmers lack access to government procurement facilities and
APMC markets.  It noted that small rural markets can emerge as a viable alternative for
agricultural marketing if they are provided with adequate infrastructure facilities.  
 

●

The Standing Committee also recommended that the Gramin Agricultural Markets scheme
(which aims to improve infrastructure and civic facilities in 22,000 Gramin Haats across the
country) should be made a fully funded central scheme and scaled to ensure presence of a
Haat in each panchayat of the country.

●

PART A: HIGHLIGHTS OF THE ORDINANCE

Context
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Agricultural markets in India are mainly regulated by state Agriculture Produce Marketing
Committee (APMC) laws.  APMCs were set up with the objective of ensuring fair trade between
buyers and sellers for effective price discovery of farmers’ produce.[1]  APMCs can: (i) regulate
the trade of farmers’ produce by providing licenses to buyers, commission agents, and private
markets, (ii) levy market fees or any other charges on such trade, and (iii) provide necessary
infrastructure within their markets to facilitate the trade.

The Standing Committee on Agriculture (2018-19) observed that the APMC laws are not
implemented in their true sense and need to be reformed urgently.  Issues identified by the
Committee include: (i) most APMCs have a limited number of traders operating, which leads to
cartelization and reduces competition, and (ii) undue deductions in the form of commission
charges and market fees.13  Traders, commission agents, and other functionaries organise
themselves into associations, which do not allow easy entry of new persons into market yards,
stifling competition.[2]  The Acts are highly restrictive in promotion of multiple channels of
marketing (such as more buyers, private markets, direct sale to businesses and retail
consumers, and online transactions) and competition in the system.13 

During 2017-18, the central government released the model APMC and contract farming Acts to
allow restriction-free trade of farmers’ produce, promote competition through multiple marketing
channels, and promote farming under pre-agreed contracts.[3],[4]  The Standing Committee
(2018-19) noted that states have not implemented several of the reforms suggested in the model
Acts.13  It recommended that the central government constitute a Committee of Agriculture
Ministers of all states to arrive at a consensus and design a legal framework for agricultural
marketing.  A High Powered Committee of seven Chief Ministers was set up in July 2019 to
discuss, among other things: (i) adoption and time-bound implementation of model Acts by
states, and (ii) changes to the Essential Commodities Act, 1955 (which provides for control of
production, supply, and trade of essential commodities) for attracting private investment in
agricultural marketing and infrastructure.[5]

The central government promulgated three Ordinances on June 5, 2020: (i) the Farmers’
Produce Trade and Commerce (Promotion and Facilitation) Ordinance, 2020, (ii) the Farmers
(Empowerment and Protection) Agreement on Price Assurance and Farm Services Ordinance,
2020, and (iii) the Essential Commodities (Amendment) Ordinance, 2020.[6],[7],[8]   The
Ordinances collectively seek to (i) facilitate barrier-free trade of farmers’ produce outside the
markets notified under the various state APMC laws, (ii) define a framework for contract farming,
and (iii) impose stock limits on agricultural produce only if there is a sharp increase in retail
prices.  The three Ordinances together aim to increase opportunities for farmers to enter long
term sale contracts, increase availability of buyers, and permits buyers to purchase farm
produce in bulk.

 

Key Features

The Farmers’ Produce Trade and Commerce (Promotion and Facilitation) Ordinance, 2020

Trade of farmers’ produce: The Ordinance allows intra-state and inter-state trade of
farmers’ produce outside: (i) the physical premises of market yards run by market
committees formed under the state APMC Acts and (ii) other markets notified under
the state APMC Acts.  Such trade can be conducted in an ‘outside trade area’, i.e.,
any place of production, collection, and aggregation of farmers’ produce including:
(i) farm gates, (ii) factory premises, (iii) warehouses, (iv) silos, and (v) cold storages.

■
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Electronic trading: The Ordinance permits the electronic trading of scheduled
farmers’ produce (agricultural produce regulated under any state APMC Act) in the
specified trade area.  An electronic trading and transaction platform may be set up to
facilitate the direct and online buying and selling of such produce through electronic
devices and internet.  The following entities may establish and operate such
platforms: (i) companies, partnership firms, or registered societies, having
permanent account number under the Income Tax Act, 1961 or any other document
notified by the central government, and (ii) a farmer producer organisation or
agricultural cooperative society.

■

Market fee abolished: The Ordinance prohibits state governments from levying any
market fee, cess or levy on farmers, traders, and electronic trading platforms for
trade of farmers’ produce conducted in an ‘outside trade area’.

■

The Farmers (Empowerment and Protection) Agreement on Price Assurance and Farm
Services Ordinance, 2020

Farming agreement: The Ordinance provides for a farming agreement between a
farmer and a buyer prior to the production or rearing of any farm produce.  The
minimum period of an agreement will be one crop season, or one production cycle
of livestock.  The maximum period is five years, unless the production cycle is more
than five years.

■

Pricing of farming produce: The price of farming produce should be mentioned in
the agreement.  For prices subjected to variation, a guaranteed price for the produce
and a clear reference for any additional amount above the guaranteed price must be
specified in the agreement.  Further, the process of price determination must be
mentioned in the agreement.

■

Dispute Settlement: A farming agreement must provide for a conciliation board as
well as a conciliation process for settlement of disputes.  The Board should have a
fair and balanced representation of parties to the agreement.  At first, all disputes
must be referred to the board for resolution.  If the dispute remains unresolved by
the Board after thirty days, parties may approach the Sub-divisional Magistrate for
resolution.  Parties will have a right to appeal to an Appellate Authority (presided by
collector or additional collector) against decisions of the Magistrate.  Both the
Magistrate and Appellate Authority will be required to dispose of a dispute within
thirty days from the receipt of application.  The Magistrate or the Appellate Authority
may impose certain penalties on the party contravening the agreement.  However, no
action can be taken against the agricultural land of farmer for recovery of any dues.

■

The Essential Commodities (Amendment) Ordinance, 2020

Regulation of food items: The Essential Commodities Act, 1955 empowers the
central government to designate certain commodities (such as food items, fertilizers,
and petroleum products) as essential commodities.  The central government may
regulate or prohibit the production, supply, distribution, trade, and commerce of
such essential commodities.  The Ordinance provides that the central government
may regulate the supply of certain food items including cereals, pulses, potatoes,
onions, edible oilseeds, and oils, only under extraordinary circumstances.   These

■
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include: (i) war, (ii) famine, (iii) extraordinary price rise and (iv) natural calamity of
grave nature.

Stock limit: The Ordinance requires that imposition of any stock limit on agricultural
produce must be based on price rise.  A stock limit may be imposed only if there is:
(i) a 100% increase in retail price of horticultural produce; and (ii) a 50% increase in
the retail price of non-perishable agricultural food items.   The increase will be
calculated over the price prevailing immediately preceding twelve months, or the
average retail price of the last five years, whichever is lower.

■

 

PART B: KEY ISSUES AND ANALYSIS

Availability of buyers for farmers’ produce and infrastructure

The Trade and Commerce Ordinance provides buyers the freedom to buy farmers’ produce
outside the APMC markets without having any license or paying any fees to APMCs.  The
Contract Farming Ordinance provides a framework for buyers and farmers to enter into a
contract (before a crop season starts) which guarantees farmers a minimum price and buyers an
assured supply.  The third Ordinance amends the Essential Commodities Act to provide that
stock limits for agricultural produce can be imposed only when retail prices increase sharply and
exempts value chain participants and exporters from any stock limit.  The three Ordinances aim
to increase the availability of buyers for farmers’ produce, by allowing them to trade freely
without any license or stock limit, so that an increase in competition among them results in better
prices for farmers.[9]  While the Ordinances aim to liberalise trade and increase the number of
buyers, this may not be sufficient to attract more buyers.

For instance, in 2006, Bihar repealed its APMC Act with a similar objective to attract private
investment in the sector and gave charge of the markets to the concerned sub-divisional officers
in that area.[10]  This resulted in a lack of required marketing infrastructure as the existing
infrastructure eroded over time due to poor upkeep.1,2  In unregulated markets, farmers faced
issues such as high transaction charges and lack of information on prices and arrival of
produce.2  The Committee of State Ministers, constituted in 2010 for agricultural marketing
reforms, observed that complete deregulation of markets did not help in attracting any private
investment.2  It noted that there is a need for an appropriate legal and institutional structure with
a developmental type of regulation to ensure orderly functioning of markets and to attract
investment for infrastructure development.2  The Standing Committee on Agriculture (2018-19)
recommended that the central government should create marketing infrastructure in states
which do not have APMC markets (i.e. Bihar, Kerala, Manipur, and certain union territories).1,[11]

Note that the Ordinances do not repeal the existing APMC laws (as done by Bihar), but limit the
regulation of APMCs to the physical boundaries of the markets under their control.   The
Ordinances may result in increased competition, which may also make APMCs more efficient in
providing cost-effective services for marketing.[12]  Further, for farmers selling their produce
outside the APMC markets, the prices prevailing in APMC markets can serve as a benchmark
price, helping in a better price discovery for farmers.  

Gramin Agriculture Markets: The Standing Committee noted that availability of a
transparent, easily accessible, and efficient marketing platform is a pre-requisite to
ensure remunerative prices for farmers.1  Most farmers lack access to government
procurement facilities and APMC markets.1  Small and marginal farmers (who hold 86% of
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the agricultural landholdings in the country) face various issues in selling their produce
in APMC markets such as inadequate marketable surplus, long-distance to the nearest
APMC markets, and lack of transportation facilities.1  The average area served by an
APMC market is 496 sq. km., much higher than the 80 sq. km. recommended by the
National Commission on Farmers (Chair: Dr. M. S. Swaminathan) in 2006.1  

The Standing Committee (2018-19) noted that Gramin Haats (small rural markets) can emerge
as a viable alternative for agricultural marketing if they are provided with adequate infrastructure
facilities.  It recommended that the Gramin Agricultural Markets scheme (which aims to improve
infrastructure and civic facilities in 22,000 Gramin Haats across the country) should be made a
fully funded central scheme and scaled to ensure presence of a Haat in each panchayat of the
country.  The central government has proposed development of basic infrastructure in Gramin
Haats through the National Rural Employment Guarantee Scheme and of marketing
infrastructure through the Agri-Market Infrastructure Fund.[13]   The Fund will be set up by
NABARD to provide Rs 1,000 crore to states at a concessional interest rate for development of
marketing infrastructure in Gramin Haats.13

 
[1].  Report No. 62, Standing Committee on Agriculture (2018-19): ‘Agriculture Marketing and Role of Weekly Gramin Haats’, Lok
Sabha, January 3, 2019.

[2].  Report of Committee of State Ministers, In-charge of Agriculture Marketing to Promote Reforms, January
2013, https://dmi.gov.in/Documents/stminprreform.pdf.

[3].  Model Agricultural Produce and Livestock Marketing (Promotion and Facilitation) Act, 2017, Ministry of Agriculture and
Farmers’ Welfare, April 2017.

[4].  Model Agricultural Produce and Livestock Contract Farming (Promotion and Facilitation) Act, 2018, Ministry of Agriculture
and Farmers’ Welfare, December 2017. 

[5].  “High Powered Committee of Chief Ministers constituted for ‘Transformation for Indian Agriculture’”, Press Information
Bureau, NITI Aayog, July 1, 2019.

[6].  The Farmers’ Produce Trade and Commerce (Promotion and Facilitation) Ordinance, 2020, Ministry of Agriculture and
Farmers’ Welfare, June 5, 2020.

[7].  The Essential Commodities (Amendment) Ordinance, 2020, Ministry of Consumer Affairs, Food and Public Distribution,
June 5, 2020.

[8].  The Farmers (Empowerment and Protection) Agreement on Price Assurance and Farm Services Ordinance, 2020, Ministry
of Agriculture and Farmers’ Welfare, June 5, 2020.

[9].  “PM chairs Cabinet Meeting to give historic boost to Rural India”, Press Information Bureau, Ministry of Agriculture and
Farmers’ Welfare, June 3, 2020.

[10].  Investment in Agricultural Marketing and Market Infrastructure – A Case Study of Bihar, Research Report, National Institute
of Agricultural Marketing, 2011-12.

[11].  Conference of Agriculture Ministers of the States on Model Acts, Ministry of Agriculture and Farmers’ Welfare, July 8, 2019.

[12].  F.No. 26011/3/2020-M.II., Agricultural Marketing Division, Ministry of Agriculture and Farmers’ Welfare, June 5, 2020.

[13].  Report No. 8, Standing Committee on Agriculture (2019-20): Action taken by the government on the report ‘Agriculture
Marketing and Role of Weekly Gramin Haats’, Lok Sabha, December 12, 2019.
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THE FARMERS (EMPOWERMENT AND PROTECTION)
AGREEMENT ON PRICE ASSURANCE AND FARM
SERVICES BILL, 2020

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

NOTE: This Bill replaces the Farmers (Empowerment and Protection) Agreement of Price
Assurance and Farm Services Ordinance, 2020. Therefore please refer to our legislative brief on
the Agriculture Ordinances, 2020.

Highlights of the Ordinance

The Farmers’ Produce Trade and Commerce (Promotion and Facilitation) Ordinance, 2020
allows intra-state and inter-state trade of farmers’ produce beyond the physical premises of
APMC markets.  State governments are prohibited from levying any market fee, cess or levy
outside APMC areas. 
 

●

The Farmers Agreement Ordinance creates a framework for contract farming through an
agreement between a farmer and a buyer prior to the production or rearing of any farm
produce.  It provides for a three-level dispute settlement mechanism: the conciliation board,
Sub-Divisional Magistrate and Appellate Authority.
 

●

The Essential Commodities (Amendment) Ordinance, 2020 allows the central government
to regulate the supply of certain food items only under extraordinary circumstances (such as
war and famine).  Stock limits may be imposed on agricultural produce only if there is a
steep price rise. 

●

Key Issues and Analysis

The three Ordinances aim to increase the availability of buyers for farmers’ produce, by
allowing them to trade freely without any license or stock limit, so that an increase in
competition among them results in better prices for farmers.  While the Ordinances aim to
liberalise trade and increase the number of buyers, de-regulation alone may not be
sufficient to attract more buyers.
 

●

The Standing Committee on Agriculture (2018-19) noted that availability of a transparent,
easily accessible, and efficient marketing platform is a pre-requisite to ensure remunerative
prices for farmers.  Most farmers lack access to government procurement facilities and
APMC markets.  It noted that small rural markets can emerge as a viable alternative for
agricultural marketing if they are provided with adequate infrastructure facilities.  
 

●

The Standing Committee also recommended that the Gramin Agricultural Markets scheme
(which aims to improve infrastructure and civic facilities in 22,000 Gramin Haats across the
country) should be made a fully funded central scheme and scaled to ensure presence of a
Haat in each panchayat of the country.

●

PART A: HIGHLIGHTS OF THE ORDINANCE

Context
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Agricultural markets in India are mainly regulated by state Agriculture Produce Marketing
Committee (APMC) laws.  APMCs were set up with the objective of ensuring fair trade between
buyers and sellers for effective price discovery of farmers’ produce.[1]  APMCs can: (i) regulate
the trade of farmers’ produce by providing licenses to buyers, commission agents, and private
markets, (ii) levy market fees or any other charges on such trade, and (iii) provide necessary
infrastructure within their markets to facilitate the trade.

The Standing Committee on Agriculture (2018-19) observed that the APMC laws are not
implemented in their true sense and need to be reformed urgently.  Issues identified by the
Committee include: (i) most APMCs have a limited number of traders operating, which leads to
cartelization and reduces competition, and (ii) undue deductions in the form of commission
charges and market fees.13  Traders, commission agents, and other functionaries organise
themselves into associations, which do not allow easy entry of new persons into market yards,
stifling competition.[2]  The Acts are highly restrictive in promotion of multiple channels of
marketing (such as more buyers, private markets, direct sale to businesses and retail
consumers, and online transactions) and competition in the system.13 

During 2017-18, the central government released the model APMC and contract farming Acts to
allow restriction-free trade of farmers’ produce, promote competition through multiple marketing
channels, and promote farming under pre-agreed contracts.[3],[4]  The Standing Committee
(2018-19) noted that states have not implemented several of the reforms suggested in the model
Acts.13  It recommended that the central government constitute a Committee of Agriculture
Ministers of all states to arrive at a consensus and design a legal framework for agricultural
marketing.  A High Powered Committee of seven Chief Ministers was set up in July 2019 to
discuss, among other things: (i) adoption and time-bound implementation of model Acts by
states, and (ii) changes to the Essential Commodities Act, 1955 (which provides for control of
production, supply, and trade of essential commodities) for attracting private investment in
agricultural marketing and infrastructure.[5]

The central government promulgated three Ordinances on June 5, 2020: (i) the Farmers’
Produce Trade and Commerce (Promotion and Facilitation) Ordinance, 2020, (ii) the Farmers
(Empowerment and Protection) Agreement on Price Assurance and Farm Services Ordinance,
2020, and (iii) the Essential Commodities (Amendment) Ordinance, 2020.[6],[7],[8]   The
Ordinances collectively seek to (i) facilitate barrier-free trade of farmers’ produce outside the
markets notified under the various state APMC laws, (ii) define a framework for contract farming,
and (iii) impose stock limits on agricultural produce only if there is a sharp increase in retail
prices.  The three Ordinances together aim to increase opportunities for farmers to enter long
term sale contracts, increase availability of buyers, and permits buyers to purchase farm
produce in bulk.

 

Key Features

The Farmers’ Produce Trade and Commerce (Promotion and Facilitation) Ordinance, 2020

Trade of farmers’ produce: The Ordinance allows intra-state and inter-state trade of
farmers’ produce outside: (i) the physical premises of market yards run by market
committees formed under the state APMC Acts and (ii) other markets notified under
the state APMC Acts.  Such trade can be conducted in an ‘outside trade area’, i.e.,
any place of production, collection, and aggregation of farmers’ produce including:
(i) farm gates, (ii) factory premises, (iii) warehouses, (iv) silos, and (v) cold storages.

■
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Electronic trading: The Ordinance permits the electronic trading of scheduled
farmers’ produce (agricultural produce regulated under any state APMC Act) in the
specified trade area.  An electronic trading and transaction platform may be set up to
facilitate the direct and online buying and selling of such produce through electronic
devices and internet.  The following entities may establish and operate such
platforms: (i) companies, partnership firms, or registered societies, having
permanent account number under the Income Tax Act, 1961 or any other document
notified by the central government, and (ii) a farmer producer organisation or
agricultural cooperative society.

■

Market fee abolished: The Ordinance prohibits state governments from levying any
market fee, cess or levy on farmers, traders, and electronic trading platforms for
trade of farmers’ produce conducted in an ‘outside trade area’.

■

The Farmers (Empowerment and Protection) Agreement on Price Assurance and Farm
Services Ordinance, 2020

Farming agreement: The Ordinance provides for a farming agreement between a
farmer and a buyer prior to the production or rearing of any farm produce.  The
minimum period of an agreement will be one crop season, or one production cycle
of livestock.  The maximum period is five years, unless the production cycle is more
than five years.

■

Pricing of farming produce: The price of farming produce should be mentioned in
the agreement.  For prices subjected to variation, a guaranteed price for the produce
and a clear reference for any additional amount above the guaranteed price must be
specified in the agreement.  Further, the process of price determination must be
mentioned in the agreement.

■

Dispute Settlement: A farming agreement must provide for a conciliation board as
well as a conciliation process for settlement of disputes.  The Board should have a
fair and balanced representation of parties to the agreement.  At first, all disputes
must be referred to the board for resolution.  If the dispute remains unresolved by
the Board after thirty days, parties may approach the Sub-divisional Magistrate for
resolution.  Parties will have a right to appeal to an Appellate Authority (presided by
collector or additional collector) against decisions of the Magistrate.  Both the
Magistrate and Appellate Authority will be required to dispose of a dispute within
thirty days from the receipt of application.  The Magistrate or the Appellate Authority
may impose certain penalties on the party contravening the agreement.  However, no
action can be taken against the agricultural land of farmer for recovery of any dues.

■

The Essential Commodities (Amendment) Ordinance, 2020

Regulation of food items: The Essential Commodities Act, 1955 empowers the
central government to designate certain commodities (such as food items, fertilizers,
and petroleum products) as essential commodities.  The central government may
regulate or prohibit the production, supply, distribution, trade, and commerce of
such essential commodities.  The Ordinance provides that the central government
may regulate the supply of certain food items including cereals, pulses, potatoes,
onions, edible oilseeds, and oils, only under extraordinary circumstances.   These

■
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include: (i) war, (ii) famine, (iii) extraordinary price rise and (iv) natural calamity of
grave nature.

Stock limit: The Ordinance requires that imposition of any stock limit on agricultural
produce must be based on price rise.  A stock limit may be imposed only if there is:
(i) a 100% increase in retail price of horticultural produce; and (ii) a 50% increase in
the retail price of non-perishable agricultural food items.   The increase will be
calculated over the price prevailing immediately preceding twelve months, or the
average retail price of the last five years, whichever is lower.

■

 

PART B: KEY ISSUES AND ANALYSIS

Availability of buyers for farmers’ produce and infrastructure

The Trade and Commerce Ordinance provides buyers the freedom to buy farmers’ produce
outside the APMC markets without having any license or paying any fees to APMCs.  The
Contract Farming Ordinance provides a framework for buyers and farmers to enter into a
contract (before a crop season starts) which guarantees farmers a minimum price and buyers an
assured supply.  The third Ordinance amends the Essential Commodities Act to provide that
stock limits for agricultural produce can be imposed only when retail prices increase sharply and
exempts value chain participants and exporters from any stock limit.  The three Ordinances aim
to increase the availability of buyers for farmers’ produce, by allowing them to trade freely
without any license or stock limit, so that an increase in competition among them results in better
prices for farmers.[9]  While the Ordinances aim to liberalise trade and increase the number of
buyers, this may not be sufficient to attract more buyers.

For instance, in 2006, Bihar repealed its APMC Act with a similar objective to attract private
investment in the sector and gave charge of the markets to the concerned sub-divisional officers
in that area.[10]  This resulted in a lack of required marketing infrastructure as the existing
infrastructure eroded over time due to poor upkeep.1,2  In unregulated markets, farmers faced
issues such as high transaction charges and lack of information on prices and arrival of
produce.2  The Committee of State Ministers, constituted in 2010 for agricultural marketing
reforms, observed that complete deregulation of markets did not help in attracting any private
investment.2  It noted that there is a need for an appropriate legal and institutional structure with
a developmental type of regulation to ensure orderly functioning of markets and to attract
investment for infrastructure development.2  The Standing Committee on Agriculture (2018-19)
recommended that the central government should create marketing infrastructure in states
which do not have APMC markets (i.e. Bihar, Kerala, Manipur, and certain union territories).1,[11]

Note that the Ordinances do not repeal the existing APMC laws (as done by Bihar), but limit the
regulation of APMCs to the physical boundaries of the markets under their control.   The
Ordinances may result in increased competition, which may also make APMCs more efficient in
providing cost-effective services for marketing.[12]  Further, for farmers selling their produce
outside the APMC markets, the prices prevailing in APMC markets can serve as a benchmark
price, helping in a better price discovery for farmers.  

Gramin Agriculture Markets: The Standing Committee noted that availability of a
transparent, easily accessible, and efficient marketing platform is a pre-requisite to
ensure remunerative prices for farmers.1  Most farmers lack access to government
procurement facilities and APMC markets.1  Small and marginal farmers (who hold 86% of
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the agricultural landholdings in the country) face various issues in selling their produce
in APMC markets such as inadequate marketable surplus, long-distance to the nearest
APMC markets, and lack of transportation facilities.1  The average area served by an
APMC market is 496 sq. km., much higher than the 80 sq. km. recommended by the
National Commission on Farmers (Chair: Dr. M. S. Swaminathan) in 2006.1  

The Standing Committee (2018-19) noted that Gramin Haats (small rural markets) can emerge
as a viable alternative for agricultural marketing if they are provided with adequate infrastructure
facilities.  It recommended that the Gramin Agricultural Markets scheme (which aims to improve
infrastructure and civic facilities in 22,000 Gramin Haats across the country) should be made a
fully funded central scheme and scaled to ensure presence of a Haat in each panchayat of the
country.  The central government has proposed development of basic infrastructure in Gramin
Haats through the National Rural Employment Guarantee Scheme and of marketing
infrastructure through the Agri-Market Infrastructure Fund.[13]   The Fund will be set up by
NABARD to provide Rs 1,000 crore to states at a concessional interest rate for development of
marketing infrastructure in Gramin Haats.13

 
[1].  Report No. 62, Standing Committee on Agriculture (2018-19): ‘Agriculture Marketing and Role of Weekly Gramin Haats’, Lok
Sabha, January 3, 2019.

[2].  Report of Committee of State Ministers, In-charge of Agriculture Marketing to Promote Reforms, January
2013, https://dmi.gov.in/Documents/stminprreform.pdf.

[3].  Model Agricultural Produce and Livestock Marketing (Promotion and Facilitation) Act, 2017, Ministry of Agriculture and
Farmers’ Welfare, April 2017.

[4].  Model Agricultural Produce and Livestock Contract Farming (Promotion and Facilitation) Act, 2018, Ministry of Agriculture
and Farmers’ Welfare, December 2017. 

[5].  “High Powered Committee of Chief Ministers constituted for ‘Transformation for Indian Agriculture’”, Press Information
Bureau, NITI Aayog, July 1, 2019.

[6].  The Farmers’ Produce Trade and Commerce (Promotion and Facilitation) Ordinance, 2020, Ministry of Agriculture and
Farmers’ Welfare, June 5, 2020.

[7].  The Essential Commodities (Amendment) Ordinance, 2020, Ministry of Consumer Affairs, Food and Public Distribution,
June 5, 2020.

[8].  The Farmers (Empowerment and Protection) Agreement on Price Assurance and Farm Services Ordinance, 2020, Ministry
of Agriculture and Farmers’ Welfare, June 5, 2020.

[9].  “PM chairs Cabinet Meeting to give historic boost to Rural India”, Press Information Bureau, Ministry of Agriculture and
Farmers’ Welfare, June 3, 2020.

[10].  Investment in Agricultural Marketing and Market Infrastructure – A Case Study of Bihar, Research Report, National Institute
of Agricultural Marketing, 2011-12.

[11].  Conference of Agriculture Ministers of the States on Model Acts, Ministry of Agriculture and Farmers’ Welfare, July 8, 2019.

[12].  F.No. 26011/3/2020-M.II., Agricultural Marketing Division, Ministry of Agriculture and Farmers’ Welfare, June 5, 2020.

[13].  Report No. 8, Standing Committee on Agriculture (2019-20): Action taken by the government on the report ‘Agriculture
Marketing and Role of Weekly Gramin Haats’, Lok Sabha, December 12, 2019.
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NATIONAL RESEARCH CENTRE ON CAMELS
Relevant for: Indian Economy | Topic: Economics of Animal-Rearing incl. White, Blue & Pink Revolutions

For setting up of a branch in Gujarat of National Research Centre on Camel (NRCC), Bikaner,
an appropriate size of land and other resources on nominal cost/lease basis is desired from the
Government of Gujarat.

Steps to protect Kharai camels:-

1. Kharai camel has been characterized, registered and gazette notified as breed by
DARE/ICAR.

2. NRCC has signed an MoU with Kamdhenu University, Gujarat for further breed
conservation and development by (i) Training of farmers for scientific camel husbandry;
(ii) Organizing Scientist-farmers interaction meetings; (iii) Holding animal health camps;
(iv) Providing technical support for development of the entrepreneurship towards the
camel milk.

 

Following is being carried out by NRCC, Bikaner to protect double humped camel in Ladakh:-

This information was given in a written reply by the Union Minister of Agriculture and Farmers
Welfare Shri Narendra Singh Tomar in Lok Sabha today.

 

****

 

APS/SG

For setting up of a branch in Gujarat of National Research Centre on Camel (NRCC), Bikaner,
an appropriate size of land and other resources on nominal cost/lease basis is desired from the
Government of Gujarat.

Steps to protect Kharai camels:-

1. Kharai camel has been characterized, registered and gazette notified as breed by
DARE/ICAR.

2. NRCC has signed an MoU with Kamdhenu University, Gujarat for further breed
conservation and development by (i) Training of farmers for scientific camel husbandry;
(ii) Organizing Scientist-farmers interaction meetings; (iii) Holding animal health camps;
(iv) Providing technical support for development of the entrepreneurship towards the
camel milk.

 

Following is being carried out by NRCC, Bikaner to protect double humped camel in Ladakh:-
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This information was given in a written reply by the Union Minister of Agriculture and Farmers
Welfare Shri Narendra Singh Tomar in Lok Sabha today.

 

****

 

APS/SG
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REGULATORY UNCERTAINTY
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

Last week, the Securities and Exchange Board of India (SEBI) issued a circular specifying that
multi-cap schemes of mutual funds must invest a minimum of 25 per cent of their total assets in
each large, mid and small-cap category. Until now, there was no such allocation criteria. The
guidelines had only prescribed that at least 65 per cent of the investments of such schemes be
directed towards equities, giving fund managers the flexibility to allocate funds across large, mid
or small-cap firms as per their discretion. A few days later, SEBI clarified that apart from
rebalancing their portfolio, these multi-cap funds had other options, ranging from, merging with
existing large-cap schemes, to converting these schemes to other categories. While SEBI’s
directive may have been driven by the desire to ensure that these funds are “true-to-label”, its
decision raises several questions: Why curb fund manager flexibility? Won’t changing the
character of the fund heighten the risk and uncertainty for existing investors? Moreover, are their
enough quality small-cap firms to absorb this inflow? If there were such companies available in
this segment, wouldn’t they have been attractive proposition for fund managers to begin with?

Mutual fund data from various fund houses shows that put together, the total assets of these
multi-cap schemes stand at around Rs 1.45 lakh crore. Of this, the mid-cap and small-cap
exposure stands at 16.4 per cent and 6.25 per cent respectively. These numbers imply that in
order to meet the requirements imposed by the SEBI circular, roughly Rs 40,000 crore will have
to directed from these funds towards mid and small-cap firms. Considering that most of these
multi-cap funds, especially the bigger ones, are largely geared towards large-cap companies
and that finding liquid enough quality stocks in these segments will be challenging in the present
circumstances, it is possible that these schemes, rather than opting for rebalancing, will opt for
one of the other options available.

Multi-cap funds were created to provide the fund manager the freedom to move across stock
classifications, depending on the opportunity presented. If they have gravitated towards large-
caps it is because of the possibility of greater returns. If the pandemic is likely to lead to greater
economic concentration, benefitting the bigger firms, then surely fund managers and their
investors should have the flexibility to take advantage of these trends. This degree of control by
the regulator is odd. It was an avoidable move, that only heightened market uncertainty.

 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.prsindia.org Date : 2020-09-17

THE INSOLVENCY AND BANKRUPTCY CODE (SECOND
AMENDMENT) BILL, 2020

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

NOTE: This Bill replaces the Insolvency and Bankruptcy Code (Amendment) Ordinance, 2020 .
Therefore please refer to our legislative brief on the Insolvency and Bankruptcy Code
(Amendment) Ordinance, 2020.

The Insolvency and Bankruptcy Code (Second Amendment) Bill, 2020 was introduced in
Rajya Sabha on September 15, 2020.  It amends the Insolvency and Bankruptcy Code,
2016.  The Code provides a time-bound process for resolving insolvency in companies and
among individuals.  Insolvency is a situation where individuals or companies are unable to
repay their outstanding debt.  The Bill seeks to temporarily suspend initiation of the
corporate insolvency resolution process (CIRP) under the Code.  It replaces the Insolvency
and Bankruptcy Code (Amendment) Ordinance, 2020 promulgated on June 5, 2020. 

●

Prohibition on the initiation of CIRP for certain defaults:  When a default occurs, the
Code allows the creditors of the company or the company itself to initiate CIRP by
filing an application before the National Company Law Tribunal (NCLT).  The Bill
provides that for defaults arising during the six months from March 25, 2020, CIRP
can never be initiated by either the company or its creditors.  The central government
may extend this period to one year through notification.  The Bill clarifies that during
this period, CIRP can still be initiated for any defaults arising before March 25, 2020.
 

●

Liabilities for wrongful trading: Under the Code, a director or a partner of the
corporate debtor may be held liable to make personal contributions to the assets of
the company in certain situations.  This liability can occur if despite knowing that the
insolvency proceedings cannot be avoided, the person did not exercise due diligence
in minimising the potential loss to the creditors.  The Resolution Professional may
apply to the NCLT to hold such persons liable.  The Resolution Professional is
appointed to manage the resolution process upon the acceptance of an application
for initiation of CIRP.  The Bill prohibits the Resolution Professional from filing such
an application in relation to the defaults for which initiation of CIRP has been
prohibited.

●

 

DISCLAIMER: This document is being furnished to you for your information.  You may choose to reproduce or
redistribute this report for non-commercial purposes in part or in full to any other person with due
acknowledgement of PRS Legislative Research (“PRS”).  The opinions expressed herein are entirely those of
the author(s).  PRS makes every effort to use reliable and comprehensive information, but PRS does not
represent that the contents of the report are accurate or complete.  PRS is an independent, not-for-profit
group.  This document has been prepared without regard to the objectives or opinions of those who may
receive it. 
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Source : www.livemint.com Date : 2020-09-17

BANKING REGULATION (AMENDMENT) BILL PASSED
IN LOK SABHA TO BRING COOPERATIVE BANKS
UNDER RBI

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

Considering the deteriorating condition of cooperative banks in the country, Lok Sabha on
Wednesday passed the Banking Regulation (Amendment) Bill, 2020. The Bill proposes
amendments to the Banking Regulation Act, 1949. With this new Bill, the central government
aims to bring cooperative banks under the supervision of the Reserve Bank of India (RBI).

"We are trying to bring this amendment to protect the depositors. As in some unfortunate
situation in banks, depositors are put to hardship," finance minister Nirmala Sitharaman said in
Lok Sabha on Wednesday.

"For the last two years, depositors of cooperative banks and small banks are facing problems.
We are trying to bring this amendment in order to protect the depositors. Because these banks
have fallen into hard days requiring therefore the regulator to bring a moratorium and to solve
the problem seems to consume all the time," the finance minister added.

The Bill was first introduced in March during the Budget session. However, it could not be
passed due to COVID-19 pandemic. In June, the union cabinet approved the ordinance to bring
1,482 urban and 58 multi-state cooperative banks under the supervision of the central bank.

"Due to the pandemic, the stress in cooperative banks increased and the gross NPA ratio
increased from 7.27% in March 2019 to over 10% in March 2020. Therefore it was felt that to
protect depositors' interest we should have the ordinance brought in," she added.

"This Bill does not regulate cooperative banks. The amendment is not for central govt to take
over the cooperative banks," Sitharaman said.

With the amendments, RBI will be able undertake a scheme of amalgamation of a bank without
placing it under moratorium. Prior to this amendment, if a lender was put under the moratorium,
it not only capped the withdrawals by depositors, but also barred a bank’s lending operations.

Few more amendments have been proposed under Section 45 of the Act that will help the
central bank to develop a scheme to ensure the interest of the public, banking system, account
holders in the bank and banking company’s proper management, without disrupting any banking
functionalities. However, the changes will not affect the existing powers of the state registrars of
co-operative societies under state laws.

Besides, amendments in Sections 3 and 56 extend the provisions applicable to scheduled
commercial banks to cooperative banks and brings them within the central bank's regulation.

The amendments do not apply to Primary Agricultural Credit Societies (PACS) or co-operative
societies whose primary object and principal business is long-term finance for agricultural
development, and which do not use the words "bank", "banker" or "banking".

Commenting on the Bill, Divakar Vijayasarathy, founder and managing partner, DVS Advisors
LLP said, "It strikes the right chord and has given a mechanism to restructure these banks and
also significantly improves their regulatory oversight by a competent and efficient regulator, the

https://www.livemint.com/news/india/banking-regulation-bill-tabled-in-lok-sabha-11600105099255.html
https://www.livemint.com/industry/banking/rbi-sets-up-internal-group-to-review-ownership-structure-of-private-banks-11591972361594.html
https://www.livemint.com/industry/banking/banking-regulation-act-amended-to-allow-rbi-to-regulate-cooperative-banks-11593231781380.html
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RBI.

"This move should certainly improve the confidence in the cooperative banks and the interest of
all the stakeholders would be protected in the long run," he added.

Click here to read the Mint ePapermint is now on Telegram. Join mint channel in your Telegram
and stay updated

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

Your session has expired, please login again.

You are now subscribed to our newsletters. In case you can’t find any email from our side,
please check the spam folder.
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Source : www.pib.gov.in Date : 2020-09-18

LOK SABHA PASSES THE FARMERS' PRODUCE
TRADE AND COMMERCE (PROMOTION AND
FACILITATION) BILL, 2020 AND THE FARMERS
(EMPOWERMENT AND PROTECTION) AGREEMENT OF
PRICE ASSURANCE AND FARM SERVICES BILL, 2020

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

Two bills aimed at transforming agriculture in the country and raising farmers’ income were
passed by Lok Sabha today. The Farmers' Produce Trade and Commerce (Promotion and
Facilitation) Bill, 2020 and The Farmers (Empowerment and Protection) Agreement of Price
Assurance and Farm Services Bill, 2020 were introduced in Lok Sabha on 14th September 2020
by Union Minister of Agriculture & Farmers’ Welfare, Rural Development & Panchayati Raj, Shri
Narendra Singh Tomar, to replace ordinances promulgated on 5th June 2020.

 

Replying to the discussion on the Bills before they were passed by the Lok Sabha today, Shri
Narendra Singh Tomar said that the Government under Prime Minister Shri Narendra Modi is
fully committed to the welfare of Gaon-Garib-Kisan. He reassured emphatically that while
farmers will now be freed from the restrictions of having to sell their produce at designated
places only, the procurement at Minimum Support Price will continue and mandis established
under State laws will also continue to operate. The Union Agriculture Minister said that these
legislations will bring about revolutionary transformation and transparency in the agriculture
sector, electronic trading will increase, there will be accelerated agricultural growth as private
investment will be attracted in building supply chains and agricultural infrastructure, new
employment opportunities will be created and rural economy will get a boost, which will in turn
help to strengthen the national economy.

 

The Farmers' Produce Trade and Commerce (Promotion and Facilitation) Bill, 2020 seeks
to provide for the creation of an ecosystem where the farmers and traders enjoy the freedom of
choice relating to sale and purchase of farmers' produce which facilitates remunerative prices
through competitive alternative trading channels to promote efficient, transparent and barrier-
free inter-State and intra-State trade and commerce of farmers' produce outside physical
premises of markets or deemed markets notified under various State agricultural produce
market legislations; to provide a facilitative framework for electronic trading and for matters
connected therewith or incidental thereto.

 

Background

Farmers in India suffered from various restrictions in marketing their produce. There were
restrictions for farmers in selling agri-produce outside the notified APMC market yards. The
farmers were also restricted to sell the produce only to registered licensees of the State
Governments. Further, barriers existed in free flow of agriculture produce between various
States owing to the prevalence of various APMC legislations enacted by the State Governments.
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Benefits

The new legislation will create an ecosystem where the farmers and traders will enjoy freedom
of choice of sale and purchase of agri-produce. It will also promote barrier-free inter-state and
intra-state trade and commerce outside the physical premises of markets notified under State
Agricultural Produce Marketing legislations. This is a historic-step in unlocking the vastly
regulated agriculture markets in the country.

 

It will open more choices for the farmer, reduce marketing costs for the farmers and help them in
getting better prices. It will also help farmers of regions with surplus produce to get better prices
and consumers of regions with shortages, lower prices. The Bill also proposes an electronic
trading in transaction platform for ensuring a seamless trade electronically.

 

The farmers will not be charged any cess or levy for sale of their produce under this Act. Further
there will be a separate dispute resolution mechanism for the farmers.

 

One India, One Agriculture Market

The Bill basically aims at creating additional trading opportunities outside the APMC market
yards to help farmers get remunerative prices due to additional competition. This will supplement
the existing MSP procurement system which is providing stable income to farmers.

 

It will certainly pave the way for creating One India, One Agriculture Market and will lay the
foundation for ensuring golden harvests for our hard working farmers.

 

The Farmers (Empowerment and Protection) Agreement of Price Assurance and Farm
Services Bill, 2020 seeks to provide for a national framework on farming agreements that
protects and empowers farmers to engage with agri-business firms, processors, wholesalers,
exporters or large retailers for farm services and sale of future farming produce at a mutually
agreed remunerative price framework in a fair and transparent manner and for matters
connected therewith or incidental thereto.

 

Background

Indian Agriculture is characterized by fragmentation due to small holding sizes and has certain
weaknesses such as weather dependence, production uncertainties and market unpredictability.
This makes agriculture risky and inefficient in respect of both input & output management.
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Benefits

The new legislation will empower farmers for engaging with processors, wholesalers,
aggregators, wholesalers, large retailers, exporters etc., on a level playing field without any fear
of exploitation. It will transfer the risk of market unpredictability from the farmer to the sponsor
and also enable the farmer to access modern technology and better inputs. It will reduce cost of
marketing and improve income of farmers.

 

This legislation will act as a catalyst to attract private sector investment for building supply
chains for supply of Indian farm produce to national and global markets, and in agricultural
infrastructure. Farmers will get access to technology and advice for high value agriculture and
get ready market for such produce.

 

Farmers will engage in direct marketing thereby eliminating intermediaries resulting in full
realization of price. Farmers have been provided adequate protection. Sale, lease or mortgage
of farmers’ land is totally prohibited and farmers’ land is also protected against any recovery.
Effective dispute resolution mechanism has been provided for with clear time lines for redressal.

 

****

APS/SG

Two bills aimed at transforming agriculture in the country and raising farmers’ income were
passed by Lok Sabha today. The Farmers' Produce Trade and Commerce (Promotion and
Facilitation) Bill, 2020 and The Farmers (Empowerment and Protection) Agreement of Price
Assurance and Farm Services Bill, 2020 were introduced in Lok Sabha on 14th September 2020
by Union Minister of Agriculture & Farmers’ Welfare, Rural Development & Panchayati Raj, Shri
Narendra Singh Tomar, to replace ordinances promulgated on 5th June 2020.

 

Replying to the discussion on the Bills before they were passed by the Lok Sabha today, Shri
Narendra Singh Tomar said that the Government under Prime Minister Shri Narendra Modi is
fully committed to the welfare of Gaon-Garib-Kisan. He reassured emphatically that while
farmers will now be freed from the restrictions of having to sell their produce at designated
places only, the procurement at Minimum Support Price will continue and mandis established
under State laws will also continue to operate. The Union Agriculture Minister said that these
legislations will bring about revolutionary transformation and transparency in the agriculture
sector, electronic trading will increase, there will be accelerated agricultural growth as private
investment will be attracted in building supply chains and agricultural infrastructure, new
employment opportunities will be created and rural economy will get a boost, which will in turn
help to strengthen the national economy.

 

The Farmers' Produce Trade and Commerce (Promotion and Facilitation) Bill, 2020 seeks
to provide for the creation of an ecosystem where the farmers and traders enjoy the freedom of
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choice relating to sale and purchase of farmers' produce which facilitates remunerative prices
through competitive alternative trading channels to promote efficient, transparent and barrier-
free inter-State and intra-State trade and commerce of farmers' produce outside physical
premises of markets or deemed markets notified under various State agricultural produce
market legislations; to provide a facilitative framework for electronic trading and for matters
connected therewith or incidental thereto.

 

Background

Farmers in India suffered from various restrictions in marketing their produce. There were
restrictions for farmers in selling agri-produce outside the notified APMC market yards. The
farmers were also restricted to sell the produce only to registered licensees of the State
Governments. Further, barriers existed in free flow of agriculture produce between various
States owing to the prevalence of various APMC legislations enacted by the State Governments.

 

Benefits

The new legislation will create an ecosystem where the farmers and traders will enjoy freedom
of choice of sale and purchase of agri-produce. It will also promote barrier-free inter-state and
intra-state trade and commerce outside the physical premises of markets notified under State
Agricultural Produce Marketing legislations. This is a historic-step in unlocking the vastly
regulated agriculture markets in the country.

 

It will open more choices for the farmer, reduce marketing costs for the farmers and help them in
getting better prices. It will also help farmers of regions with surplus produce to get better prices
and consumers of regions with shortages, lower prices. The Bill also proposes an electronic
trading in transaction platform for ensuring a seamless trade electronically.

 

The farmers will not be charged any cess or levy for sale of their produce under this Act. Further
there will be a separate dispute resolution mechanism for the farmers.

 

One India, One Agriculture Market

The Bill basically aims at creating additional trading opportunities outside the APMC market
yards to help farmers get remunerative prices due to additional competition. This will supplement
the existing MSP procurement system which is providing stable income to farmers.

 

It will certainly pave the way for creating One India, One Agriculture Market and will lay the
foundation for ensuring golden harvests for our hard working farmers.
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The Farmers (Empowerment and Protection) Agreement of Price Assurance and Farm
Services Bill, 2020 seeks to provide for a national framework on farming agreements that
protects and empowers farmers to engage with agri-business firms, processors, wholesalers,
exporters or large retailers for farm services and sale of future farming produce at a mutually
agreed remunerative price framework in a fair and transparent manner and for matters
connected therewith or incidental thereto.

 

Background

Indian Agriculture is characterized by fragmentation due to small holding sizes and has certain
weaknesses such as weather dependence, production uncertainties and market unpredictability.
This makes agriculture risky and inefficient in respect of both input & output management.

 

Benefits

The new legislation will empower farmers for engaging with processors, wholesalers,
aggregators, wholesalers, large retailers, exporters etc., on a level playing field without any fear
of exploitation. It will transfer the risk of market unpredictability from the farmer to the sponsor
and also enable the farmer to access modern technology and better inputs. It will reduce cost of
marketing and improve income of farmers.

 

This legislation will act as a catalyst to attract private sector investment for building supply
chains for supply of Indian farm produce to national and global markets, and in agricultural
infrastructure. Farmers will get access to technology and advice for high value agriculture and
get ready market for such produce.

 

Farmers will engage in direct marketing thereby eliminating intermediaries resulting in full
realization of price. Farmers have been provided adequate protection. Sale, lease or mortgage
of farmers’ land is totally prohibited and farmers’ land is also protected against any recovery.
Effective dispute resolution mechanism has been provided for with clear time lines for redressal.

 

****

APS/SG
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Source : www.pib.gov.in Date : 2020-09-18

INDIA HAS AIR BUBBLE AGREEMENTS WITH 10
COUNTRIES

Relevant for: Indian Economy | Topic: Infrastructure: Airports

India has entered into Air Bubble agreements with 10 countries viz. USA, Canada, France,
Germany, UK, Maldives, UAE, Qatar, Afghanistan and Bahrain, till 13.09.2020.

The essential details of Air Bubbles agreements are as follows:

1.         These are temporary agreements between two countries aimed at restarting commercial
passenger services when regular international flights are suspended as a result of the COVID-
19 pandemic.

2.         They are reciprocal in nature i.e. airlines from both countries enjoy similar benefits.

3. Tickets for the flights are sold through the airlines' website, travel agents and Global
Distribution Systems.

In view of the ongoing COVID-19 pandemic, there are restrictions on international flight
operations to/from India. The Indian aviation and health infrastructure is currently trying its best
to efficiently handle the large scale Vande Bharat Mission and Air Bubble operations. Limited
quarantine and other related health facilities to be provided by the State Governments is a factor
that has to be taken into account before regular commercial scheduled international operations
are allowed.

This information was given in a written reply by Shri Hardeep Singh Puri, Minister of State (I/C)
Civil Aviation, in Lok Sabha today.

****

RJ/NG/BA

India has entered into Air Bubble agreements with 10 countries viz. USA, Canada, France,
Germany, UK, Maldives, UAE, Qatar, Afghanistan and Bahrain, till 13.09.2020.

The essential details of Air Bubbles agreements are as follows:

1.         These are temporary agreements between two countries aimed at restarting commercial
passenger services when regular international flights are suspended as a result of the COVID-
19 pandemic.

2.         They are reciprocal in nature i.e. airlines from both countries enjoy similar benefits.

3. Tickets for the flights are sold through the airlines' website, travel agents and Global
Distribution Systems.

In view of the ongoing COVID-19 pandemic, there are restrictions on international flight
operations to/from India. The Indian aviation and health infrastructure is currently trying its best
to efficiently handle the large scale Vande Bharat Mission and Air Bubble operations. Limited
quarantine and other related health facilities to be provided by the State Governments is a factor



Page 148

cr
ac

kIA
S.co

m

that has to be taken into account before regular commercial scheduled international operations
are allowed.

This information was given in a written reply by Shri Hardeep Singh Puri, Minister of State (I/C)
Civil Aviation, in Lok Sabha today.

****

RJ/NG/BA
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Source : www.pib.gov.in Date : 2020-09-18

DEVELOPMENT OF HANDLOOM SECTOR
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

It is the endeavor of the Government to save and develop the handloom sector in the country. 
Keeping this in view, the Government of India is implementing the following schemes across the
country for development of handloom sector and welfare of handloom weavers: -

 

 

Under the above schemes, financial assistance is provided for raw materials, purchase of looms
and accessories, design innovation, product diversification, infrastructure development, skill
upgradation, lighting units, marketing of handloom products and loan at concessional rates.

 

1.       National Handloom Development Programme (NHDP)

 

 

 

 

Hathkargha Samvardhan Sahayata (HSS) was introduced on 1st December 2016 with an
objective to provide looms/accessories to the weavers to enhance their earnings through
improved productivity and quality of the handloom products. Under the scheme, 90% of the
cost of loom/accessory is borne by the Government of India while remaining 10% is borne
by the beneficiary. The Government of India’s share is released to the supplier through
Weavers’ Service Centre.

 

Ministry of Textiles has signed Memorandums of Understanding with Indira Gandhi
National Open University (IGNOU) and National Institute of Open Schooling (NIOS) to
secure educational facilities for the weavers and their families.  NIOS offers Secondary and
Senior Secondary level education with specialized subjects on design, marketing, business
development, etc. through distance learning mode for handloom weavers, whereas IGNOU
offers continuing education programs through accessible and flexible learning opportunities
relevant to the aspirations of handloom weavers and their children for career progression.

 

The programme envisages reimbursement of 75% of the fee towards admission to
NIOS/IGNOU courses in case of SC, ST, BPL, and Women learners belonging to
handloom weavers’ families.



Page 150

cr
ac

kIA
S.co

m

 

 

Initiatives with various leading brands has been undertaken to bring out a separate range
of handloom garments in their brand.

 

 

 

2.       Comprehensive Handloom Cluster Development Scheme:

The Comprehensive Handloom Cluster Development Scheme (CHCDS) is targeted at
development of Mega Handloom Clusters in clearly identifiable geographical locations
covering atleast 15000 handlooms with the Government of India (GoI) contribution upto
Rs.40 crore per cluster over a period of 5 years. Components such as conducting
diagnostic study, corpus for raw material, etc., are fully funded by the Government of India
(GoI) whereas components like lighting units, technological up-gradation of looms and
accessories are 90% funded by the GoI.  Other components such as creation of
infrastructure for design studio/ marketing complex/garmenting unit, marketing
development, assistance for exports and publicity are 80% funded by the GoI.  08 Mega
Handloom Clusters viz. Varanasi (Uttar Pradesh), Sivasagar (Assam), Virudhunagar(Tamil
Nadu), Murshidabad (West Bengal), Prakasam & Guntur districts (Andhra Pradesh),
Godda & neighbouring districts (Jharkhand), Bhagalpur (Bihar) and Trichy (Tamil Nadu)
have been taken up for development.

 

3.       Handloom Weavers’ Comprehensive Welfare Scheme

Weavers Comprehensive Welfare Scheme (HWCWS) is providing life, accidental and
disability insurance coverage under the components Pradhan Mantri Jivan Jyoti Bima
Yojana (PMJJBY), Pradhan Mantri Suraksha Bima Yojana (PMSBY) and Converged
Mahatma Gandhi Bunkar Bima Yojana (MGBBY).

 

4.       Yarn Supply Scheme:

Yarn Supply Scheme is being implemented throughout the country to make available all
types of yarn at Mill Gate Price. The scheme is being implemented through National
Handloom Development Corporation.  Under the Scheme freight is reimbursed and depot
operating charges @2% is given to depot operating agencies.  A component of 10% price
subsidy also exists on hank yarn, which is applicable on cotton, domestic silk, wool and
linen yarn with quantity caps.

 

There is no plan to revive Janata Scheme.     
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This information was given in a written reply by the Union Minister of Textiles Smt. Smriti Zubin
Irani in Rajya Sabha today.

 

****

APS/SG/RC

It is the endeavor of the Government to save and develop the handloom sector in the country. 
Keeping this in view, the Government of India is implementing the following schemes across the
country for development of handloom sector and welfare of handloom weavers: -

 

 

Under the above schemes, financial assistance is provided for raw materials, purchase of looms
and accessories, design innovation, product diversification, infrastructure development, skill
upgradation, lighting units, marketing of handloom products and loan at concessional rates.

 

1.       National Handloom Development Programme (NHDP)

 

 

 

 

Hathkargha Samvardhan Sahayata (HSS) was introduced on 1st December 2016 with an
objective to provide looms/accessories to the weavers to enhance their earnings through
improved productivity and quality of the handloom products. Under the scheme, 90% of the
cost of loom/accessory is borne by the Government of India while remaining 10% is borne
by the beneficiary. The Government of India’s share is released to the supplier through
Weavers’ Service Centre.

 

Ministry of Textiles has signed Memorandums of Understanding with Indira Gandhi
National Open University (IGNOU) and National Institute of Open Schooling (NIOS) to
secure educational facilities for the weavers and their families.  NIOS offers Secondary and
Senior Secondary level education with specialized subjects on design, marketing, business
development, etc. through distance learning mode for handloom weavers, whereas IGNOU
offers continuing education programs through accessible and flexible learning opportunities
relevant to the aspirations of handloom weavers and their children for career progression.
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The programme envisages reimbursement of 75% of the fee towards admission to
NIOS/IGNOU courses in case of SC, ST, BPL, and Women learners belonging to
handloom weavers’ families.

 

 

Initiatives with various leading brands has been undertaken to bring out a separate range
of handloom garments in their brand.

 

 

 

2.       Comprehensive Handloom Cluster Development Scheme:

The Comprehensive Handloom Cluster Development Scheme (CHCDS) is targeted at
development of Mega Handloom Clusters in clearly identifiable geographical locations
covering atleast 15000 handlooms with the Government of India (GoI) contribution upto
Rs.40 crore per cluster over a period of 5 years. Components such as conducting
diagnostic study, corpus for raw material, etc., are fully funded by the Government of India
(GoI) whereas components like lighting units, technological up-gradation of looms and
accessories are 90% funded by the GoI.  Other components such as creation of
infrastructure for design studio/ marketing complex/garmenting unit, marketing
development, assistance for exports and publicity are 80% funded by the GoI.  08 Mega
Handloom Clusters viz. Varanasi (Uttar Pradesh), Sivasagar (Assam), Virudhunagar(Tamil
Nadu), Murshidabad (West Bengal), Prakasam & Guntur districts (Andhra Pradesh),
Godda & neighbouring districts (Jharkhand), Bhagalpur (Bihar) and Trichy (Tamil Nadu)
have been taken up for development.

 

3.       Handloom Weavers’ Comprehensive Welfare Scheme

Weavers Comprehensive Welfare Scheme (HWCWS) is providing life, accidental and
disability insurance coverage under the components Pradhan Mantri Jivan Jyoti Bima
Yojana (PMJJBY), Pradhan Mantri Suraksha Bima Yojana (PMSBY) and Converged
Mahatma Gandhi Bunkar Bima Yojana (MGBBY).

 

4.       Yarn Supply Scheme:

Yarn Supply Scheme is being implemented throughout the country to make available all
types of yarn at Mill Gate Price. The scheme is being implemented through National
Handloom Development Corporation.  Under the Scheme freight is reimbursed and depot
operating charges @2% is given to depot operating agencies.  A component of 10% price
subsidy also exists on hank yarn, which is applicable on cotton, domestic silk, wool and
linen yarn with quantity caps.
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There is no plan to revive Janata Scheme.     

 

This information was given in a written reply by the Union Minister of Textiles Smt. Smriti Zubin
Irani in Rajya Sabha today.

 

****

APS/SG/RC
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Source : www.pib.gov.in Date : 2020-09-18

DEVELOPMENT OF TEXTILE PARKS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

incl. MSMEs and PSUs

The Government is implementing Scheme for Integrated Textile Park (SITP) which is
demand driven and it provides support for creation of world-class infrastructure
facilities for setting up of textile units, with a Government of India grant upto 40% of
the project cost and Government of India grant upto 90% of the project cost for first
two projects (each) in the States of Arunachal Pradesh, Assam, Manipur, Meghalaya,
Mizoram, Nagaland, Tripura, Sikkim, Himachal Pradesh, Uttarakhand and Union
Territory of Jammu & Kashmir and Union Territory of Ladakh; with ceiling limit of Rs.
40.00 crores for each textile park. The Special Purpose Vehicle (SPV) formed by the
representatives of local industry, Financial Institutions, State Industrial and
Infrastructural Corporations and other agencies of State and Central Governments
registered as a Corporate Body under Companies Act would submit their proposal
directly to the Ministry for consideration. SITP is thus a demand driven scheme. No
representation is pending from Textile ‘Industry’ Federation from any State for
development of textile industry and textile parks in their State.

Further, the proposal to set up Mega Textile Parks by the Ministry of Textiles is at the
stage of discussion.

The details of programmes initiated by Government to boost the textile industry and
the incentives given for textile workers are placed below:-

(i)         Knitting and Knitwear Sector: In order to boost production in knitting and
knitwear clusters, Government has launched a separate scheme for
development of Knitting and Knitwear Sectorto boost production in knitting and
knitwear cluster at Ludhiana, Kolkata and Tirupur.

(ii)        Government is implementing Amended Technology Up-gradation Fund
Scheme (ATUFS) for technology up-gradation of the textile industry to
incentivize production with an outlay of Rs.17,822 crore during 2016-2022. It is
expected to attract investment of Rs.1 lakh crore and generate 35.62 lakhs
employment in the textile sector by 2022.

 (iii)      Government has launched a special package of Rs.6000 crore in 2016
to boost investment, employment and exports in the garmenting and made-ups
sector with the following components viz., (i) full refund is provided under
Remission of State Levies (ROSL) to the exporters for the State level taxes; (ii)
production linked additional incentive of 10% is provided under the Amended
Technology Up-gradation Fund Scheme (ATUFS).

 (iv)      Scheme for Integrated Textile Park (SITP): Government of India grant
with a ceiling limit of Rs. 40 crore for setting up textiles parks for creation of
world class infrastructure facilities for setting up of textile units.
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 (v)       National Handloom Development Programme, Comprehensive
Handloom Cluster Development Scheme, Handloom Weaver Comprehensive
Welfare Scheme and Yarn Supply Schemes under which financial assistance is
provided for raw material purchase, looms and accessories, design innovation,
product diversification, infrastructure development, skill upgradation, marketing
of handloom products & loans at concessional rate etc. for enhancing
production and boost the textile sector.

 (vi)      National Handicrafts Development Programme (NHDP) and
Comprehensive Handicraft Cluster Development Schemes aims at holistic
development of handicrafts clusters through integrated approach by providing
support on design, technology up-gradation, infrastructure development, market
support etc.

 (vii)     PowerTex India: A comprehensive scheme for Powerloom sector with
components relating to Powerloom up-gradation, infrastructure creation,
concessional access to credit, etc.

 (viii)    Silk Samagra – An integrated Scheme for development of silk industry
with components of research & development, transfer of technology, seed
organization and coordination, market development, quality certification and
export.

 (ix)     Jute ICARE for increasing the income of farmers by at least 50% through
promotion of certified seeds, better agronomic practices, use of microbial
reusing of Jute plant, retting to produce quality of jute, increase productivity and
to reduce the cost of jute production for the jute farmers.

 (x)       North East Region Textile Promotion Scheme (NERTPS) for promoting
textiles industry in the NER by providing infrastructure, capacity building and
marketing support to all segments of textile industry.

This information was given in a written reply by the Union Minister of Textiles Smt.
Smriti Zubin Irani in Rajya Sabha today.

 

****

APS/SG/RC

The Government is implementing Scheme for Integrated Textile Park (SITP) which is
demand driven and it provides support for creation of world-class infrastructure
facilities for setting up of textile units, with a Government of India grant upto 40% of
the project cost and Government of India grant upto 90% of the project cost for first
two projects (each) in the States of Arunachal Pradesh, Assam, Manipur, Meghalaya,
Mizoram, Nagaland, Tripura, Sikkim, Himachal Pradesh, Uttarakhand and Union
Territory of Jammu & Kashmir and Union Territory of Ladakh; with ceiling limit of Rs.
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40.00 crores for each textile park. The Special Purpose Vehicle (SPV) formed by the
representatives of local industry, Financial Institutions, State Industrial and
Infrastructural Corporations and other agencies of State and Central Governments
registered as a Corporate Body under Companies Act would submit their proposal
directly to the Ministry for consideration. SITP is thus a demand driven scheme. No
representation is pending from Textile ‘Industry’ Federation from any State for
development of textile industry and textile parks in their State.

Further, the proposal to set up Mega Textile Parks by the Ministry of Textiles is at the
stage of discussion.

The details of programmes initiated by Government to boost the textile industry and
the incentives given for textile workers are placed below:-

(i)         Knitting and Knitwear Sector: In order to boost production in knitting and
knitwear clusters, Government has launched a separate scheme for
development of Knitting and Knitwear Sectorto boost production in knitting and
knitwear cluster at Ludhiana, Kolkata and Tirupur.

(ii)        Government is implementing Amended Technology Up-gradation Fund
Scheme (ATUFS) for technology up-gradation of the textile industry to
incentivize production with an outlay of Rs.17,822 crore during 2016-2022. It is
expected to attract investment of Rs.1 lakh crore and generate 35.62 lakhs
employment in the textile sector by 2022.

 (iii)      Government has launched a special package of Rs.6000 crore in 2016
to boost investment, employment and exports in the garmenting and made-ups
sector with the following components viz., (i) full refund is provided under
Remission of State Levies (ROSL) to the exporters for the State level taxes; (ii)
production linked additional incentive of 10% is provided under the Amended
Technology Up-gradation Fund Scheme (ATUFS).

 (iv)      Scheme for Integrated Textile Park (SITP): Government of India grant
with a ceiling limit of Rs. 40 crore for setting up textiles parks for creation of
world class infrastructure facilities for setting up of textile units.

 (v)       National Handloom Development Programme, Comprehensive
Handloom Cluster Development Scheme, Handloom Weaver Comprehensive
Welfare Scheme and Yarn Supply Schemes under which financial assistance is
provided for raw material purchase, looms and accessories, design innovation,
product diversification, infrastructure development, skill upgradation, marketing
of handloom products & loans at concessional rate etc. for enhancing
production and boost the textile sector.

 (vi)      National Handicrafts Development Programme (NHDP) and
Comprehensive Handicraft Cluster Development Schemes aims at holistic
development of handicrafts clusters through integrated approach by providing
support on design, technology up-gradation, infrastructure development, market
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support etc.

 (vii)     PowerTex India: A comprehensive scheme for Powerloom sector with
components relating to Powerloom up-gradation, infrastructure creation,
concessional access to credit, etc.

 (viii)    Silk Samagra – An integrated Scheme for development of silk industry
with components of research & development, transfer of technology, seed
organization and coordination, market development, quality certification and
export.

 (ix)     Jute ICARE for increasing the income of farmers by at least 50% through
promotion of certified seeds, better agronomic practices, use of microbial
reusing of Jute plant, retting to produce quality of jute, increase productivity and
to reduce the cost of jute production for the jute farmers.

 (x)       North East Region Textile Promotion Scheme (NERTPS) for promoting
textiles industry in the NER by providing infrastructure, capacity building and
marketing support to all segments of textile industry.

This information was given in a written reply by the Union Minister of Textiles Smt.
Smriti Zubin Irani in Rajya Sabha today.
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Source : www.thehindu.com Date : 2020-09-19

MARKET FAILURE: THE HINDU EDITORIAL ON
AGRICULTURE SECTOR REFORMS

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

The ambitious initiative of the Narendra Modi government to bring about far-reaching reform in
agriculture has run into severe weather, mainly over fears that the free market philosophy at its
core could spell the end of MSPs for produce that has so far been centrally procured by the
government. An allied party’s Minister, Harsimrat Kaur Badal (Akali Dal) has resigned in protest,
and there is a strong pushback from farmers against three Bills that seek to replace ordinances
issued in June, on key aspects of the farm economy — trade in agricultural commodities, price
assurance, farm services including contracts, and stock limits for essential commodities. The
opposition to the Bills, particularly on trade, flows from the position, articulated by Punjab, that
agriculture and markets are State subjects, and there should be no tinkering with the MSP and
Agricultural Produce Market Committees (APMC), that form the backbone of existing trading
arrangements. Several States have already liberalised agricultural marketing, amending their
APMC Acts, and some have allowed regulated private commerce including direct marketing.
Yet, provisions in the Farmers’ Produce Trade and Commerce (Promotion and Facilitation) Bill,
2020, providing for unfettered commerce in designated trade areas outside APMC jurisdictions
without levy of any fee, and more generally, empowering the Centre to issue orders to States in
furtherance of the law’s objectives, have alarmed States. A challenge has been mounted by
Rajasthan, declaring central warehouses as procurement centres under its APMC Act, and
therefore required to pay a market fee to the State.

Mr. Modi has characterised the arguments as misleading, promising that the MSP system will
continue. This is welcome, but the new dispensation cannot bring cheer to small farmers, who
form the majority and whose access levels to markets under the APMC system are at the rate of
one for an area of 434.48 sq. km on average — well below the recommendation of the National
Commission on Farmers (NCF), at one market for 80 sq. km. There is evidence also that mere
liberalisation does not lead to private investment in new markets. When Bihar removed the
APMC system, markets suffered loss of fee revenue, with no significant private investments in
the sector. If the Centre’s intent is to strengthen competition, it should massively fund the
expansion of the APMC market system, removing trade cartels, and providing farmers good
roads, logistics of scale and real time information. Rather than opt for heavy centralisation, the
emphasis should be on empowering farmers through State Farmers Commissions
recommended by the NCF, to bring about a speedy government response to issues. Without
strong institutional arrangements, laissez-faire policy may harm lakhs of unorganised small
farmers, who have been remarkably productive and shored up the economy even during a
pandemic.
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Source : www.pib.gov.in Date : 2020-09-19

IMPLEMENTATION OF IM-PDS SCHEME
Relevant for: Indian Economy | Topic: Public Distribution System: Objectives, Functioning, Limitations &

Revamping

The main objective of the “Integrated Management of Public Distribution System (IM-PDS)”
scheme is to introduce nation-wide portability of ration cards under National Food Security Act,
2013 (NFSA) through 'One Nation One Ration Card' plan with an objective to enable migrant
beneficiaries to lift their entitled quota of foodgrains from any Fair Price Shop (FPS) of their
choice anywhere in the country by using their existing/same ration card after biometric/Aadhaar
authentication on electronic Point of Sale (ePoS) device. Most of the States/UTs have shown
their willingness to implement this facility and have shared their ration cards data under NFSA
with the Central Repository of ration cards/beneficiaries’ setup by this Department. Presently,
this facility is enabled in 26 States/UTs covering about 65 Cr. beneficiaries, nearly 80% of total
NFSA population in the country.

Further, it is targeted achieve the integration of all States/UTs by 31.03.2021; however
integration of remaining 10 States/UTs, namely – A&N Islands, Arunachal Pradesh, Assam,
Chhattisgarh, Delhi, Meghalaya, Tamil Nadu, West Bengal, Chandigarh and Puducherry
depends on their readiness to implement the same in terms of installation of ePoS devices at
FPSs, enablement of biometric/Aadhaar authentication of beneficiaries and other technical
aspects.

This information was given in a written reply by the Union Minister of State for Consumer
Affairs, Food and Public Distribution, Shri DanveRaosahebDadarao in Rajya Sabha today.

*****

APS/SG/MS

The main objective of the “Integrated Management of Public Distribution System (IM-PDS)”
scheme is to introduce nation-wide portability of ration cards under National Food Security Act,
2013 (NFSA) through 'One Nation One Ration Card' plan with an objective to enable migrant
beneficiaries to lift their entitled quota of foodgrains from any Fair Price Shop (FPS) of their
choice anywhere in the country by using their existing/same ration card after biometric/Aadhaar
authentication on electronic Point of Sale (ePoS) device. Most of the States/UTs have shown
their willingness to implement this facility and have shared their ration cards data under NFSA
with the Central Repository of ration cards/beneficiaries’ setup by this Department. Presently,
this facility is enabled in 26 States/UTs covering about 65 Cr. beneficiaries, nearly 80% of total
NFSA population in the country.

Further, it is targeted achieve the integration of all States/UTs by 31.03.2021; however
integration of remaining 10 States/UTs, namely – A&N Islands, Arunachal Pradesh, Assam,
Chhattisgarh, Delhi, Meghalaya, Tamil Nadu, West Bengal, Chandigarh and Puducherry
depends on their readiness to implement the same in terms of installation of ePoS devices at
FPSs, enablement of biometric/Aadhaar authentication of beneficiaries and other technical
aspects.

This information was given in a written reply by the Union Minister of State for Consumer
Affairs, Food and Public Distribution, Shri DanveRaosahebDadarao in Rajya Sabha today.

*****
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Source : www.pib.gov.in Date : 2020-09-20

SPICE+ PORTAL DEPLOYED BY MCA
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

incl. MSMEs and PSUs

The Ministry of Corporate Affairs (MCA) has notified and deployed a web-form namely ‘SPICe+’
(pronounced SPICe Plus) vide notification no. GSR 128 dated 18.02.2020 (effective from
23.02.2020) as a part of Government of India’s Ease of Doing Business (EODB) initiatives.  This
was stated by Shri Anurag Singh Thakur, Union Minister of State for Finance & Corporate Affairs
in a written reply to a question in Lok Sabha today.

Giving more details, Shri Thakur said that the said web-form offers 10 services by three Central
Government Ministries and Departments (Ministry of Corporate Affairs, Ministry of Labour &
Department of Revenue in the Ministry of Finance), one State Government (Maharashtra) and
various Banks, thereby saving procedures, time and cost for Starting a Business in India.

These 10 services are:-

 

Users may either choose to submit Part-A for reserving a name first and thereafter submit Part B
for incorporation & other registrations or file Part A and B together at one go for incorporating a
new company and availing the bouquet of registrations as above. The new web form facilitates
On-screen filing and real time data validation for seamless incorporation of companies.

Mentioning the benefits, the Minister stated in the written replt that after introduction of the
aforesaid new Web Form, the number of procedures has been reduced to 3 as against 10 earlier
and time has also been reduced to 4 days as against 18 days earlier for starting a Business in
the Country.

Further, vide notification no. 180(E) dated 06.03.2019 effective from 18.03.2019, this Ministry
has amended the Companies (Incorporation) Rules, 2014 whereby zero fee is being charged for
incorporation of all companies with authorized capital upto Rs. 15 lakh or upto 20 members
where no share capital is applicable, the Minister stated.

 

****

RM/KMN

The Ministry of Corporate Affairs (MCA) has notified and deployed a web-form namely ‘SPICe+’
(pronounced SPICe Plus) vide notification no. GSR 128 dated 18.02.2020 (effective from
23.02.2020) as a part of Government of India’s Ease of Doing Business (EODB) initiatives.  This
was stated by Shri Anurag Singh Thakur, Union Minister of State for Finance & Corporate Affairs
in a written reply to a question in Lok Sabha today.

Giving more details, Shri Thakur said that the said web-form offers 10 services by three Central
Government Ministries and Departments (Ministry of Corporate Affairs, Ministry of Labour &
Department of Revenue in the Ministry of Finance), one State Government (Maharashtra) and
various Banks, thereby saving procedures, time and cost for Starting a Business in India.
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These 10 services are:-

 

Users may either choose to submit Part-A for reserving a name first and thereafter submit Part B
for incorporation & other registrations or file Part A and B together at one go for incorporating a
new company and availing the bouquet of registrations as above. The new web form facilitates
On-screen filing and real time data validation for seamless incorporation of companies.

Mentioning the benefits, the Minister stated in the written replt that after introduction of the
aforesaid new Web Form, the number of procedures has been reduced to 3 as against 10 earlier
and time has also been reduced to 4 days as against 18 days earlier for starting a Business in
the Country.

Further, vide notification no. 180(E) dated 06.03.2019 effective from 18.03.2019, this Ministry
has amended the Companies (Incorporation) Rules, 2014 whereby zero fee is being charged for
incorporation of all companies with authorized capital upto Rs. 15 lakh or upto 20 members
where no share capital is applicable, the Minister stated.
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Source : www.prsindia.org Date : 2020-09-20

THE OCCUPATIONAL SAFETY, HEALTH AND
WORKING CONDITIONS CODE, 2019

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

Highlights of the Bill

The Code seeks to regulate health and safety conditions of workers in establishments with
10 or more workers, and in all mines and docks.
 

●

It subsumes and replaces 13 labour laws relating to safety, health and working conditions.
These laws include: Factories Act, 1948; Mines Act, 1952; Dock Workers Act, 1986;
Contract Labour Act, 1970; and Inter-State Migrant Workers Act, 1979.
 

●

Establishments covered by the Code are required to register with registering officers,
appointed by the central or state governments.
 

●

Welfare facilities, working conditions and work hours for different types of establishments
and workers will be prescribed by the central or state governments through rules.
 

●

The Code sets up occupational safety boards at the national and state level to advise the
central and state governments on the standards, rules, and regulations to be framed under
the Code.
 

●

The Code creates special provisions for certain classes of establishments such as factories,
mines, dock workers, and constructions workers. These include separate provisions on
licenses, safety regulations, and duties of employers. 

●

Key Issues and Analysis

The Second National Commission on Labour (2002) had recommended consolidation and
simplification of existing health and safety laws.  However, the Code continues to retain
special provisions for various categories of workers such as working journalists and sales
promotion employees.  The rationale for retaining such provisions is unclear.  

●

The Code covers workers employed in establishments with at least 10 workers or more. It
has been argued that size-based thresholds for applicability of labour laws helps in reducing
compliance burden for small establishments.  On the other hand, it has been argued that
occupational health and safety laws should cover all workers, to protect their basic rights.
 

●

The Code bars civil courts from hearing matters under the Code. Therefore, the only judicial
recourse for a person aggrieved under the Code is to file a writ petition before the relevant
High Court.  It can be argued that a bar on civil courts from hearing any matters under the
Code may result in the denial of an opportunity to challenge issues before a lower court.

●

PART A: HIGHLIGHTS OF THE BILL

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

With regard to health, safety and working conditions, the Commission noted that there are
several laws governing health and safety of workers.  It recommended the consolidation of these
laws into two codes; one universally applicable law to ensure safety at the workplace, and
another law containing minimum standards of working conditions, work hours and leaves.  It
recommended that sector-specific requirements (e.g. for factories or mines) may be
incorporated in regulations or manuals.2   

In this context, the Occupational Safety, Health and Working Conditions Code, 2019 was
introduced in Lok Sabha by the Minister of Labour and Employment, Mr. Santosh Kumar
Gangwar, on July 23, 2019.  Following this, it was referred to the Standing Committee on Labour
and Employment, on October 9, 2019. The Code seeks to regulate health and safety conditions
of workers in establishments with 10 or more workers, and in all mines and docks.  It subsumes
and replaces 13 existing labour laws relating to safety, health and working conditions.

Key Features

The Code consolidates 13 Acts regulating health safety and working conditions.  These laws
cover factories, mines, dock workers, building and construction workers, plantation labour,
contract labour, inter-state migrant workers, working journalists, motor transport workers, sales
promotion employees, and cine workers.  The Annexure to this Brief compares the key
provisions of the Code with the provisions of these Acts.

Coverage, license and registration

Coverage: The Code applies to establishments employing at least 10 workers, and to
all mines and docks. It does not apply to apprentices.  Further, certain provisions of
the Code such as health and working conditions, apply to all employees.  Employees
include workers and all other persons employed in a managerial, administrative, or
supervisory role (with monthly wage of at least Rs 15,000).  
 

●

License and registration: Establishments covered by the Code are required to
register within 60 days (of the commencement of the Code) with registering officers,
appointed by the central or state government. Further, some establishments such as
factories and mines, and those hiring workers such as beedi and cigar workers, may
be required to obtain additional licenses to operate.

●

Rights and duties of employees and employers

Duties of employers: Duties include: (i) providing a workplace that is free from
hazards that may cause injury or diseases, (ii) providing free annual health
examinations to employees in notified establishments, (iii) issuing appointment
letters to employees, and (iv) informing relevant authorities in case an accident at the

●



Page 167

cr
ac

kIA
S.co

m

workplace leads to death or serious bodily injury of an employee. Additional duties
are prescribed for employers in factories, mines, docks, plantations, and building and
construction work, including provision of a risk-free work environment, and
instructing employees on safety protocols.
 
Duties of consultants: Manufacturers, importers, designers and suppliers must
ensure that any article created or provided by them for use in an establishment is
safe, and provide information on its proper handling.  Further, architects, engineers
and designers must ensure any structure designed by them can be safely executed
and maintained.
 

●

Rights and duties of employees: Duties include taking care of their own health and
safety, complying with safety and health standards, and reporting unsafe work
incidents to the Inspector.  Employees also have certain rights including the right to
obtain information on safety and health standards from the employer.

●

Work hours and leave

Work hours: Work hours for different classes of establishment and employees will be
notified by the central or state government.  For overtime work, the worker must be
paid twice the rate of daily wages.  Prior consent of workers is required for overtime
work.  Female workers may work past 7 pm and before 6 am with their consent, and if
approved by the government.  Journalists cannot work more than 144 hours in four
weeks.
 

●

Leave: Workers cannot be required to work for more than six days a week.  Further,
they must receive one day of leave for every 20 days of work per year. 

●

Working conditions and welfare facilities

Working conditions: Working conditions will be notified by the central government.
Conditions may include hygienic work environment, clean drinking water, and toilets.
 

●

Welfare facilities: Welfare facilities such as canteens, first aid boxes, and crèches,
may be provided as per standards notified by the central government. Additional
facilities may be specified for factories, mines, docks, and building and construction
work such as welfare officers, and temporary housing.
 

●

The Code includes three schedules containing lists of: (i) 29 diseases that the employer is
required to notify the authorities of, in case a worker contracts them, (ii) 78 safety matters
that the government may regulate, and (iii) 29 industries involving hazardous processes.
The lists may be amended by the central government.

●

Relevant Authorities

Inspector-cum-facilitators: The duties of Inspector-cum-Facilitators include inquiring
into accidents, and conducting inspections. They have additional powers in the case
of factories, mines, docks and building and construction workers which include; (i)
reducing the number of employees working in sections of the establishment, and (ii)
prohibiting work in dangerous situations.
 

●
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Advisory Bodies: The central and state governments will set up Occupational Safety
and Health Advisory Boards at the national and state level, respectively. These
Boards will advise the central and state governments on the standards, rules, and
regulations to be framed under the Code.
 

●

Safety Committees: The appropriate government may require constitution of safety
committees in certain establishments, and for a certain class of workers. The
committees will be composed of representatives of the employer and the workers. 
The number of employer representatives cannot exceed the employee
representatives.  These committees will function as a liaison between employers and
employees.  

●

Offences and Penalties

The Code specifies various offences. An offence that leads to the death of an employee will
be punishable with imprisonment of up to two years, or fine up to five lakh rupees, or both.
 Further, courts may direct that at least 50% of such fine be given as compensation to the
heirs of the victim.  For any other violation where the penalty is not specified, the employer
will be punished with a fine between two and three lakh rupees.  If an employee violates
provisions of the Code, he will be subject to a fine of up to Rs 10,000.  First-time offences
which are not punishable with imprisonment, can be settled for up to 50% of the maximum
fine. 

●

 

PART B: KEY ISSUES AND ANALYSIS

Rationale for some special provisions unclear  

The Code replaces 13 laws regulating health, safety and working conditions of workers.  The
National Commission on Labour, 2002 recommended consolidation and simplification of these
laws.2  Further, the Statement of Objects and Reasons of the Code states that it seeks to
simplify and amalgamate the provisions of the 13 Acts.[3]  While the Code consolidates existing
Acts, it falls short of simplifying their provisions. We illustrate this below.

The Code contains general provisions which apply to all establishments.  These include
provisions on registration, filing of returns, and duties of employers.  However, it also includes
additional provisions that apply to specific type of workers such as those in factories and mines,
or as audio-visual workers, journalists, sales promotion employees, contract labour and
construction workers. 

It may be argued that special provisions on health and safety are required for certain categories
of hazard-prone establishments such as factories and mines.  It may be necessary to allow only
licensed establishments to operate factories and mines.  Similarly, special provisions may be
required for specific categories of vulnerable workers such as contract labour and migrant
workers.  However, the rationale for mandating special provisions for other workers is not clear. 

For example, the Code requires that any person suffering from deafness or giddiness may not
be employed in construction activity which involve a risk of accident.  The question is why such a
general safety requirement is not provided for all workers.  Similarly, the Code provides for
registration of employment contracts for audio-visual workers, raising the question of why there
is a special treatment for this category.
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Further, the Code specifies additional leave for sales promotion employees. It also specifies that
working journalists cannot be made to work more than 144 hours in four weeks (i.e. an average
of 36 hours per week).  For all other workers covered under the Code, the minimum leave and
maximum work hours is prescribed through rules.  The rationale for differential treatment with
regard to working conditions between working journalists and sales promotion employees on the
one hand, and all other workers on the other hand, is unclear.

Note that, if any sector-specific provisions are needed, the Code empowers the government to
notify them.

Table 1 below sets out the general provisions in the Code applicable to all workers and the
additional special provisions applicable to specific categories of workers and establishments
under the Code. 

Table 1: Comparison of the general provisions and special provisions in the Code

Feature General Provisions Specific provisions

Duties of
Employers

Duties include
providing a safe
workplace, issuing
appointment letters,
and complying with
the provisions of the
Code.

●

 

Factories, mines, docks, plantation and construction:
Employer must provide a risk-free workplace and instruct
employees on safety protocol.

●

Inter-state migrant workers: Employer must notify specified
authority of both states in the case of fatal accidents and
serious bodily harm.

●

Mines: The owner and agent of the mine will be jointly
responsible for providing a safe work environment.

●

Working
conditions
and welfare
facilities

To be notified by the
appropriate
government. These
may include bathing
spaces, canteens,
and first aid boxes.

●

Factories, mines, plantation, construction, and motor
transport undertakings: Appropriate government may require
provision of added facilities like ambulance rooms, welfare
officers, and temporary housing.

●

Factories, mines, plantation, and motor transport
undertakings: Appropriate government may appoint medical
officers to examine, certify, and supervise the health of
workers.

●

Factories involved in hazardous processes: Maximum
permissible limits of exposure to chemical and toxic
substances in manufacturing processes will be prescribed by
state government.  Further, it may specify medical
examinations for workers, among other facilities.

●

Interstate migrant workers: Employers must provide suitable
conditions of work, medical facilities, housing, displacement
and journey allowance.

●

Dangerous
operations

No general provision
for hazardous and
dangerous
operations.

●

Factories involved in hazardous processes: Emergency
standards may be set. The National Advisory Board may give
recommendations in cases of extraordinary occurrences. 

●

Inspector

Inspector-cum-
Facilitators may
inquire into accidents
and conduct
inspections, among

●

Factories, mines, docks, and construction work: Inspector-
cum-Facilitators may limit number of employees working or
prohibit work in an establishment, if it appears that workers
are in danger.

●
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others.

License and
Registration

All establishments
with ten or more
workers must
register with the
appropriate
government.

●

Factories: Additional licenses and registration may be
required.

●

Beedi workers and contract labour: License required for
beedi and cigar establishments (except for family
establishments).  Contractors must either obtain a five-year
license or obtain work-specific licenses. 

●

Audio-visual workers: A signed agreement between the
employer and worker must be registered with the
government.

●

Work hours
To be notified by the
government.

● Working Journalists: Work hours cannot exceed 144 hours in
4 weeks.  

●

Leave

Workers are entitled
to one day off for
every 20 days of
work and one day off
every week.

●

Sales promotion employees are entitled to leave for 1/11th of
time on duty, and medical leave for 1/18th of time on duty. 
Motor transport workers are entitled to one day off in every 10
days, in certain cases.

●

Disability
No general provision
in the Code.

●

Construction work: No employer can hire workers with
defective vision, deafness, or a tendency for giddiness, if
there is a risk of accident.

●

Age
No person below the
age of 14 may be
allowed to work.

●

Mines: No worker below the age of 18 or apprentice/trainee
below the age of 16, may work in a mine.

●

Sources: Occupational Safety, Health and Working Conditions Code, 2019; PRS.

Certain workers not covered under the Code

The Code covers establishments with 10 or more workers.  It excludes establishments with less
than 10 workers.  This raises the question of whether workers in smaller establishments should
be covered by health and safety laws.  

It has been argued that application of labour laws based on the number of employees is
desirable to reduce the compliance burden on infant industries and to promote their economic
growth.[4],[5]  To promote the growth of smaller establishments, some states have amended
their labour laws to increase the threshold of their application.  For instance, Rajasthan has
increased the threshold of applicability of the Factories Act, 1948, from 10 workers to 20 workers
(if power is used), and from 20 workers to 40 workers (if power is not used).  Note that a similar
amendment was proposed in the Factories (Amendment) Bill, 2014, which lapsed with the
dissolution of the 16th Lok Sabha.   

On the other hand, it has also been argued that such low numeric thresholds may create
adverse incentives for establishments sizes to remain small, in order to avoid complying with
labour regulation.4,5  Also, some have argued that a law on health and safety should cover
workers in all establishments, to protect their basic rights against unsafe work practices.2,4  In
this regard, the NCL had recommended three laws - one which contained broad health and
safety regulations applicable to all establishments, and two other laws on working conditions and
welfare facilities: one for larger establishments (hiring 20 or more workers) and the other for
smaller establishments (hiring less than 20 workers).  In the third law, it prescribed less stringent
provisions for conditions such as welfare facilities in order to reduce the compliance burden on
smaller establishments.
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Note that most countries do not exempt smaller enterprises from labour regulation entirely.  The
International Labour Organisation (2005) notes that only 10% of its member states had
exempted micro and small enterprises from labour regulation altogether.[6]  Most countries
adopt a mixed approach to labour regulation.  For instance, health and safety laws in the United
States, United Kingdom, South Africa and Philippines provide universal coverage to all workers
(except for domestic help in the US and UK).7  However, certain obligations under these laws
are only applicable to enterprises with employees over a certain threshold.  For example, record-
keeping obligations for work-related accidents in the US only apply to establishments with at
least 10 employees.  In South Africa, only enterprises with 20 or more workers are required to
designate a health and safety representative.[7]  

Civil Court barred from hearing matters under the Code

The Code bars civil courts from hearing any matters under the Code.  In some matters where
persons are aggrieved by the orders of authorities such as, by the order of the Inspector-cum-
facilitator in the case of factories, or by the revocation of a license for contractors, the Code
provides for an administrative appellate authority to be notified.  However, it does not provide a
judicial mechanism for hearing disputes under the Code.  

Under the existing 13 health and safety laws, claims which affect the rights of workers such as
wages, work hours, and leave, are heard by labour courts and industrial tribunals.  However, the
Code bars the jurisdiction of civil courts, and does not specify that such disputes arising under it
may be heard by these labour courts and tribunals.  

Further, there may be other health and safety-related disputes.  For example, an employer may
wish to challenge an order passed by an Inspector which identified certain safety violations at
the workplace.  In such a case, the employer may file a case in the civil court for seeking remedy
against the orders passed by the Inspector.  Appeal may be filed before the High Court and
ultimately before the Supreme Court.  However, the Code bars civil courts from hearing any
dispute under the Code.  As a result, employers who are aggrieved by the orders of the
Inspector and by the notified administrative appellate authority will not be able to challenge it in a
civil court.  The only recourse available to them would be to directly file a writ petition before the
relevant High Court.  It can be argued that the bar on civil courts from hearing matters under the
Code may deny aggrieved persons an opportunity to challenge certain issues before a lower
court. 

Wages not defined in the Code

The Code refers to “wages” in provisions relating to overtime work and calculation of leave.
 However, it does not define the term.  Different laws contain varying definitions of the term
‘wages’.  For instance, the Code on Wages, 2019 defines ‘wages’ to include basic pay, dearness
allowance and retaining allowance, whereas the definition of wages in the Payment of Gratuity
Act, 1972 does not include retaining allowance.  It is unclear as to which definition of ‘wages’ will
apply to the Code.  This may lead to uncertainty in the interpretation of the term for the purpose
of calculating overtime wages and earned leave.    

Several matters left for notification by the government

The Code makes provisions for various welfare facilities, health and safety standards, and work
hours for workers.  However, it does not specify the standards but empowers the appropriate
government to notify them.  The Acts which are being subsumed by the Code specify these
standards.  For example, the Acts governing factories, mines, and beedi workers, specify
maximum work hours of 9 hours per day and 48 hours per week.  Similarly, some of these laws
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make provisions for drinking water, washrooms, and first aid facilities.  The question is whether
minimum requirements should be specified in the Code itself on matters such as work hours,
safety standards, and working conditions (e.g. washrooms and drinking water).   

Note that one of the provisions of the Code overlaps with the Maternity Benefit Act, 1961 (which
is not being subsumed by the Code).  The Code states that the central government may make
rules to provide for crèches in establishments with more than 50 workers, i.e. it is not
mandatory.  The Maternity Benefit Act, 1961 makes the provision of crèches mandatory in such
establishments.

Annexure: Comparison of the Code with the laws being subsumed

Table 2 below compares the key provisions of the Code with the provisions of the 13 Acts it
proposes to subsume.  The 13 Acts are:  Factories Act, 1948; Mines Act, 1952; Dock Workers
(Safety, Health and Welfare) Act, 1986; Building and Other Construction Workers (Regulation of
Employment and Conditions of Service) Act, 1996; Plantations Labour Act, 1951; Contract
Labour (Regulation and Abolition) Act, 1970; Inter-State Migrant Workmen (Regulation of
Employment and Conditions of Service) Act, 1979; Working Journalist and other Newspaper
Employees (Conditions of Service and Miscellaneous Provision) Act, 1955; Working Journalist
(Fixation of Rates of Wages) Act, 1958; Motor Transport Workers Act, 1961; Sales Promotion
Employees (Condition of Service) Act, 1976; Beedi and Cigar Workers (Conditions of
Employment) Act, 1966; and Cine Workers and Cinema Theatre Workers Act, 1981. 

Table 2:  Comparison of existing laws with the Code

Feat
ures

Existing Laws 2019 Code

Cov
erag
e
and
regi
stra
tion

Different Acts cover establishments based
on various thresholds of workers.  Further,
some Acts require establishments to
obtain registrations or licenses.  These
include Acts covering factories
(threshold: 10 workers with power and 20
without power), motor transport workers
(threshold: 5 or more workers), contract
labour (threshold: 20 or more contract
labour). 

●

The Code applies to establishments
employing 10 workers or more, and all
mines and docks. Establishments
covered by the Code are required to
register.

●

Factories will need an additional
license. Contractors hiring 20 or more
workers may obtain a license of 5
years. For beedi workers, license
validity is extended from 1 year to 3
years. 

●

Aut
hori
ties

Inspectors can carry out surprise checks,
and inquire into accidents, among other
powers. 

●

Mines, building and construction
workers, dock workers, contract
labour:  Advisory committees/boards
may be constituted to advise
government on matters under the Act.

●

Inspectors-cum-facilitators can carry out
inspections, and inquire into accidents.

●

Occupational Safety and Health Advisory
Boards will be set up at the national and
state level to advise central and state
governments on framing of rules and
regulations.

●

Duti
es

Factories Act: Employers must ensure
safety in handling, storage and
transport of hazardous articles, and
provide instruction and training to
ensure the health and safety of all

● The duties of employers include: (i)
providing a workplace that is free from
hazards that may cause injury or
diseases, and (ii) issuing appointment
letters to employees. 

●
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workers.
Inter-state migrant workmen:
Contractor is required to furnish details
of migrant workmen to authorities,
issue them a pass-book, and report to
the authorities in case of accidents. 

●

Contract Labour:  Contractor to
provide welfare facilities. 

●

Additional duties of employers in
factories, mines, docks, plantations,
and building and construction work,
include: (i) providing a risk-free
workplace, and (ii) training of employees.

●

Contract Labour:  Employer to provide
welfare facilities. 

●

Wor
k
hou
rs
and
leav
e

Factories, mines, and beedi and cigar
workers:  No worker can work for more
than 6 days a week.  Maximum work
hours are 48 hours/week, or 9
hours/day (8 hours for underground
mines).  Further, workers are entitled to
receive paid annual leave for at least
one in 20 days spent on duty.

●

Overtime work will be eligible for twice the
wage.

●

Working journalists cannot work for
more than 144 hours in four weeks. 
Sales promotion employees are
entitled to earned leave for 1/11th of
time on duty, and medical leave (of
50% wages) for 1/18th of time on duty.

●

No worker may work for more than 6 days
a week.  Exceptions may be provided for
motor transport workers.  Government
will notify maximum hours of work for
establishments.  Further, workers are
entitled to receive paid annual leave for at
least one in 20 days of the period spent
on duty.

●

Overtime work will be eligible for twice the
wage. 

●

Working journalists cannot work for
more than 144 hours in four weeks. 
Sales promotion employees are
entitled to earned leave for 1/11th of
time spent on duty, and medical leave
(of 50% wages) for 1/18th of time on
duty.

●

Heal
th
and
welf
are
facil
ities

Different Acts make provisions for different
welfare facilities.  Illustrative list provided
below.

●

Mines, plantations, and building
workers: Provisions for drinking water,
toilets, and first aid.

●

Beedi and cigar workers:  Provisions
for ventilation, overcrowding, canteens
and creches.

●

Plantation and building workers: 
Provisions for canteens, creches, and
housing facilities.

●

Working conditions will be notified by the
central government. These may include;
a hygienic work environment, clean
drinking water, and toilets.

●

Other welfare facilities may be prescribed
by the central government. These may
include; canteens, first aid boxes, and
creches.

●

Spe
cial
pro
visi
ons

Factories:  Women may work between
6am and 7pm only in plantations, beedi
and cigar establishments, factories,
and mines (women may not work
underground in mines). 

●

Female workers, with their consent, may
work past 7pm and before 6am.

●

Children below 14 years of age are
prohibited from working.

●

Offe
nce
s
and
Pen
altie
s

Factories, motor transport
undertakings, beedi and cigar
factories, contract labour, and inter-
state migrant workers:  Offences
include: (i) obstructing an inspector in
discharge of his duty; and (ii) violating
conditions of employment.  Penalties

● Offences: (i) obstructing discharge of
duties of Inspector, punishable with
imprisonment upto 3 months and fine
upto 1 lakh rupees, (ii) death of
employee, punishable with imprisonment
upto 2 years, or fine upto 5 lakh rupees,
or both, (iii) where penalty is not

●
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vary between imprisonment of one
month to two years along with fines
between one hundred rupees to five
thousand rupees. 

specified, fine on employer of 2-3 lakh
rupees, and (iv) if employee violates
provisions of the Code, fine upto Rs
10,000.

Sources: Respective 13 Acts; 2019 Code; PRS.
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Source : www.thehindu.com Date : 2020-09-21

IT’S A NO GREEN SIGNAL FROM THE FARM WORLD
Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

In a virtual rally, the Prime Minister blamed the Opposition parties for misleading farmers about
the three Bills on agriculture, in Parliament. While the Opposition may have taken up the cudgels
recently, the fact is that farmers have been protesting against the Bills ever since it was
promulgated as ordinances in June. These are The Farmers' Produce Trade and Commerce
(Promotion and Facilitation) Bill, 2020, the Farmers (Empowerment and Protection) Agreement
of Price Assurance and Farm Services Bill, 2020, and the Essential Commodities (Amendment)
Bill, 2020. The resignation of Food Processing Industries Minister (and Shiromani Akali Dal MP),
Harsimrat Kaur Badal, from the Union Cabinet, and dissenting voices from various mass
organisations affiliated to the Rashtriya Swayamsevak Sangh suggest that the opposition to the
Bills may not be politically motivated; rather, it may be a reflection of the genuine concerns of
farmers.

In brief, the Bills aim to do away with government interference in agricultural trade by creating
trading areas free of middlemen and government taxes outside the structure of Agricultural
Produce Market Committees (APMCs) along with removing restrictions of private stockholding of
agricultural produce. Attempts to reform the APMC are not new and have been part of the
agenda of successive governments for the last two decades. Most farmer organisations also
agree that there is excessive political interference and there is need for reform as far as
functioning of mandis are concerned.

Parliament proceedings | Rajya Sabha passes two farm Bills amid fierce protests

Several reforms at the level of the central government as well as at the State level have been
introduced and welcomed by farmers. However, in this particular case, the issue is not about the
Bills; it is also about the process of their introduction. As was pointed out by Ms. Badal, the
government has failed to have or hold any discussion with the various stakeholders including
farmers and middlemen. This is also true when it comes to consultation with State governments
even though the subject of trade and agriculture are part of subjects on the State list. The
attempt to pass the Bills without proper consultation adds to the mistrust among various
stakeholders including State governments. While the lack of consultation has certainly added to
the element of mistrust between the government and farmers, some of the issues raised by
farmer organisations are also genuine; recent trends in agricultural prices and incomes have
only confirmed these fears.

While farmer organisations see these Bills as part of the larger agenda of corporatisation of
agriculture and a withdrawal of government support, the immediate concern has been the
attempt to weaken the APMC mandis and eventual withdrawal of the Minimum Support Prices
(MSP) guaranteed by the government. Although the government has clarified that these Bills do
not imply withdrawal of procurement by the State at MSP, there is a genuine fear among farmers
about the true intentions of the government. The mistrust is not unfounded given the track record
of this government on many issues including demonetisation of 2016, the introduction of Goods
and Services Tax and so on. There may not be direct evidence of crony capitalism, but the
entry, in a big way, of two of the biggest corporate groups (Adani and Reliance) in food and
agricultural retail and the timing of the Bills have not gone unnoticed.

Also read | We will move the courts against anti-farmer bills: Amarinder Singh

The idea of allowing greater participation of traders and farmers outside the APMC has already

https://www.thehindu.com/news/national/other-states/farmers-being-misled-over-agriculture-bills-says-modi/article32639110.ece
https://www.thehindu.com/news/national/explainer-why-are-the-agriculture-bills-being-opposed/article32618641.ece
https://www.thehindu.com/news/national/other-states/harsimrat-kaur-badal-quits-union-cabinet-in-protest-against-two-agri-bills/article32632373.ece
https://www.thehindu.com/news/national/parliament-proceedings-rajya-sabha-passes-2-farm-bills-amid-ruckus-by-opposition-mps/article32652947.ece?homepage=true
https://www.thehindu.com/news/national/other-states/we-will-move-the-courts-against-anti-farmer-bills-says-amarinder-singh/article32654581.ece
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been in place in different form. Even otherwise, APMCs account for less than a fourth of total
agricultural trade. But APMCs do play an important role of price discovery essential for
agricultural trade and production choices. The vilification of APMCs and the middlemen who
facilitate trade in these mandis is a poor reflection of the understanding of functioning of
agricultural markets. The middlemen are a part of the larger ecosystem of agricultural trade, with
deep links between farmers and traders. Most farmers are familiar with the functioning of mandis
and see it as an essential part of agricultural trade despite shortcomings. While the proposed
Bills do not do away with the APMC mandis, the preference for corporate interests at the cost of
farmers’ interests and a lack of regulation in these non-APMC mandis are cause for concern.
The absence of any regulation in non-APMC mandis is being seen as a precursor to the
withdrawal of the guarantee of MSP-based procurement.

Also read | Highways blocked as farmers’ protests continue in Haryana, Punjab

The dominant concern in this regard has been expressed by farmers in Punjab and Haryana.
Farmers in these States have genuine concern about the continuance of the MSP-based public
procurement given the large-scale procurement operations in these States. These fears gain
strength with the experience of States such as Bihar which abolished APMCs in 2006. After the
abolition of mandis, farmers in Bihar on average received lower prices compared to the MSP for
most crops. For example, as against the MSP of 1,850 a quintal for maize, most farmers in Bihar
reported selling their produce at less than 1,000 a quintal. Despite the shortcomings and
regional variations, farmers still see the APMC mandis as essential to ensuring the survival of
MSP regime.

Comment | Hardly the 1991 moment for agriculture

While retail prices have remained high, data from the Wholesale Price Index (WPI) suggest a
deceleration in farm gate prices for most agricultural produce. This has happened despite
increased procurement through the MSP-based regime for paddy and wheat. Decline in basmati
rice prices by more than 30% and despite higher international prices suggests the limitation of
market intervention in raising farm gate prices. For most crops where MSP-led procurement is
non-existent, the decline has been sharper. Even cash crops such as cotton have seen a
collapse in prices in the absence of government intervention. With rising input costs, farmers do
not see the market providing them remunerative prices. At the same time, ad hoc interventions
by government such as raising import duties on masur and a ban on onion exports also raise
suspicion about the intent of the government to leave the price discovery mechanism on the
market. The protests by farmers are essentially a reflection of the mistrust between farmers and
the stated objective of these reforms.

Himanshu is Associate Professor, Centre for Economic Studies and Planning, School of Social
Sciences, Jawaharlal Nehru University, New Delhi
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Source : www.pib.gov.in Date : 2020-09-21

PARLIAMENT PASSES THE FARMERS' PRODUCE
TRADE AND COMMERCE (PROMOTION AND
FACILITATION) BILL, 2020 AND THE FARMERS
(EMPOWERMENT AND PROTECTION) AGREEMENT OF
PRICE ASSURANCE AND FARM SERVICES BILL, 2020

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

Parliament today passed two bills aimed at transforming agriculture in the country and raising
farmers’ incomes. The Farmers' Produce Trade and Commerce (Promotion and Facilitation) Bill,
2020 and The Farmers (Empowerment and Protection) Agreement of Price Assurance and Farm
Services Bill, 2020 which were passed by Lok Sabha on 17th September 2020, were passed by
the Rajya Sabha also today. The Bills were introduced in Lok Sabha on 14th September 2020
by Union Minister of Agriculture & Farmers’ Welfare, Rural Development & Panchayati Raj, Shri
Narendra Singh Tomar, to replace ordinances promulgated on 5th June 2020.

Speaking about the Bills, Shri Narendra Singh Tomar said that the Government under Prime
Minister Shri Narendra Modi has taken several landmark decisions in last six years to ensure
that farmers get remunerative prices for their produce, and for raising farmers’ incomes and
livelihood status. He again clarified that the procurement at Minimum Support Price will continue,
assurance for this has been given by Hon’ble Prime Minister himself, rate of MSP has been
increased considerably during 2014-2020 and MSP for coming Rabi season will be announced
in coming week. The Union Agriculture Minister said that full protection has been ensured to
farmers in these legislations.

The Farmers' Produce Trade and Commerce (Promotion and Facilitation) Bill, 2020

 

Main provisions –

Doubts –

Clarification –

 

The Farmers (Empowerment and Protection) Agreement of Price Assurance and Farm
Services Bill, 2020

 

Main provisions –

 

 

Doubts –
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Source : www.prsindia.org Date : 2020-09-22

THE OCCUPATIONAL SAFETY, HEALTH AND
WORKING CONDITIONS CODE, 2020

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

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

In 2019, the Ministry of Labour and Employment introduced four Bills to consolidate 29 central
laws.  These Codes regulate: (i) Wages, (ii) Industrial Relations, (iii) Social Security, and (iv)
Occupational Safety, Health and Working Conditions.  While the Code on Wages, 2019 has
been passed by Parliament, Bills on the other three areas were referred to the Standing
Committee on Labour.  The Standing Committee has submitted its report on all three Bills.[3] 
 The government has replaced these Bills with new ones on September 19, 2020.   

In this note, we first compare some significant changes made in the 2020 Bills as compared to
the 2019 versions.  Then we discuss some of the significant issues to consider regarding the
three Bills.

PART A: Comparison of key provisions of the 2019 Bills and 2020 Bills

The following section discusses key changes in the 2019 Labour Bills (which have been
withdrawn) and compares them with the new Labour Bills that the government introduced in Lok
Sabha on September 19, 2020.

A.1 Common Changes across the 2020 Labour Codes

Appropriate government for Central PSUs: The 2019 Bills provided that the central
government will act as the appropriate government for any central public sector
undertaking (PSUs).   The 2020 Bills add that the central government will continue to
be the appropriate government for a central PSU even if the holding of the central
government in that PSU becomes less than 50% post the commencement of the
Bills.
 

■

Appropriate government for certain specified industries: The 2019 Bills specified
that the central government would be the appropriate government for certain
industries including railways, mines, telecom, and banking.  The 2020 Bills add that
the central government will also be the appropriate government for any “Controlled
Industry” (that the government may specify).   A Controlled Industry has been
defined (in the Bills on Occupational Safety and Industrial Relations) as an industry
on which the control of the Union has been declared by any Central Act in public
interest.

■
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Compounding of offences punishable with imprisonment: The 2019 Bills allowed for
compounding (settling) of offences which were not punishable with imprisonment,
or with imprisonment and fine, subject to certain conditions.  Compounding was
allowed for a sum of 50% of the maximum fine provided for the offence.  The 2020
Bills on Industrial Relations and Social Security state that the offences punishable
with imprisonment up to one year or with fine will be compoundable.   For offences
with fine, compounding is allowed for a sum of 50% of the maximum fine provided
for the offence.   For offences with imprisonment, compounding is allowed for a sum
of 75%.  In the Bill on Occupational Safety, 50% may be compounded where a
‘penalty’ is levied (e.g., for non-maintenance of registers) and 75% for ‘offences’
(e.g., for falsification of records).

■

A.2 Code on Industrial Relations, 2020

Exemption

The appropriate government may exempt any new industrial establishment or class of
establishments from the provisions of the Code in public interest.

■

Standing Orders

Applicability of standing orders: The 2019 Bill provided that all industrial
establishment with 100 workers or more must prepare standing orders on the
matters listed in a Schedule to the Code.  These matters relate to: (i) classification of
workers, (ii) manner of informing workers about work hours, holidays, paydays, and
wage rates, (iii) termination of employment, and (iv) grievance redressal
mechanisms for workers.  The 2020 Bill provides that this will apply to
establishments with at least 300 workers.
 

■

Powers to the central government to revise the threshold: The 2019 Bill provided
that the central government may make the provisions related to standing orders
applicable to establishments with less than 100 workers through a notification.   The
2020 Bill removes this provision.   
 

■

Change in employee strength: The 2019 Bill provided that once an establishment is
covered under the provisions related to standing orders, these provisions will
continue to apply even if its employee strength reduces below the threshold (100
workers) at any time thereafter.   The 2020 Bill removes this requirement.

■

Closure, lay-off and retrenchment

Prior permission of the government: Under the 2019 Bill, an establishment having at
least 100 workers was required to seek prior permission of the government before
closure, lay-off, or retrenchment.  Lay-off refers to an employer’s inability to
continue giving employment to a worker in the face of adverse business conditions.
 Retrenchment refers to the termination of service of a worker for any reason other
than disciplinary action.  The 2020 Bill provides that prior permission will be
required for establishments with at least 300 workers.
 

■

Powers to the central government to revise the threshold: The 2019 Bill empowered■
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the government to increase or decrease the threshold for the establishments to seek
prior permission before closure, lay-off or retrenchment.  The 2020 Bill only allows
an increase in the threshold through notification.

Negotiating Union and Council

Sole Negotiating Union: Under the 2019 Bill, if there were more than one registered
trade union of workers functioning in an establishment, the trade union having more
than 75% of the workers as members would be recognised as the sole negotiating
union.  The 2020 Bill lowers this threshold to 51% of workers.
 

■

Negotiation Council: In case no trade union is eligible as sole negotiating union, the
2019 Bill provided that a negotiating council will be formed consisting of
representatives of unions that have at least 10% of the workers as members.  The
2020 Bill raises this threshold to 20%.

■

New provision under the Bill

Disputes relating to termination of individual worker:   The 2020 Bill classifies any
dispute in relation to discharge, dismissal, retrenchment, or otherwise termination of
the services of an individual worker to be an industrial dispute.  The worker may
apply to the Industrial Tribunal for adjudication of the dispute.  The worker may
apply to the Tribunal 45 days after the application for the conciliation of the dispute
was made.

■

A.3 Code on Social Security, 2020

Social security entitlements

The 2019 Bill mandated social security for certain establishments, based on thresholds,
such as the size of the establishment and income ceilings.   The 2020 Bill states that the
central government may, by notification, apply the Code to any establishment (subject to
size-threshold as may be notified).  
 

■

Further, under the 2019 Bill, the government could notify schemes for unorganised sector
workers (such as home-based and self-employed workers), gig workers, and platform
workers.  Gig workers refer to workers outside the traditional employer-employee
relationship.  Platform workers are those who access organisations or individuals through
an online platform and provide services or solve specific problems.  The 2020 Bill makes
the following changes for such workers:

■

Social security funds for unorganised workers, gig workers and platform workers:
 The 2019 Bill empowered the central government to set up social security funds for
unorganised workers, gig workers and platform workers.  The 2020 Bill states that the
central government will set up such a fund.  Further, state governments will also set
up and administer separate social security funds for unorganised workers.  The 2020
Bill also makes provisions for registration of all three categories of workers -
unorganised workers, gig workers and platform workers.   
 

-

National Social Security for gig workers and platform workers:  The 2019 Bill
provided for the establishment of a national and various state-level boards for

-
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administering schemes for unorganised sector workers.  The 2020 Bill states that in
addition to unorganised workers, the National Social Security Board may also act as
the Board for the purposes of welfare of gig workers and platform workers and can
recommend and monitor schemes for gig workers and platform workers.  In such
cases, the Board will comprise of a different set of members including: (i) five
representatives of aggregators, nominated by the central government, (ii) five
representatives of gig workers and platform workers, nominated by the central
government, (iii) Director General of the ESIC, and (iv) five representatives of state
governments.    
 
Role of aggregators:  The 2020 Bill clarifies that schemes for gig workers and
platform workers may be funded through a combination of contributions from the
central government, state governments, and aggregators.  For this purpose, the Bill
specifies a list of aggregators in Schedule 7.  These mention nine categories
including ride sharing services, food and grocery delivery services, content and
media services, and e-marketplaces.  Any contribution from such an aggregator may
be at a rate notified by the government falling between 1-2% of the annual turnover of
the aggregators.  However, such contribution cannot exceed 5% of the amount paid
or payable by an aggregator to gig workers and platform workers.  

-

Changes in definitions:  The 2020 Bill changes the definitions of certain terms in the
Code.   These include: (i) expanding the definition of ‘employees’ to include workers
employed through contractors, (ii) expanding the definition of “inter-state migrant
workers” to include self-employed workers from another state, (iii) expanding the
definition of “platform worker” to additional categories of services or activities as
may be notified by the government, (iv) expanding the definition of audio-visual
productions to include films, web-based serials, talk shows, reality shows and
sports shows, and (v), exempting construction works from the ambit of “building or
other construction work” if the total cost of construction work exceeds Rs 50 lakhs
(and if they employ more than a certain notified number of workers). 
 

■

Term of eligibility for gratuity:   Under the 2019 Bill, gratuity was payable on the
termination of employment, if the employee has been in the organisation for at least
five years.  The 2020 Bill reduces the gratuity period from five years to three years
for working journalists.  

■

Provisions on appeals, assessment, and offences and penalties

Appeals:  Under the 2019 Bill, authorised officers were empowered to conduct
inquiries and decide: (i) disputes regarding the applicability of the provisions of
provident fund (PF) and employee state insurance (ESI) to certain establishments,
and (ii) determine amounts due from employers under these heads.  Any aggrieved
party could file for a review of the order.  The 2020 Bill removes the provisions for
such review.  
 

■

Determination of escaped amounts:  Under the 2019 Bill, after passing orders, the
authorized officer could, within five years of the order, reopen any case and pass
further orders to re-determine the amounts due from the employer if he had reason
to believe that: (i) certain amounts had escaped his notice because of failure of the

■
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employer to disclose relevant documents/facts, or (ii) certain amounts had escaped
his determination because of information received consequently.  The 2020 Bill
removes this provision. 
 
Offences and penalties:  The 2020 Bill changes the penalties for certain offences.
 For example, the maximum imprisonment for obstructing an inspector from
performing his duty has been reduced from one year to six months.   Similarly, the
penalty for unlawfully deducting the employer’s contribution from the employee’s
wages has been changed from imprisonment of one year or fine of Rs 50,000 to only
fine of Rs 50,000.  

■

Other changes 

Composition of boards for unorganised workers:   The Bill expands the
representation of central government officials in the National Social Security Board
for unorganised workers from five members to 10 members (taking the total count of
members from 37 in the 2019 Bill to 42 in the 2020 Bill).  Similarly, the number of
state government officials in the state Boards for unorganised workers has been
increased from seven to 10 members (taking the total members from 31 in the 2019
Bill to 34 in the 2020 Bill). 
 

■

Additional powers during an epidemic:  The 2020 Bill adds new clauses which may
become applicable in the cases of an epidemic.  For example, the central
government may defer or reduce the employer’s or employee’s contributions (under
PF and ESI) for a period of up to three months in the case of a pandemic, endemic,
or national disaster. 

■

A.4 Code on Occupational Safety, Health and Working Conditions, 2020

Exemption

The 2019 Bill permitted the appropriate government to exempt any establishment or class
of establishment from any provisions of the Code.  The 2020 Bill empowers the state
government to exempt any new factory from the provisions of the Code in order to create
more economic activity and employment.

■

Threshold for coverage of establishments

Factory:  The 2019 Bill defined a factory as any premises where manufacturing
process is carried out and it employs more than: (i) 10 workers, if the process is
carried out using power, or (ii) 20 workers, if it is carried out without using power.
 This was same as the Factories Act, 1948, which is being subsumed by the Bill.  The
2020 Code increases the threshold to: (i) 20 workers for premises where the
manufacturing process is carried out using power, and (ii) 40 workers for premises
where it is carried out without using power.
 

■

The 2019 Bill excluded mines from the definition of a factory.  The 2020 Bill removes this
provision.
 

■

Establishments engaged in hazardous activity:  The 2019 Bill defines an
establishment as a place where any business, trade, or occupation is carried out

■
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with 10 or more workers.  The 2020 Bill includes all establishments where any
hazardous activity is carried out regardless of the number of workers.
 
Contract workers:  The 2019 Bill applied to establishments or contractors employing
20 or more contract workers (on any day in the last one year).  It also allowed the
appropriate government to notify a lower threshold for this purpose.   The 2020 Bill
replaces this provision.   It specifies that the Code will apply to establishments or
contractors employing 50 or more workers (on any day in the last one year).
 

■

The 2019 Bill empowered the government to prohibit employment of contract labour in
some cases including where: (i) the work is of a perennial nature, or (ii) the work performed
by contract workers is necessary for the business carried out by the establishment, or (iii)
the same work is carried out by regular workmen in the establishment.  The 2020 Bill
instead prohibits contract labour in core activities, except where: (i) the normal functioning
of the establishment is such that the activity is ordinarily done through contractor, (ii) the
activities are such that they do not require full time workers for the major portion of the day,
or (iii) there is a sudden increase in the volume work in the core activity which needs to be
completed in a specified time.  
 

■

The appropriate government will decide whether an activity of the establishment is a core
activity or not.   However, the Bill defines a list of non-core activities where the prohibition
would not apply.  This includes a list of 11 works including: (i) sanitation workers, (ii)
security services, and (iii) any activity of intermittent nature even if that constitutes a core
activity of an establishment.  
 

■

The Bill allows the appropriate government to exempt contractors from the provisions of the
Bill in case of an emergency, subject to such conditions as may be notified. 
 

■

The 2019 Bill provided that it will not be applicable to the offices of the central and state
governments.  The 2020 Bill clarifies that the Code will apply to contract labour engaged
through a contractor in the offices of the central and state governments (where the
respective government is the principal employer).

■

Building or other construction work:  Under the 2019 Bill, construction works
employing 10 or more workers were considered as building or other construction
works.  The 2020 Bill removes this condition.

■

Work hours and employment conditions

Daily work hour limit:  The 2019 Bill allowed the appropriate government to notify the
maximum daily work hours for workers.  The 2020 Bill fixes the maximum limit at
eight hours per day.
 

■

Employment of women:  The 2019 Bill allowed the appropriate government to
prohibit employment of women for undertaking dangerous operations.  The
2020 Bill provides that women will be entitled to be employed in all establishments
for all types of work under the Bill.  It also provides that in case they are required to
work in hazardous or dangerous operations, the government may require the
employer to provide adequate safeguards prior to their employment.

■
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Inter-state migrant workers and unorganized workers

Definition:  The 2019 Bill defined inter-state migrant worker as a person who: (i) has
been recruited by an employer or contractor for working in another state, and (ii)
draws wages within the maximum amount notified by the central government.  The
2020 Bill adds that any person who moves on his own to another state and obtains
employment there will also be considered an inter-state migrant worker.   The
2020 Bill also specifies that only those persons will be considered as inter-state
migrants who are earning a maximum of Rs 18,000 per month, or such higher
amount which the central government may notify. 

■

Benefits for inter-state migrant workers:  The 2020 Bill provides for certain benefits
for inter-state migrant workers.  These include: (i) option to avail the benefits of the
public distribution system either in the native state or the state of employment, (ii)
availability of benefits available under the building and other construction cess fund
in the state of employment, and (iii) insurance and provident fund benefits available
to other workers in the same establishment.
 

■

Displacement allowance:  The 2019 Bill required contractors to pay a displacement
allowance to inter-state migrant workers at the time of their recruitment, which was
equivalent to 50% of the monthly wages.  The 2020 Bill removes this provision.
 

■

Database for inter-state migrant workers:  The 2020 Bill requires the central and
state governments to maintain or record the details of inter-state migrant workers in
a portal.  An inter-state migrant worker can register himself on the portal on the
basis of self-declaration and Aadhaar.

■

Social Security Fund:  The 2020 Bill provides for the establishment of a Social
Security Fund for the welfare of unorganised workers.  The amount collected from
certain penalties under the Code (including the amount collected through
compounding) will be credited to the Fund.  The government may prescribe other
sources as well for transferring money to the Fund.

■

PART B: Issues to consider 

B.1 Some common issues across the three Labour Bills

Definition of ‘appropriate government’ 

All three Labour Bills specify that the central government will act as the appropriate government
for any central public sector undertaking (PSUs).  The central government will continue to be the
appropriate government for a central PSU even if the holding of the central government in that
PSU becomes less than 50%.  It is unclear as to why the central government should continue to
exercise jurisdiction over an establishment in which it does not own controlling stake (even in
cases where it has sold its entire stake).  Note that while examining the earlier versions of the
Codes on Industrial Relations and Social Security, the Committee had recommended  that the
central government should exercise powers only over those PSUs in which it has more than
50% stake.3

Delegated Legislation 
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Under the Constitution, the legislature has the power to make laws and the government is
responsible for implementing them.  Often, the legislature enacts a law covering the general
principles and policies, and delegates detailed rule-making to the government to allow for
expediency and flexibility.  However, certain functions and powers should not be delegated to
the government.   These include framing the legislative policy to determine the principles of the
law.  Any Rule should also remain within the scope of the delegating Act.  

The three labour Bills delegate various essential aspects of the laws to the government through
rule-making.  These include: (i) increasing the threshold for lay-offs, retrenchment, and closure,
(ii) setting thresholds for applicability of different social security schemes to establishments, and
(iii) specifying safety standards, and working conditions to be provided by establishments under
the occupational safety Code.  The question is whether the power to decide such matters should
be retained by the legislature or whether these could be delegated to with the government.

While examining the 2019 Social Security Bill, the Standing Committee on Labour had noted
that the Bill delegates various aspects for rule-making by the government, especially in relation
to defining the entitlements, benefits and contributions under the Bill.3  It suggested that the
Ministry review all such instances of delegation in the Bill.   

Power to exempt establishments

The 2020 Bill on Industrial Relations provides the government with the power to exempt any new
industrial establishment or class of establishment from any or all of its provisions if it is in public
interest.  The 2020 Bill on Occupational Safety also gives the appropriate government the power
to exempt any establishment for a period to be specified in the notification.  Further, it enables
the state government to exempt any new factory from its provision in the interest of creating
more economic activity and employment.  Note that the Factories Act, 1948 permitted
exemptions from its provisions only in cases of public emergency, and limited such exemption to
three months.

Therefore, the central and the state government have wide discretion in providing exemptions
from these Bills.  Every factory would generate employment, and public interest could be
interpreted broadly.   The exemptions could cover a wide range of provisions including those
related to hours of work, safety standards, retrenchment process, collective bargaining rights,
contract labour.

Certain workers not covered under the Bills 

The Bill on Industrial Relations applies to all establishments, with separate thresholds for layoffs,
retrenchment and closure, and for requirement of standing orders.  On the other hand, the Bills
on social security and occupational safety continue to apply to establishments over a certain
size - the Occupational Safety Bill covers establishments with 10 or more workers while the Bill
on Social Security requires only establishments over a certain size (typically, 10 or 20) to
provide mandatory benefits (such as provident fund and pension).  Further, the Bills on industrial
relations and occupational safety allow the government to exempt any new establishment from
their provisions in public interest.  This raises the question of the extent to which establishments
should be covered by the Bills.  

It has been argued that the application of labour laws based on the number of employees is
desirable to reduce the compliance burden on infant industries and to promote their economic
growth.[4],[5]   However, low numeric thresholds may create adverse incentives for
establishments sizes to remain small, in order to avoid complying with labour regulation.4,5  To
promote the growth of smaller establishments, some states have amended their labour laws to
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increase the threshold of their application.  For instance, Rajasthan has increased the threshold
of applicability of the Factories Act, 1948, from 10 workers to 20 workers (if power is used), and
from 20 workers to 40 workers (if power is not used).  The Economic Survey (2018-19) noted
that increased thresholds for certain labour laws in Rajasthan resulted in an increase in growth
of total output in the state and total output per factory.5  Note that the Bill on Occupational Safety
makes similar changes to the size to the thresholds for factories - from 10 workers to 20 workers
(if power is used), and from 20 workers to 40 workers (if power is not used).  Further, it
increases the threshold of applicability of provisions regulating use of contract labour from 20
workers to 50 workers.   

On the other hand, some have argued that basic provisions for enforcement of wages, provision
of social security, safety at the workplace, and decent working conditions, should apply to all
establishments, regardless of size.2,4  Towards, this the 2020 Bill on Occupational Safety states
that the applicability thresholds (of 10 or above) will not apply in those establishments in which
hazardous or life-threatening activities (as notified by the central government) are being carried
out.  The Standing Committee while examining the earlier versions of the Bills on Occupational
Safety and Social Security stated that: (i) the Occupational Safety Code should include a
mechanism to notify provisions to safeguard the health and safety of unorganised workers and
insert chapters in the Code specifying the safety, health and working conditions for inter-state
migrant workers and plantation workers, (ii) the Social Security Code should provide a
framework to achieve universal social security within a definite time frame.  It made several
recommendations towards expanding coverage.3  While the 2020 Occupational Safety Bill
incorporates the recommendations of the Committee (provides for a social security fund for
unorganised workers and adds separate chapters for migrant and plantation workers), the 2020
Social Security Bill does not address them.  

In this regard, the 2nd National Commission on Labour (2002) had recommended a separate law
for small scale units (having less than 20 workers) with less stringent provisions for conditions
such as payment of wages, welfare facilities, social security, retrenchment and closure, and
resolution of disputes.  For unorganised sector establishments (which fall outside the purview of
labour laws), the National Commission for Enterprises in the Unorganised Sector (NCEUS)
made several recommendations to address the social security and minimum conditions of work
for both agricultural and non-agricultural workers and suggested two Bills – one for each
sector.[6]  Note that the Economic Survey (2018-19) estimates that almost 93% of the total
workforce is informal.5  

Note that most countries do not exempt smaller enterprises from labour regulation entirely.   The
International Labour Organisation (2005) notes that only 10% of its member states had
exempted micro and small enterprises from labour regulation altogether.[7]  Most countries
adopt a mixed approach to labour regulation.  For instance, health and safety laws in the United
States, United Kingdom, South Africa and Philippines provide universal coverage to all workers
(except for domestic help in the US and UK).8  However, certain obligations under these laws
are only applicable to enterprises with employees over a certain threshold.  For example, record-
keeping obligations for work-related accidents in the US only apply to establishments with at
least 10 employees or in “low hazard” industries.  In South Africa, only enterprises with 20 or
more workers are required to designate a health and safety representative.[8]  

B.2 Key Issues in the Industrial Relations Code, 2020 

Strikes and lock-outs may become difficult for all establishments

The 2020 Bill requires all persons to give a prior notice of 14 days before a strike or lock-out.
 This notice is valid for a maximum of 60 days.  The Bill also prohibits strikes and lock-outs: (i)
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during and up to seven days after a conciliation proceeding, and (ii) during and up to sixty days
after proceedings before a tribunal.  This may impact the ability of workers to strike and
employers to lock-out workers.  

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

The Industrial Disputes Act, 1947 contains similar provisions for public utility services.  A public
utility service includes railways, airlines, and establishments that provide water, electricity, and
telephone service.  However, the National Commission on Labour (2002) had justified the
rationale of treating such industries differently, considering their impact on the lives of a vast
majority of people.2   The rationale for extending the provisions on notice to all establishments is
unclear.  The Standing Committee while examining an identical provision in the 2019 Bill had
recommended that the restriction on strikes should only apply to public utility services.3

Power to government to modify or reject tribunal awards

The 2020 Bill provides for the constitution of Industrial Tribunals and a National Industrial
Tribunal to decide disputes under the Bill.  It states that the awards passed by a Tribunal will be
enforceable on the expiry of 30 days.  However, the government can defer the enforcement of
the award in certain circumstances on public grounds affecting national economy or social
justice.   These circumstances are when: (i) the central or state government is a party to the
dispute in appeal, or (ii) the award has been given by a National Tribunal.  The appropriate
government can also make an order rejecting or modifying the award.   The notification and the
order will be tabled in the legislature.  The question is whether such a provision would violate the
principle of separation of powers between the executive and the judiciary, since it empowers the
government to change the decision of the tribunal through executive action.   Further, it raises
the question of whether there is a conflict of interest, as the government may modify an award
made by the Tribunal in a dispute in which it is a party.  

The Industrial Disputes Act, 1947 had similar provisions.  In 2011, the Madras High Court
(affirming a 1997 Andhra Pradesh High Court judgement) struck down these provisions on
constitutional grounds and held that the power to the executive to decline enforcing an award or
to modify it, allows the executive to sit in appeal over the decision of the Tribunal, and therefore
violates the separation of powers between the executive and the judiciary, which forms a part of
the basic structure of the Constitution.[9],[10]  This provision has been replicated in the Code.
 Therefore, it may violate the principle of separation of powers between the executive and the
judiciary.  The Standing Committee on Labour while examining an identical provision in the 2019
Bill had recommended removing this provision in view of these judgements.3 

Provisions for formation of a negotiation council may be restrictive

Under the 2020 Bill, a sole union will be the negotiation agent with the management of the
company.  If there is more than one registered trade union of workers, the trade union having
more than 51% of the workers as members would be recognised as the sole negotiating union.
 In case no trade union meets these criteria, a negotiating council will be formed with
representatives of unions that have at least 20% of the workers as members.  Note that trade
unions must have membership of at least 10% or workers or 100 workers, whichever is lesser,
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to be registered.   It is unclear as to what will happen in case there are multiple registered trade
unions which enjoy this support (of 10% of members) but no union has the required support of at
least 20% workers to participate in the negotiating council.  

Note that under the 2019 Bill, the threshold for participation in negotiating council was 10%
instead of 20%.  

Provisions on fixed term employment 

The 2020 Bill introduces provisions on fixed term employment.  Fixed term employment refers to
workers employed for a fixed duration based on a contract signed between the worker and the
employer.  Provisions for fixed term employment were introduced for central sphere
establishments in 2018.[11]  We discuss below the pros and cons of introducing fixed term
employment.  

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

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

The Standing Committee on Labour examined identical provisions in the 2019 Bill and
recommended the conditions under which, and areas where fixed term employment may be
utilised should be clearly specified.3  Further, a minimum and maximum tenure for hiring fixed
term employees should be specified.

The ILO (2016) noted that several countries restrict the use of fixed term contracts by: (i) limiting
renewal of employment contracts (e.g., Vietnam, Brazil and China allow two successive fixed
term contracts), (ii) limiting the duration of contract (e.g., Philippines and Botswana limit it up to a
year), or (iii) limiting the proportion of fixed term workers in the overall workforce (e.g., Italy limits
fixed term and agency workers to 20%).[12]  

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

Table 1: Comparison between fixed term employment, permanent employment and
contract labour
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Feature Fixed Term Employee Permanent Employee Contract Labour

Type of
employme
nt

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

■

On the payroll of the
establishment.

■

 

Employment directly
under a written
contract. 

■

On the payroll of the
establishment. 

■

Engaged in an
establishment through a
contractor or agency. 

■

Not on the payroll of the
establishment.

■

Term Stipulated fixed term. ■

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

■

Employed on a
permanent basis

■

Notice has to be
given for termination
of employment. 

■

Based on terms
negotiated with the
contractor. 

■

Nature of
work

Not specified.■ Hired for routine
work. 

■

 

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

■

Sources:  Contract Labour Act, 1970; Industrial Disputes Act, 1947; Notification GSR
976(E), Ministry of Labour and Employment, October 7, 2016, Notification GSR 235(E),
Ministry of Labour and Employment, March 16, 2018; 2020 Bill; PRS.   

Certain terms not defined in the Code 

The 2020 Bill defines a ‘worker’ as any person who work for hire or reward.  It excludes persons
employed in a managerial or administrative capacity, or in a supervisory capacity with wages
exceeding Rs 18,000.  However, it does not define the terms ‘manager’ or ‘supervisor’ in this
context.   These terms are also used in the remaining three labour Codes, i.e., on Occupational
Safety and Health, Wages and Social Security.  The Standing Committee which examined the
OSH Code recommended that the terms ‘supervisor’ and ‘manager’ be clearly defined in the Bill
as it determines the categories of persons who would be excluded from the definition of
‘workers’. 

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

B.3 Key Issues in the Code on Social Security, 2020

Purpose of the Bill

The 2020 Bill replaces nine laws related to social security.  The National Commission on Labour
(2002) (NCL) had emphasised the need for universal and comprehensive social security
coverage to avoid deprivation of basic needs of workers, and recommended the simplification
and consolidation of existing laws towards this end.2  The Statement of Objects and Reasons of
the Bill states that it seeks to simplify and amalgamate the provisions of these laws in line with
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the NCL recommendations.[13]

The NCL recommended that: (i) the social security system should apply to all establishments, (ii)
the existing wage ceilings for coverage should be removed, and (iii) there should be a functional
integration of the administration of existing schemes.  Further, every employer and employee
may make a single contribution for the provision of all the benefits, with a ceiling prescribed for
such contributions.  However, the Bill largely retains the current set up and does not fully
implement these recommendations.

First, the Bill continues to retain thresholds based on the size of establishment for making
certain benefits mandatory.  Benefits, such as pension and medical insurance, continue to be
mandatory only for establishments with a minimum number of employees (such as 10 or 20
employees).  All other categories of workers (i.e., unorganised workers), such as those working
in establishments with less than 10 employees and self-employed workers may be covered by
discretionary schemes notified by the government.  This is similar to the current system where
unorganised workers are governed by a different law (being subsumed by the Bill) under which
voluntary schemes are notified for such workers.[14]  A large numbers of workers may continue
to be excluded.  Note that the Periodic Labour Force Survey Report (2018-19) indicates that
70% of regular wage/salaried employees in the non-agricultural sector did not have a written
contract, and 52% did not have any social security benefit.[15]   

Second, the Bill continues to treat employees within the same establishment differently based on
the amount of wages earned.  For instance, provident fund, pension and medical insurance
benefits are only mandatory to employees earning above a certain threshold (as may be notified
by the government) in eligible establishments.  

Third, the Bill continues to retain the existing fragmented set up for the delivery of social security
benefits.   These include: (i) a Central Board of Trustees to administer the EPF, EPS and EDLI
Schemes, (ii) an Employees State Insurance Corporation to administer the ESI Scheme, (iii)
national and state-level Social Security Boards to administer schemes for unorganised workers,
and (iv) cess-based labour welfare boards for construction workers. 

The Standing Committee on Labour (2020) had examined the 2019 Bill with similar provisions
and recommended that the Code should provide a framework for achieving universal social
security within a definite time frame.3  It made several recommendations for expanding the
coverage of establishments, employees, and types of benefits.  These include: (i) re-considering
establishment-size based thresholds and expanding the definition of “establishment” to include
other enterprise categories such as agricultural and own account enterprises, (ii) expanding
definitions of “employees” to include Asha and Anganwadi workers, and “unorganised workers”
to include agricultural workers, (iii) creating a separate fund for inter-state migrant workers, (iv)
introducing unemployment insurance for unorganised workers and (v) and re-introducing labour
welfare funds for workers in certain industries such as iron ore mines and beedi establishments.
 

Table 2 below compares the 2019 Bill, the recommendations of the NCL, the recommendations
of the Standing Committee, and the extent to which the 2020 Bill incorporated these changes.    

Table 2: Comparison of Bill with existing laws and NCL recommendations 

Featur
e

NCL Recommendations 2019 Bill Standing Committee
Recommendations

2020 Bill

Coverage Move from the■ Ret■ Code does not■ Standing■
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current
fragmented social
security system to
an
integrated univers
al one with: (i)
mandatory state-
funded social
security for the
poor, (ii)
contribution-
based system for
workers earning
up to a certain
wage (with part
state-subsidy for
unorganised
workers), and (iii)
voluntary
schemes for
others. 

ain
s
cov
era
ge
as
per
exi
stin
g
law
s,
wit
h
limi
ted
mo
difi
cati
ons
.
The
Bill
add
itio
nall
y
per
mit
s
the
gov
ern
me
nt
to
fra
me
sch
em
es
for
gig
wor
ker
s
and
plat

■

clearly define
benefits and
entitlements for
several
categories of
workers. 
Code should
provide a
framework to
achieve universal
social security for
all workers with
firm entitlements
and within a
defined time
frame.     

■

Committe
e
recomme
ndations
not
addresse
d
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for
m
wor
ker
s.

Registration Move from
differing
registration
requirements to a
comprehensive
system of
registration of
workers and
establishments.

■ Est
abli
sh
me
nts
to
regi
ster
wit
h
res
pec
tive
org
ani
sati
ons
.

■

Aa
dha
ar-
bas
ed
regi
stra
tion
for
all
elig
ible
wor
ker
s. 

■

Provide for a
unified
registration and
compliance
platform.     All
establishments
should
mandatorily
register with a
single authority.
   

■ Standing
Committe
e
recomme
ndations
not
addresse
d

■

Portability  Address lack of
portability by
issuing cards with
unique social
security number
to enable
portability

■ No
exp
licit
pro
visi
on
for
port
abil

■ Provide for
common
“minimum
mandatory
entitlements”
across states for
construction and
unorganised
workers to

■ Standing
Committe
e
recomme
ndations
not
addresse
d

■
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ity
of
ben
efit
s.

enable
portability.  
Ensure portability
for migrant
workers.  

■

Delivery Move to a
decentralised
mechanism with:
(i) national
authority chaired
by the Prime
Minister, (ii)
central board for
managing the
scheme, (iii) state
boards for
delivery and
implementation,
and (iv) local
committees for
identification and
registration of
beneficiaries.

■ The
Bill
reta
ins
the
sa
me
org
ani
sati
ona
l
set
up
as
und
er
exi
stin
g
law
s.

■ Code continues
with the existing
fragmented
structure for
delivery of
benefits.
 Committee
recommended
that
the government
consider putting
in place a more
compact system
of governance of
social security.

■ Standing
Committe
e
recomme
ndations
not
addresse
d

■

Sources: Existing social security Acts; 2nd Report of NCL; Report of the Standing
Committee on the 2019 Bill; 2019 Bill; 2020 Bill; PRS.   

Provisions on gig workers and platforms workers are unclear 

The 2020 Bill introduces definitions for ‘gig worker’ and ‘platform worker’.  Gig workers refer to
workers outside the “traditional employer-employee relationship”.  Platform workers are those
who are outside the “traditional employer-employee relationship” and access organisations or
individuals through an online platform and provide services for payment.  The Bill also creates
provisions for unorganised workers.  An unorganised worker is defined as one who works in the
unorganised sector, and includes workers not covered by the Industrial Disputes Act, 1947, or
other provisions of the Bill (such as provident fund or gratuity).   It also includes self-employed
workers.   The Bill mandates different schemes for all these categories of workers.  However,
there may be some overlap between their definitions.  We illustrate this below. 

Consider the example of a driver working for an app-based taxi aggregator.  Here, there is no
employee-employer relationship.  For example, appointment letters are not issued, social
security benefits are absent, work hours are not regulated by the employer, and the driver may
choose to work for a competitor taxi aggregator.  Therefore, the nature of the work involved may
lie outside the purview of a ‘traditional employer-employee relationship’, making him a ‘gig
worker’.  However, the driver is able to pursue this job only through an online platform.   This
would meet the definition of a ‘platform worker’ as well.  Such a driver may also be an
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‘unorganised worker’ as he may be self-employed.  With such overlap across definitions, it is
unclear how schemes specific to these categories of workers will apply.  The Standing
Committee on Labour examined similar provisions in the 2019 Bill and recommended:
(i) expanding the definition of “unorganised workers” to include gig and platform workers, (ii)
making the definition of “gig worker” more specific to avoid misinterpretation, and (iii) expanding
the definition of “platform worker” to enable inclusion of future models of work.3  The 2020 Bill
only incorporates the last recommendation.  

Provisions on gratuity for fixed term workers unclear

Under the 2020 Bill, gratuity is payable if the employee has served a continuous period of five
years.  However, this time period will not apply if the contract term of a fixed term worker
expires.  The Bill further states that in the case of fixed term employment, the employer will pay
gratuity on a pro rata basis (i.e. proportionate to the fixed term period).   However, the Industrial
Relations Bill, 2020 while defining fixed term workers, states that such workers will be eligible for
gratuity only if they complete a one-year contract.  Therefore, the two Bills contain different
provisions on gratuity for fixed term workers and it is not clear whether a fixed term employee
with a contract of lesser than one year will be entitled to gratuity under the Code on Social
Security, 2020.

Mandatory linking with Aadhaar may violate Supreme Court judgement  

The 2020 Bill mandates an employee or a worker (including an unorganised worker) to provide
his Aadhaar number to receive social security benefits or to even avail services from a career
centre.   This may violate the Supreme Court’s Puttaswamy-II judgement.[16]  In its judgement,
the Court had ruled that the Aadhaar card/number may only be made mandatory for expenditure
on a subsidy, benefit or service incurred from the Consolidated Fund of India.  Applying this
principle, the Court has struck down the mandatory linking of bank accounts with Aadhaar.
 Since certain entitlements such as gratuity and provident fund (PF) are funded by employers
and employees and not by the Consolidated Fund of India, making Aadhaar mandatory for
availing such entitlements may violate the judgement.   Note that the Employees’ Provident
Fund Organisation (EPFO) had made Aadhaar linking with PF accounts mandatory in 2015.
 After the judgement, the EPFO issued orders against the enforcement of these provisions.[17] 
Further, the rationale for seeking mandatory linking of Aadhaar for availing career centre
services is unclear.  Note that while examining the provision on mandatory linking of Aadhaar for
registration of unorganised workers (in the 2019 Bill), the Standing Committee noted the
government’s assurance that this provision will be re-examined.3  

 Recommendations of the Standing Committee 

The Standing Committee on Labour (2020) had given certain other recommendations on the
2019 Bill.  Further, some of the Committee’s recommendations on the 2019 Occupational
Safety, Health and Working Conditions (OSH) Code, 2019, also applied to the 2019 Bill.  We
summarise these recommendations below and the extent to which the 2020 Bill incorporates
these recommendations:

Reduction in term for gratuity: Under the 2019 Bill, gratuity is payable if the
employee has served a continuous period of five years.   The Committee
recommended reducing this to one year and extending gratuity to all other
categories of workers including contract, seasonal, and piece-rate workers.3   The
2020 Bill only reduced gratuity entitlement for working journalists from five years to
three years. 

■
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Employment Exchanges:  One of the laws replaced by the 2019 Bill governs
employment exchanges, where certain employers are required to report vacancies
and job seekers may track openings.  The Committee noted that this law is not
connected with social security and recommended its removal from the Bill.  This
recommendation has not been incorporated in the 2020 Bill.
 

■

Social security for plantation workers:  The OSH Code contains health and safety
provisions for workers in plantations measuring at least five hectares.  In its report
on the OSH Code, the Committee noted an assurance of the Ministry that workers in
plantations measuring less than five hectares would be covered in the Code on
Social Security.  However, the definition of a “plantation” in the 2019 Bill retained the
five-hectare threshold.3  This recommendation has not been incorporated in the
2020 Bill. 

■

The 2020 Bill also defines the term ‘employer’ to mean a person who employs any persons and
specifically includes certain categories of workers.  In the case of a factory, employer means the
occupier of a factory, i.e., the person with ultimate control over the affairs of the company.  
However, the remaining three labour codes define the term ‘employer’ to include occupier as
well as the manager of the factory.  It is not clear why managers of factories have not been
included in the definition.  Further, the Bill also does not define certain terms used to define an
‘establishment’.  These include the terms ‘industry’, ‘trade’, ‘business’, ‘manufacture’ or
‘occupation’.   

B.4 Key Issues in the Code on Occupational Safety, Health and Working Conditions, 2020

Rationale for some special provisions unclear  

The 2020 Bill replaces 13 laws regulating health, safety and working conditions of workers.  The
National Commission on Labour (2002) recommended consolidation and simplification of these
laws.2  Further, the Statement of Objects and Reasons of the Bill states that it seeks to simplify
and amalgamate the provisions of the 13 Acts.[18]  While the Bill consolidates existing Acts, it
falls short of simplifying their provisions. We illustrate this below. 

The Bill contains general provisions which apply to all establishments.  These include provisions
on registration, filing of returns, and duties of employers.  However, it also includes additional
provisions that apply to specific type of workers such as those in factories and mines, or as
audio-visual workers, journalists, sales promotion employees, contract labour and construction
workers.  

It may be argued that special provisions on health and safety are required for certain categories
of hazard-prone establishments such as factories and mines.  It may be necessary to allow only
licensed establishments to operate factories and mines.   Similarly, special provisions may be
required for specific categories of vulnerable workers such as contract labour and migrant
workers.  However, the rationale for mandating special provisions for other workers is not clear.
  

For example, the Bill requires that any person suffering from deafness or giddiness may not be
employed in construction activity which involve a risk of accident.  The question is why such a
general safety requirement is not provided for all workers.   Similarly, the Bill provides for
registration of employment contracts for audio-visual workers, raising the question of why there
is a special treatment for this category.



Page 200

cr
ac

kIA
S.co

m

Further, the Bill specifies additional leave for sales promotion employees. It also specifies that
working journalists cannot be made to work more than 144 hours in four weeks (i.e. an average
of 36 hours per week).  For all other workers covered under the Bill, the minimum leave and
maximum work hours are prescribed through rules.  The rationale for differential treatment with
regard to working conditions between working journalists and sales promotion employees on the
one hand, and all other workers on the other hand, is unclear. 

Note that, if any sector-specific provisions are needed, the Bill empowers the government to
notify them.

Table 3 below sets out the general provisions in the Bill applicable to all workers and the
additional special provisions applicable to specific categories of workers and establishments
under the Bill.  

Table 3: Comparison of the general provisions and special provisions in the 2020 Bill

Feature General Provisions Specific provisions

Duties of
Employer
s

Duties include
providing a safe
workplace, issuing
appointment letters,
and complying with
the provisions of the
Code. 

■

 

Factories, mines, docks, plantation and
construction: Employer must provide a
risk-free workplace and instruct employees
on safety protocol.

■

Inter-state migrant
workers: Employers/contractors have to:
(i) notify specified authority of both states
in case of fatal accidents and serious
bodily harm, (ii) ensure suitable work
conditions, and (iii) extend medical check-
up and other benefits like provident fund
and ESI entitlements which other workers
in the establishment may be entitled to. 

■

Mines: The owner and agent of the mine
will be jointly responsible for providing a
safe work environment.

■

Working
condition
s and
welfare
facilities

To be notified by the
central government.
These may include
bathing spaces,
canteens, and first
aid boxes. 

■ Factories, mines, plantation, construction,
and motor transport
undertakings: Appropriate government
may require provision of added facilities
like ambulance rooms, welfare officers,
and temporary housing. 

■

Factories, mines, plantation, and motor
transport undertakings: Appropriate
government may appoint medical officers
to examine, certify, and supervise the
health of workers. 

■

Factories involved in hazardous
processes: Maximum permissible limits of
exposure to chemical and toxic
substances in manufacturing processes
will be prescribed by state government.

■
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 Further, it may specify medical
examinations for workers, among other
facilities. 
Interstate migrant workers: Employers
must provide suitable conditions of work,
medical facilities and journey allowance.
 They must also be given an option to avail
benefits of the public distribution system
in their native or destination state where
they may be employed.

■

Plantations: Employer to provide welfare
facilities such as housing accommodation,
creches, educational, health and
recreational facilities.

■

Dangerou
s
operation
s 

No general provision
for hazardous and
dangerous
operations.

■ Factories involved in hazardous
processes: Emergency standards may be
set. The National Advisory Board may give
recommendations in cases of
extraordinary occurrences.  

■

Plantations: Arrangements must be made
for the safety of workers in connection
with use, handling, storage and transport
of insecticides, pesticides and chemicals
and toxic substances. 

■

Inspector Inspector-cum-
Facilitators may
inquire into accidents
and conduct
inspections, among
others.

■ Factories, mines, docks, and construction
work: Inspector-cum-Facilitators may limit
number of employees working or prohibit
work in an establishment, if it appears that
workers are in danger.

■

Licenses
and other 
registrati
on
requireme
nts

All establishments
with ten or more
workers must register
with the appropriate
government.(or in
hazardous
establishments as
notified by the
government)

■ Factories: Additional licenses may be
required. 

■

Beedi workers and contract
labour: License required for beedi and
cigar establishments (except for family
establishments).  Contractors must either
obtain a five-year license or obtain work-
specific licenses.  

■

Audio-visual workers: A signed agreement
between the employer or contractor and
worker must be registered with the
government.

■

Work
hours

Maximum eight hours
per day.

■ Working Journalists: Work hours cannot
exceed 144 hours in 4 weeks.  

■

Leave Workers are entitled
to one day off for

■ Sales promotion employees and working
journalists are entitled to leave for 1/11th of

■
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every 20 days of
work and one day off
every week.

time on duty, and medical leave for 1/18th

of time on duty.  Motor transport
workers are entitled to one day off in every
10 days, in certain cases. 

Disability No general provision
in the Code.

■ Construction work: No employer can hire
workers with defective vision, deafness, or
a tendency for giddiness, if there is a risk
of accident.

■

Age  No person below the
age of 14 may be
allowed to work. 

■ Mines: No worker below the age of 18 or
apprentice/trainee below the age of 16,
may work in a mine. 

■

Sources: Bill on Occupational Safety, Health and Working Conditions, 2020; PRS. 

Civil Court barred from hearing matters under the Code 

The 2020 Bill bars civil courts from hearing any matters under the Bill.  In some matters where
persons are aggrieved by the orders of authorities such as, by the order of the Inspector-cum-
facilitator in the case of factories, or by the revocation of a license for contractors, the Bill
provides for an administrative appellate authority to be notified.  However, it does not provide a
judicial mechanism for hearing disputes under the Bill.  

Under the existing 13 health and safety laws, claims which affect the rights of workers such as
wages, work hours, and leave, are heard by labour courts and industrial tribunals.  However, the
Bill bars the jurisdiction of civil courts, and does not specify that such disputes arising under it
may be heard by these labour courts and tribunals.  

Further, there may be other health and safety-related disputes.   For example, an employer may
wish to challenge an order passed by an Inspector which identified certain safety violations at
the workplace.  In such a case, the employer may file a case in the civil court for seeking remedy
against the orders passed by the Inspector.  Appeal may be filed before the High Court and
ultimately before the Supreme Court.  However, the Bill bars civil courts from hearing any
dispute under the Bill.  As a result, employers who are aggrieved by the orders of the Inspector
and by the notified administrative appellate authority will not be able to challenge it in a civil
court.  The only recourse available to them would be to directly file a writ petition before the
relevant High Court.  It can be argued that the bar on civil courts from hearing matters under the
Bill may deny aggrieved persons an opportunity to challenge certain issues before a lower court.
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THE INDUSTRIAL RELATIONS CODE, 2020
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

incl. MSMEs and PSUs

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

In 2019, the Ministry of Labour and Employment introduced four Bills to consolidate 29 central
laws.  These Codes regulate: (i) Wages, (ii) Industrial Relations, (iii) Social Security, and (iv)
Occupational Safety, Health and Working Conditions.  While the Code on Wages, 2019 has
been passed by Parliament, Bills on the other three areas were referred to the Standing
Committee on Labour.  The Standing Committee has submitted its report on all three Bills.[3] 
 The government has replaced these Bills with new ones on September 19, 2020.   

In this note, we first compare some significant changes made in the 2020 Bills as compared to
the 2019 versions.  Then we discuss some of the significant issues to consider regarding the
three Bills.

PART A: Comparison of key provisions of the 2019 Bills and 2020 Bills

The following section discusses key changes in the 2019 Labour Bills (which have been
withdrawn) and compares them with the new Labour Bills that the government introduced in Lok
Sabha on September 19, 2020.

A.1 Common Changes across the 2020 Labour Codes

Appropriate government for Central PSUs: The 2019 Bills provided that the central
government will act as the appropriate government for any central public sector
undertaking (PSUs).   The 2020 Bills add that the central government will continue to
be the appropriate government for a central PSU even if the holding of the central
government in that PSU becomes less than 50% post the commencement of the
Bills.
 

■

Appropriate government for certain specified industries: The 2019 Bills specified
that the central government would be the appropriate government for certain
industries including railways, mines, telecom, and banking.  The 2020 Bills add that
the central government will also be the appropriate government for any “Controlled
Industry” (that the government may specify).   A Controlled Industry has been
defined (in the Bills on Occupational Safety and Industrial Relations) as an industry
on which the control of the Union has been declared by any Central Act in public
interest.
 

■
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Compounding of offences punishable with imprisonment: The 2019 Bills allowed for
compounding (settling) of offences which were not punishable with imprisonment,
or with imprisonment and fine, subject to certain conditions.  Compounding was
allowed for a sum of 50% of the maximum fine provided for the offence.  The 2020
Bills on Industrial Relations and Social Security state that the offences punishable
with imprisonment up to one year or with fine will be compoundable.   For offences
with fine, compounding is allowed for a sum of 50% of the maximum fine provided
for the offence.   For offences with imprisonment, compounding is allowed for a sum
of 75%.  In the Bill on Occupational Safety, 50% may be compounded where a
‘penalty’ is levied (e.g., for non-maintenance of registers) and 75% for ‘offences’
(e.g., for falsification of records).

■

A.2 Code on Industrial Relations, 2020

Exemption

The appropriate government may exempt any new industrial establishment or class of
establishments from the provisions of the Code in public interest.

■

Standing Orders

Applicability of standing orders: The 2019 Bill provided that all industrial
establishment with 100 workers or more must prepare standing orders on the
matters listed in a Schedule to the Code.  These matters relate to: (i) classification of
workers, (ii) manner of informing workers about work hours, holidays, paydays, and
wage rates, (iii) termination of employment, and (iv) grievance redressal
mechanisms for workers.  The 2020 Bill provides that this will apply to
establishments with at least 300 workers.
 

■

Powers to the central government to revise the threshold: The 2019 Bill provided
that the central government may make the provisions related to standing orders
applicable to establishments with less than 100 workers through a notification.   The
2020 Bill removes this provision.   
 

■

Change in employee strength: The 2019 Bill provided that once an establishment is
covered under the provisions related to standing orders, these provisions will
continue to apply even if its employee strength reduces below the threshold (100
workers) at any time thereafter.   The 2020 Bill removes this requirement.

■

Closure, lay-off and retrenchment

Prior permission of the government: Under the 2019 Bill, an establishment having at
least 100 workers was required to seek prior permission of the government before
closure, lay-off, or retrenchment.  Lay-off refers to an employer’s inability to
continue giving employment to a worker in the face of adverse business conditions.
 Retrenchment refers to the termination of service of a worker for any reason other
than disciplinary action.  The 2020 Bill provides that prior permission will be
required for establishments with at least 300 workers.
 

■

Powers to the central government to revise the threshold: The 2019 Bill empowered
the government to increase or decrease the threshold for the establishments to seek

■
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prior permission before closure, lay-off or retrenchment.  The 2020 Bill only allows
an increase in the threshold through notification.

Negotiating Union and Council

Sole Negotiating Union: Under the 2019 Bill, if there were more than one registered
trade union of workers functioning in an establishment, the trade union having more
than 75% of the workers as members would be recognised as the sole negotiating
union.  The 2020 Bill lowers this threshold to 51% of workers.
 

■

Negotiation Council: In case no trade union is eligible as sole negotiating union, the
2019 Bill provided that a negotiating council will be formed consisting of
representatives of unions that have at least 10% of the workers as members.  The
2020 Bill raises this threshold to 20%.

■

New provision under the Bill

Disputes relating to termination of individual worker:   The 2020 Bill classifies any
dispute in relation to discharge, dismissal, retrenchment, or otherwise termination of
the services of an individual worker to be an industrial dispute.  The worker may
apply to the Industrial Tribunal for adjudication of the dispute.  The worker may
apply to the Tribunal 45 days after the application for the conciliation of the dispute
was made.

■

A.3 Code on Social Security, 2020

Social security entitlements

The 2019 Bill mandated social security for certain establishments, based on thresholds,
such as the size of the establishment and income ceilings.   The 2020 Bill states that the
central government may, by notification, apply the Code to any establishment (subject to
size-threshold as may be notified).  
 

■

Further, under the 2019 Bill, the government could notify schemes for unorganised sector
workers (such as home-based and self-employed workers), gig workers, and platform
workers.  Gig workers refer to workers outside the traditional employer-employee
relationship.  Platform workers are those who access organisations or individuals through
an online platform and provide services or solve specific problems.  The 2020 Bill makes
the following changes for such workers:

■

Social security funds for unorganised workers, gig workers and platform workers:
 The 2019 Bill empowered the central government to set up social security funds for
unorganised workers, gig workers and platform workers.  The 2020 Bill states that the
central government will set up such a fund.  Further, state governments will also set
up and administer separate social security funds for unorganised workers.  The 2020
Bill also makes provisions for registration of all three categories of workers -
unorganised workers, gig workers and platform workers.   
 

-

National Social Security for gig workers and platform workers:  The 2019 Bill
provided for the establishment of a national and various state-level boards for
administering schemes for unorganised sector workers.  The 2020 Bill states that in

-
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addition to unorganised workers, the National Social Security Board may also act as
the Board for the purposes of welfare of gig workers and platform workers and can
recommend and monitor schemes for gig workers and platform workers.  In such
cases, the Board will comprise of a different set of members including: (i) five
representatives of aggregators, nominated by the central government, (ii) five
representatives of gig workers and platform workers, nominated by the central
government, (iii) Director General of the ESIC, and (iv) five representatives of state
governments.    
 
Role of aggregators:  The 2020 Bill clarifies that schemes for gig workers and
platform workers may be funded through a combination of contributions from the
central government, state governments, and aggregators.  For this purpose, the Bill
specifies a list of aggregators in Schedule 7.  These mention nine categories
including ride sharing services, food and grocery delivery services, content and
media services, and e-marketplaces.  Any contribution from such an aggregator may
be at a rate notified by the government falling between 1-2% of the annual turnover of
the aggregators.  However, such contribution cannot exceed 5% of the amount paid
or payable by an aggregator to gig workers and platform workers.  

-

Changes in definitions:  The 2020 Bill changes the definitions of certain terms in the
Code.   These include: (i) expanding the definition of ‘employees’ to include workers
employed through contractors, (ii) expanding the definition of “inter-state migrant
workers” to include self-employed workers from another state, (iii) expanding the
definition of “platform worker” to additional categories of services or activities as
may be notified by the government, (iv) expanding the definition of audio-visual
productions to include films, web-based serials, talk shows, reality shows and
sports shows, and (v), exempting construction works from the ambit of “building or
other construction work” if the total cost of construction work exceeds Rs 50 lakhs
(and if they employ more than a certain notified number of workers). 
 

■

Term of eligibility for gratuity:   Under the 2019 Bill, gratuity was payable on the
termination of employment, if the employee has been in the organisation for at least
five years.  The 2020 Bill reduces the gratuity period from five years to three years
for working journalists.  

■

Provisions on appeals, assessment, and offences and penalties

Appeals:  Under the 2019 Bill, authorised officers were empowered to conduct
inquiries and decide: (i) disputes regarding the applicability of the provisions of
provident fund (PF) and employee state insurance (ESI) to certain establishments,
and (ii) determine amounts due from employers under these heads.  Any aggrieved
party could file for a review of the order.  The 2020 Bill removes the provisions for
such review.  
 

■

Determination of escaped amounts:  Under the 2019 Bill, after passing orders, the
authorized officer could, within five years of the order, reopen any case and pass
further orders to re-determine the amounts due from the employer if he had reason
to believe that: (i) certain amounts had escaped his notice because of failure of the
employer to disclose relevant documents/facts, or (ii) certain amounts had escaped

■
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his determination because of information received consequently.  The 2020 Bill
removes this provision. 
 
Offences and penalties:  The 2020 Bill changes the penalties for certain offences.
 For example, the maximum imprisonment for obstructing an inspector from
performing his duty has been reduced from one year to six months.   Similarly, the
penalty for unlawfully deducting the employer’s contribution from the employee’s
wages has been changed from imprisonment of one year or fine of Rs 50,000 to only
fine of Rs 50,000.  

■

Other changes 

Composition of boards for unorganised workers:   The Bill expands the
representation of central government officials in the National Social Security Board
for unorganised workers from five members to 10 members (taking the total count of
members from 37 in the 2019 Bill to 42 in the 2020 Bill).  Similarly, the number of
state government officials in the state Boards for unorganised workers has been
increased from seven to 10 members (taking the total members from 31 in the 2019
Bill to 34 in the 2020 Bill). 
 

■

Additional powers during an epidemic:  The 2020 Bill adds new clauses which may
become applicable in the cases of an epidemic.  For example, the central
government may defer or reduce the employer’s or employee’s contributions (under
PF and ESI) for a period of up to three months in the case of a pandemic, endemic,
or national disaster. 

■

A.4 Code on Occupational Safety, Health and Working Conditions, 2020

Exemption

The 2019 Bill permitted the appropriate government to exempt any establishment or class
of establishment from any provisions of the Code.  The 2020 Bill empowers the state
government to exempt any new factory from the provisions of the Code in order to create
more economic activity and employment.

■

Threshold for coverage of establishments

Factory:  The 2019 Bill defined a factory as any premises where manufacturing
process is carried out and it employs more than: (i) 10 workers, if the process is
carried out using power, or (ii) 20 workers, if it is carried out without using power.
 This was same as the Factories Act, 1948, which is being subsumed by the Bill.  The
2020 Code increases the threshold to: (i) 20 workers for premises where the
manufacturing process is carried out using power, and (ii) 40 workers for premises
where it is carried out without using power.
 

■

The 2019 Bill excluded mines from the definition of a factory.  The 2020 Bill removes this
provision.
 

■

Establishments engaged in hazardous activity:  The 2019 Bill defines an
establishment as a place where any business, trade, or occupation is carried out
with 10 or more workers.  The 2020 Bill includes all establishments where any

■
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hazardous activity is carried out regardless of the number of workers.
 
Contract workers:  The 2019 Bill applied to establishments or contractors employing
20 or more contract workers (on any day in the last one year).  It also allowed the
appropriate government to notify a lower threshold for this purpose.   The 2020 Bill
replaces this provision.   It specifies that the Code will apply to establishments or
contractors employing 50 or more workers (on any day in the last one year).
 

■

The 2019 Bill empowered the government to prohibit employment of contract labour in
some cases including where: (i) the work is of a perennial nature, or (ii) the work performed
by contract workers is necessary for the business carried out by the establishment, or (iii)
the same work is carried out by regular workmen in the establishment.  The 2020 Bill
instead prohibits contract labour in core activities, except where: (i) the normal functioning
of the establishment is such that the activity is ordinarily done through contractor, (ii) the
activities are such that they do not require full time workers for the major portion of the day,
or (iii) there is a sudden increase in the volume work in the core activity which needs to be
completed in a specified time.  
 

■

The appropriate government will decide whether an activity of the establishment is a core
activity or not.   However, the Bill defines a list of non-core activities where the prohibition
would not apply.  This includes a list of 11 works including: (i) sanitation workers, (ii)
security services, and (iii) any activity of intermittent nature even if that constitutes a core
activity of an establishment.  
 

■

The Bill allows the appropriate government to exempt contractors from the provisions of the
Bill in case of an emergency, subject to such conditions as may be notified. 
 

■

The 2019 Bill provided that it will not be applicable to the offices of the central and state
governments.  The 2020 Bill clarifies that the Code will apply to contract labour engaged
through a contractor in the offices of the central and state governments (where the
respective government is the principal employer).

■

Building or other construction work:  Under the 2019 Bill, construction works
employing 10 or more workers were considered as building or other construction
works.  The 2020 Bill removes this condition.

■

Work hours and employment conditions

Daily work hour limit:  The 2019 Bill allowed the appropriate government to notify the
maximum daily work hours for workers.  The 2020 Bill fixes the maximum limit at
eight hours per day.
 

■

Employment of women:  The 2019 Bill allowed the appropriate government to
prohibit employment of women for undertaking dangerous operations.  The
2020 Bill provides that women will be entitled to be employed in all establishments
for all types of work under the Bill.  It also provides that in case they are required to
work in hazardous or dangerous operations, the government may require the
employer to provide adequate safeguards prior to their employment.

■

Inter-state migrant workers and unorganized workers
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Definition:  The 2019 Bill defined inter-state migrant worker as a person who: (i) has
been recruited by an employer or contractor for working in another state, and (ii)
draws wages within the maximum amount notified by the central government.  The
2020 Bill adds that any person who moves on his own to another state and obtains
employment there will also be considered an inter-state migrant worker.   The
2020 Bill also specifies that only those persons will be considered as inter-state
migrants who are earning a maximum of Rs 18,000 per month, or such higher
amount which the central government may notify. 

■

Benefits for inter-state migrant workers:  The 2020 Bill provides for certain benefits
for inter-state migrant workers.  These include: (i) option to avail the benefits of the
public distribution system either in the native state or the state of employment, (ii)
availability of benefits available under the building and other construction cess fund
in the state of employment, and (iii) insurance and provident fund benefits available
to other workers in the same establishment.
 

■

Displacement allowance:  The 2019 Bill required contractors to pay a displacement
allowance to inter-state migrant workers at the time of their recruitment, which was
equivalent to 50% of the monthly wages.  The 2020 Bill removes this provision.
 

■

Database for inter-state migrant workers:  The 2020 Bill requires the central and
state governments to maintain or record the details of inter-state migrant workers in
a portal.  An inter-state migrant worker can register himself on the portal on the
basis of self-declaration and Aadhaar.

■

Social Security Fund:  The 2020 Bill provides for the establishment of a Social
Security Fund for the welfare of unorganised workers.  The amount collected from
certain penalties under the Code (including the amount collected through
compounding) will be credited to the Fund.  The government may prescribe other
sources as well for transferring money to the Fund.

■

PART B: Issues to consider 

B.1 Some common issues across the three Labour Bills

Definition of ‘appropriate government’ 

All three Labour Bills specify that the central government will act as the appropriate government
for any central public sector undertaking (PSUs).  The central government will continue to be the
appropriate government for a central PSU even if the holding of the central government in that
PSU becomes less than 50%.  It is unclear as to why the central government should continue to
exercise jurisdiction over an establishment in which it does not own controlling stake (even in
cases where it has sold its entire stake).  Note that while examining the earlier versions of the
Codes on Industrial Relations and Social Security, the Committee had recommended  that the
central government should exercise powers only over those PSUs in which it has more than
50% stake.3

Delegated Legislation 

Under the Constitution, the legislature has the power to make laws and the government is
responsible for implementing them.  Often, the legislature enacts a law covering the general
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principles and policies, and delegates detailed rule-making to the government to allow for
expediency and flexibility.  However, certain functions and powers should not be delegated to
the government.   These include framing the legislative policy to determine the principles of the
law.  Any Rule should also remain within the scope of the delegating Act.  

The three labour Bills delegate various essential aspects of the laws to the government through
rule-making.  These include: (i) increasing the threshold for lay-offs, retrenchment, and closure,
(ii) setting thresholds for applicability of different social security schemes to establishments, and
(iii) specifying safety standards, and working conditions to be provided by establishments under
the occupational safety Code.  The question is whether the power to decide such matters should
be retained by the legislature or whether these could be delegated to with the government.

While examining the 2019 Social Security Bill, the Standing Committee on Labour had noted
that the Bill delegates various aspects for rule-making by the government, especially in relation
to defining the entitlements, benefits and contributions under the Bill.3  It suggested that the
Ministry review all such instances of delegation in the Bill.   

Power to exempt establishments

The 2020 Bill on Industrial Relations provides the government with the power to exempt any new
industrial establishment or class of establishment from any or all of its provisions if it is in public
interest.  The 2020 Bill on Occupational Safety also gives the appropriate government the power
to exempt any establishment for a period to be specified in the notification.  Further, it enables
the state government to exempt any new factory from its provision in the interest of creating
more economic activity and employment.  Note that the Factories Act, 1948 permitted
exemptions from its provisions only in cases of public emergency, and limited such exemption to
three months.

Therefore, the central and the state government have wide discretion in providing exemptions
from these Bills.  Every factory would generate employment, and public interest could be
interpreted broadly.   The exemptions could cover a wide range of provisions including those
related to hours of work, safety standards, retrenchment process, collective bargaining rights,
contract labour.

Certain workers not covered under the Bills 

The Bill on Industrial Relations applies to all establishments, with separate thresholds for layoffs,
retrenchment and closure, and for requirement of standing orders.  On the other hand, the Bills
on social security and occupational safety continue to apply to establishments over a certain
size - the Occupational Safety Bill covers establishments with 10 or more workers while the Bill
on Social Security requires only establishments over a certain size (typically, 10 or 20) to
provide mandatory benefits (such as provident fund and pension).  Further, the Bills on industrial
relations and occupational safety allow the government to exempt any new establishment from
their provisions in public interest.  This raises the question of the extent to which establishments
should be covered by the Bills.  

It has been argued that the application of labour laws based on the number of employees is
desirable to reduce the compliance burden on infant industries and to promote their economic
growth.[4],[5]   However, low numeric thresholds may create adverse incentives for
establishments sizes to remain small, in order to avoid complying with labour regulation.4,5  To
promote the growth of smaller establishments, some states have amended their labour laws to
increase the threshold of their application.  For instance, Rajasthan has increased the threshold
of applicability of the Factories Act, 1948, from 10 workers to 20 workers (if power is used), and
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from 20 workers to 40 workers (if power is not used).  The Economic Survey (2018-19) noted
that increased thresholds for certain labour laws in Rajasthan resulted in an increase in growth
of total output in the state and total output per factory.5  Note that the Bill on Occupational Safety
makes similar changes to the size to the thresholds for factories - from 10 workers to 20 workers
(if power is used), and from 20 workers to 40 workers (if power is not used).  Further, it
increases the threshold of applicability of provisions regulating use of contract labour from 20
workers to 50 workers.   

On the other hand, some have argued that basic provisions for enforcement of wages, provision
of social security, safety at the workplace, and decent working conditions, should apply to all
establishments, regardless of size.2,4  Towards, this the 2020 Bill on Occupational Safety states
that the applicability thresholds (of 10 or above) will not apply in those establishments in which
hazardous or life-threatening activities (as notified by the central government) are being carried
out.  The Standing Committee while examining the earlier versions of the Bills on Occupational
Safety and Social Security stated that: (i) the Occupational Safety Code should include a
mechanism to notify provisions to safeguard the health and safety of unorganised workers and
insert chapters in the Code specifying the safety, health and working conditions for inter-state
migrant workers and plantation workers, (ii) the Social Security Code should provide a
framework to achieve universal social security within a definite time frame.  It made several
recommendations towards expanding coverage.3  While the 2020 Occupational Safety Bill
incorporates the recommendations of the Committee (provides for a social security fund for
unorganised workers and adds separate chapters for migrant and plantation workers), the 2020
Social Security Bill does not address them.  

In this regard, the 2nd National Commission on Labour (2002) had recommended a separate law
for small scale units (having less than 20 workers) with less stringent provisions for conditions
such as payment of wages, welfare facilities, social security, retrenchment and closure, and
resolution of disputes.  For unorganised sector establishments (which fall outside the purview of
labour laws), the National Commission for Enterprises in the Unorganised Sector (NCEUS)
made several recommendations to address the social security and minimum conditions of work
for both agricultural and non-agricultural workers and suggested two Bills – one for each
sector.[6]  Note that the Economic Survey (2018-19) estimates that almost 93% of the total
workforce is informal.5  

Note that most countries do not exempt smaller enterprises from labour regulation entirely.   The
International Labour Organisation (2005) notes that only 10% of its member states had
exempted micro and small enterprises from labour regulation altogether.[7]  Most countries
adopt a mixed approach to labour regulation.  For instance, health and safety laws in the United
States, United Kingdom, South Africa and Philippines provide universal coverage to all workers
(except for domestic help in the US and UK).8  However, certain obligations under these laws
are only applicable to enterprises with employees over a certain threshold.  For example, record-
keeping obligations for work-related accidents in the US only apply to establishments with at
least 10 employees or in “low hazard” industries.  In South Africa, only enterprises with 20 or
more workers are required to designate a health and safety representative.[8]  

B.2 Key Issues in the Industrial Relations Code, 2020 

Strikes and lock-outs may become difficult for all establishments

The 2020 Bill requires all persons to give a prior notice of 14 days before a strike or lock-out.
 This notice is valid for a maximum of 60 days.  The Bill also prohibits strikes and lock-outs: (i)
during and up to seven days after a conciliation proceeding, and (ii) during and up to sixty days
after proceedings before a tribunal.  This may impact the ability of workers to strike and
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employers to lock-out workers.  

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

The Industrial Disputes Act, 1947 contains similar provisions for public utility services.  A public
utility service includes railways, airlines, and establishments that provide water, electricity, and
telephone service.  However, the National Commission on Labour (2002) had justified the
rationale of treating such industries differently, considering their impact on the lives of a vast
majority of people.2   The rationale for extending the provisions on notice to all establishments is
unclear.  The Standing Committee while examining an identical provision in the 2019 Bill had
recommended that the restriction on strikes should only apply to public utility services.3

Power to government to modify or reject tribunal awards

The 2020 Bill provides for the constitution of Industrial Tribunals and a National Industrial
Tribunal to decide disputes under the Bill.  It states that the awards passed by a Tribunal will be
enforceable on the expiry of 30 days.  However, the government can defer the enforcement of
the award in certain circumstances on public grounds affecting national economy or social
justice.   These circumstances are when: (i) the central or state government is a party to the
dispute in appeal, or (ii) the award has been given by a National Tribunal.  The appropriate
government can also make an order rejecting or modifying the award.   The notification and the
order will be tabled in the legislature.  The question is whether such a provision would violate the
principle of separation of powers between the executive and the judiciary, since it empowers the
government to change the decision of the tribunal through executive action.   Further, it raises
the question of whether there is a conflict of interest, as the government may modify an award
made by the Tribunal in a dispute in which it is a party.  

The Industrial Disputes Act, 1947 had similar provisions.  In 2011, the Madras High Court
(affirming a 1997 Andhra Pradesh High Court judgement) struck down these provisions on
constitutional grounds and held that the power to the executive to decline enforcing an award or
to modify it, allows the executive to sit in appeal over the decision of the Tribunal, and therefore
violates the separation of powers between the executive and the judiciary, which forms a part of
the basic structure of the Constitution.[9],[10]  This provision has been replicated in the Code.
 Therefore, it may violate the principle of separation of powers between the executive and the
judiciary.  The Standing Committee on Labour while examining an identical provision in the 2019
Bill had recommended removing this provision in view of these judgements.3 

Provisions for formation of a negotiation council may be restrictive

Under the 2020 Bill, a sole union will be the negotiation agent with the management of the
company.  If there is more than one registered trade union of workers, the trade union having
more than 51% of the workers as members would be recognised as the sole negotiating union.
 In case no trade union meets these criteria, a negotiating council will be formed with
representatives of unions that have at least 20% of the workers as members.  Note that trade
unions must have membership of at least 10% or workers or 100 workers, whichever is lesser,
to be registered.   It is unclear as to what will happen in case there are multiple registered trade
unions which enjoy this support (of 10% of members) but no union has the required support of at
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least 20% workers to participate in the negotiating council.  

Note that under the 2019 Bill, the threshold for participation in negotiating council was 10%
instead of 20%.  

Provisions on fixed term employment 

The 2020 Bill introduces provisions on fixed term employment.  Fixed term employment refers to
workers employed for a fixed duration based on a contract signed between the worker and the
employer.  Provisions for fixed term employment were introduced for central sphere
establishments in 2018.[11]  We discuss below the pros and cons of introducing fixed term
employment.  

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

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

The Standing Committee on Labour examined identical provisions in the 2019 Bill and
recommended the conditions under which, and areas where fixed term employment may be
utilised should be clearly specified.3  Further, a minimum and maximum tenure for hiring fixed
term employees should be specified.

The ILO (2016) noted that several countries restrict the use of fixed term contracts by: (i) limiting
renewal of employment contracts (e.g., Vietnam, Brazil and China allow two successive fixed
term contracts), (ii) limiting the duration of contract (e.g., Philippines and Botswana limit it up to a
year), or (iii) limiting the proportion of fixed term workers in the overall workforce (e.g., Italy limits
fixed term and agency workers to 20%).[12]  

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

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

Feature Fixed Term Employee Permanent Employee Contract Labour
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Type of
employme
nt

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

■

On the payroll of the
establishment.

■

 

Employment directly
under a written
contract. 

■

On the payroll of the
establishment. 

■

Engaged in an
establishment through a
contractor or agency. 

■

Not on the payroll of the
establishment.

■

Term Stipulated fixed term. ■

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

■

Employed on a
permanent basis

■

Notice has to be
given for termination
of employment. 

■

Based on terms
negotiated with the
contractor. 

■

Nature of
work

Not specified.■ Hired for routine
work. 

■

 

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

■

Sources:  Contract Labour Act, 1970; Industrial Disputes Act, 1947; Notification GSR
976(E), Ministry of Labour and Employment, October 7, 2016, Notification GSR 235(E),
Ministry of Labour and Employment, March 16, 2018; 2020 Bill; PRS.   

Certain terms not defined in the Code 

The 2020 Bill defines a ‘worker’ as any person who work for hire or reward.  It excludes persons
employed in a managerial or administrative capacity, or in a supervisory capacity with wages
exceeding Rs 18,000.  However, it does not define the terms ‘manager’ or ‘supervisor’ in this
context.   These terms are also used in the remaining three labour Codes, i.e., on Occupational
Safety and Health, Wages and Social Security.  The Standing Committee which examined the
OSH Code recommended that the terms ‘supervisor’ and ‘manager’ be clearly defined in the Bill
as it determines the categories of persons who would be excluded from the definition of
‘workers’. 

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

B.3 Key Issues in the Code on Social Security, 2020

Purpose of the Bill

The 2020 Bill replaces nine laws related to social security.  The National Commission on Labour
(2002) (NCL) had emphasised the need for universal and comprehensive social security
coverage to avoid deprivation of basic needs of workers, and recommended the simplification
and consolidation of existing laws towards this end.2  The Statement of Objects and Reasons of
the Bill states that it seeks to simplify and amalgamate the provisions of these laws in line with
the NCL recommendations.[13]



Page 217

cr
ac

kIA
S.co

m

The NCL recommended that: (i) the social security system should apply to all establishments, (ii)
the existing wage ceilings for coverage should be removed, and (iii) there should be a functional
integration of the administration of existing schemes.  Further, every employer and employee
may make a single contribution for the provision of all the benefits, with a ceiling prescribed for
such contributions.  However, the Bill largely retains the current set up and does not fully
implement these recommendations.

First, the Bill continues to retain thresholds based on the size of establishment for making
certain benefits mandatory.  Benefits, such as pension and medical insurance, continue to be
mandatory only for establishments with a minimum number of employees (such as 10 or 20
employees).  All other categories of workers (i.e., unorganised workers), such as those working
in establishments with less than 10 employees and self-employed workers may be covered by
discretionary schemes notified by the government.  This is similar to the current system where
unorganised workers are governed by a different law (being subsumed by the Bill) under which
voluntary schemes are notified for such workers.[14]  A large numbers of workers may continue
to be excluded.  Note that the Periodic Labour Force Survey Report (2018-19) indicates that
70% of regular wage/salaried employees in the non-agricultural sector did not have a written
contract, and 52% did not have any social security benefit.[15]   

Second, the Bill continues to treat employees within the same establishment differently based on
the amount of wages earned.  For instance, provident fund, pension and medical insurance
benefits are only mandatory to employees earning above a certain threshold (as may be notified
by the government) in eligible establishments.  

Third, the Bill continues to retain the existing fragmented set up for the delivery of social security
benefits.   These include: (i) a Central Board of Trustees to administer the EPF, EPS and EDLI
Schemes, (ii) an Employees State Insurance Corporation to administer the ESI Scheme, (iii)
national and state-level Social Security Boards to administer schemes for unorganised workers,
and (iv) cess-based labour welfare boards for construction workers. 

The Standing Committee on Labour (2020) had examined the 2019 Bill with similar provisions
and recommended that the Code should provide a framework for achieving universal social
security within a definite time frame.3  It made several recommendations for expanding the
coverage of establishments, employees, and types of benefits.  These include: (i) re-considering
establishment-size based thresholds and expanding the definition of “establishment” to include
other enterprise categories such as agricultural and own account enterprises, (ii) expanding
definitions of “employees” to include Asha and Anganwadi workers, and “unorganised workers”
to include agricultural workers, (iii) creating a separate fund for inter-state migrant workers, (iv)
introducing unemployment insurance for unorganised workers and (v) and re-introducing labour
welfare funds for workers in certain industries such as iron ore mines and beedi establishments.
 

Table 2 below compares the 2019 Bill, the recommendations of the NCL, the recommendations
of the Standing Committee, and the extent to which the 2020 Bill incorporated these changes.    

Table 2: Comparison of Bill with existing laws and NCL recommendations 

Featur
e

NCL Recommendations 2019 Bill Standing Committee
Recommendations

2020 Bill

Coverage Move from the
current
fragmented social

■ Ret
ain
s

■ Code does not
clearly define
benefits and

■ Standing
Committe
e

■



Page 218

cr
ac

kIA
S.co

m

security system to
an
integrated univers
al one with: (i)
mandatory state-
funded social
security for the
poor, (ii)
contribution-
based system for
workers earning
up to a certain
wage (with part
state-subsidy for
unorganised
workers), and (iii)
voluntary
schemes for
others. 

cov
era
ge
as
per
exi
stin
g
law
s,
wit
h
limi
ted
mo
difi
cati
ons
.
The
Bill
add
itio
nall
y
per
mit
s
the
gov
ern
me
nt
to
fra
me
sch
em
es
for
gig
wor
ker
s
and
plat
for
m

■

entitlements for
several
categories of
workers. 
Code should
provide a
framework to
achieve universal
social security for
all workers with
firm entitlements
and within a
defined time
frame.     

■

recomme
ndations
not
addresse
d
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wor
ker
s.

Registration Move from
differing
registration
requirements to a
comprehensive
system of
registration of
workers and
establishments.

■ Est
abli
sh
me
nts
to
regi
ster
wit
h
res
pec
tive
org
ani
sati
ons
.

■

Aa
dha
ar-
bas
ed
regi
stra
tion
for
all
elig
ible
wor
ker
s. 

■

Provide for a
unified
registration and
compliance
platform.     All
establishments
should
mandatorily
register with a
single authority.
   

■ Standing
Committe
e
recomme
ndations
not
addresse
d

■

Portability  Address lack of
portability by
issuing cards with
unique social
security number
to enable
portability

■ No
exp
licit
pro
visi
on
for
port
abil

■ Provide for
common
“minimum
mandatory
entitlements”
across states for
construction and
unorganised
workers to

■ Standing
Committe
e
recomme
ndations
not
addresse
d

■
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ity
of
ben
efit
s.

enable
portability.  
Ensure portability
for migrant
workers.  

■

Delivery Move to a
decentralised
mechanism with:
(i) national
authority chaired
by the Prime
Minister, (ii)
central board for
managing the
scheme, (iii) state
boards for
delivery and
implementation,
and (iv) local
committees for
identification and
registration of
beneficiaries.

■ The
Bill
reta
ins
the
sa
me
org
ani
sati
ona
l
set
up
as
und
er
exi
stin
g
law
s.

■ Code continues
with the existing
fragmented
structure for
delivery of
benefits.
 Committee
recommended
that
the government
consider putting
in place a more
compact system
of governance of
social security.

■ Standing
Committe
e
recomme
ndations
not
addresse
d

■

Sources: Existing social security Acts; 2nd Report of NCL; Report of the Standing
Committee on the 2019 Bill; 2019 Bill; 2020 Bill; PRS.   

Provisions on gig workers and platforms workers are unclear 

The 2020 Bill introduces definitions for ‘gig worker’ and ‘platform worker’.  Gig workers refer to
workers outside the “traditional employer-employee relationship”.  Platform workers are those
who are outside the “traditional employer-employee relationship” and access organisations or
individuals through an online platform and provide services for payment.  The Bill also creates
provisions for unorganised workers.  An unorganised worker is defined as one who works in the
unorganised sector, and includes workers not covered by the Industrial Disputes Act, 1947, or
other provisions of the Bill (such as provident fund or gratuity).   It also includes self-employed
workers.   The Bill mandates different schemes for all these categories of workers.  However,
there may be some overlap between their definitions.  We illustrate this below. 

Consider the example of a driver working for an app-based taxi aggregator.  Here, there is no
employee-employer relationship.  For example, appointment letters are not issued, social
security benefits are absent, work hours are not regulated by the employer, and the driver may
choose to work for a competitor taxi aggregator.  Therefore, the nature of the work involved may
lie outside the purview of a ‘traditional employer-employee relationship’, making him a ‘gig
worker’.  However, the driver is able to pursue this job only through an online platform.   This
would meet the definition of a ‘platform worker’ as well.  Such a driver may also be an
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‘unorganised worker’ as he may be self-employed.  With such overlap across definitions, it is
unclear how schemes specific to these categories of workers will apply.  The Standing
Committee on Labour examined similar provisions in the 2019 Bill and recommended:
(i) expanding the definition of “unorganised workers” to include gig and platform workers, (ii)
making the definition of “gig worker” more specific to avoid misinterpretation, and (iii) expanding
the definition of “platform worker” to enable inclusion of future models of work.3  The 2020 Bill
only incorporates the last recommendation.  

Provisions on gratuity for fixed term workers unclear

Under the 2020 Bill, gratuity is payable if the employee has served a continuous period of five
years.  However, this time period will not apply if the contract term of a fixed term worker
expires.  The Bill further states that in the case of fixed term employment, the employer will pay
gratuity on a pro rata basis (i.e. proportionate to the fixed term period).   However, the Industrial
Relations Bill, 2020 while defining fixed term workers, states that such workers will be eligible for
gratuity only if they complete a one-year contract.  Therefore, the two Bills contain different
provisions on gratuity for fixed term workers and it is not clear whether a fixed term employee
with a contract of lesser than one year will be entitled to gratuity under the Code on Social
Security, 2020.

Mandatory linking with Aadhaar may violate Supreme Court judgement  

The 2020 Bill mandates an employee or a worker (including an unorganised worker) to provide
his Aadhaar number to receive social security benefits or to even avail services from a career
centre.   This may violate the Supreme Court’s Puttaswamy-II judgement.[16]  In its judgement,
the Court had ruled that the Aadhaar card/number may only be made mandatory for expenditure
on a subsidy, benefit or service incurred from the Consolidated Fund of India.  Applying this
principle, the Court has struck down the mandatory linking of bank accounts with Aadhaar.
 Since certain entitlements such as gratuity and provident fund (PF) are funded by employers
and employees and not by the Consolidated Fund of India, making Aadhaar mandatory for
availing such entitlements may violate the judgement.   Note that the Employees’ Provident
Fund Organisation (EPFO) had made Aadhaar linking with PF accounts mandatory in 2015.
 After the judgement, the EPFO issued orders against the enforcement of these provisions.[17] 
Further, the rationale for seeking mandatory linking of Aadhaar for availing career centre
services is unclear.  Note that while examining the provision on mandatory linking of Aadhaar for
registration of unorganised workers (in the 2019 Bill), the Standing Committee noted the
government’s assurance that this provision will be re-examined.3  

 Recommendations of the Standing Committee 

The Standing Committee on Labour (2020) had given certain other recommendations on the
2019 Bill.  Further, some of the Committee’s recommendations on the 2019 Occupational
Safety, Health and Working Conditions (OSH) Code, 2019, also applied to the 2019 Bill.  We
summarise these recommendations below and the extent to which the 2020 Bill incorporates
these recommendations:

Reduction in term for gratuity: Under the 2019 Bill, gratuity is payable if the
employee has served a continuous period of five years.   The Committee
recommended reducing this to one year and extending gratuity to all other
categories of workers including contract, seasonal, and piece-rate workers.3   The
2020 Bill only reduced gratuity entitlement for working journalists from five years to
three years. 

■
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Employment Exchanges:  One of the laws replaced by the 2019 Bill governs
employment exchanges, where certain employers are required to report vacancies
and job seekers may track openings.  The Committee noted that this law is not
connected with social security and recommended its removal from the Bill.  This
recommendation has not been incorporated in the 2020 Bill.
 

■

Social security for plantation workers:  The OSH Code contains health and safety
provisions for workers in plantations measuring at least five hectares.  In its report
on the OSH Code, the Committee noted an assurance of the Ministry that workers in
plantations measuring less than five hectares would be covered in the Code on
Social Security.  However, the definition of a “plantation” in the 2019 Bill retained the
five-hectare threshold.3  This recommendation has not been incorporated in the
2020 Bill. 

■

The 2020 Bill also defines the term ‘employer’ to mean a person who employs any persons and
specifically includes certain categories of workers.  In the case of a factory, employer means the
occupier of a factory, i.e., the person with ultimate control over the affairs of the company.  
However, the remaining three labour codes define the term ‘employer’ to include occupier as
well as the manager of the factory.  It is not clear why managers of factories have not been
included in the definition.  Further, the Bill also does not define certain terms used to define an
‘establishment’.  These include the terms ‘industry’, ‘trade’, ‘business’, ‘manufacture’ or
‘occupation’.   

B.4 Key Issues in the Code on Occupational Safety, Health and Working Conditions, 2020

Rationale for some special provisions unclear  

The 2020 Bill replaces 13 laws regulating health, safety and working conditions of workers.  The
National Commission on Labour (2002) recommended consolidation and simplification of these
laws.2  Further, the Statement of Objects and Reasons of the Bill states that it seeks to simplify
and amalgamate the provisions of the 13 Acts.[18]  While the Bill consolidates existing Acts, it
falls short of simplifying their provisions. We illustrate this below. 

The Bill contains general provisions which apply to all establishments.  These include provisions
on registration, filing of returns, and duties of employers.  However, it also includes additional
provisions that apply to specific type of workers such as those in factories and mines, or as
audio-visual workers, journalists, sales promotion employees, contract labour and construction
workers.  

It may be argued that special provisions on health and safety are required for certain categories
of hazard-prone establishments such as factories and mines.  It may be necessary to allow only
licensed establishments to operate factories and mines.   Similarly, special provisions may be
required for specific categories of vulnerable workers such as contract labour and migrant
workers.  However, the rationale for mandating special provisions for other workers is not clear.
  

For example, the Bill requires that any person suffering from deafness or giddiness may not be
employed in construction activity which involve a risk of accident.  The question is why such a
general safety requirement is not provided for all workers.   Similarly, the Bill provides for
registration of employment contracts for audio-visual workers, raising the question of why there
is a special treatment for this category.



Page 223

cr
ac

kIA
S.co

m

Further, the Bill specifies additional leave for sales promotion employees. It also specifies that
working journalists cannot be made to work more than 144 hours in four weeks (i.e. an average
of 36 hours per week).  For all other workers covered under the Bill, the minimum leave and
maximum work hours are prescribed through rules.  The rationale for differential treatment with
regard to working conditions between working journalists and sales promotion employees on the
one hand, and all other workers on the other hand, is unclear. 

Note that, if any sector-specific provisions are needed, the Bill empowers the government to
notify them.

Table 3 below sets out the general provisions in the Bill applicable to all workers and the
additional special provisions applicable to specific categories of workers and establishments
under the Bill.  

Table 3: Comparison of the general provisions and special provisions in the 2020 Bill

Feature General Provisions Specific provisions

Duties of
Employer
s

Duties include
providing a safe
workplace, issuing
appointment letters,
and complying with
the provisions of the
Code. 

■

 

Factories, mines, docks, plantation and
construction: Employer must provide a
risk-free workplace and instruct employees
on safety protocol.

■

Inter-state migrant
workers: Employers/contractors have to:
(i) notify specified authority of both states
in case of fatal accidents and serious
bodily harm, (ii) ensure suitable work
conditions, and (iii) extend medical check-
up and other benefits like provident fund
and ESI entitlements which other workers
in the establishment may be entitled to. 

■

Mines: The owner and agent of the mine
will be jointly responsible for providing a
safe work environment.

■

Working
condition
s and
welfare
facilities

To be notified by the
central government.
These may include
bathing spaces,
canteens, and first
aid boxes. 

■ Factories, mines, plantation, construction,
and motor transport
undertakings: Appropriate government
may require provision of added facilities
like ambulance rooms, welfare officers,
and temporary housing. 

■

Factories, mines, plantation, and motor
transport undertakings: Appropriate
government may appoint medical officers
to examine, certify, and supervise the
health of workers. 

■

Factories involved in hazardous
processes: Maximum permissible limits of
exposure to chemical and toxic
substances in manufacturing processes
will be prescribed by state government.

■
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 Further, it may specify medical
examinations for workers, among other
facilities. 
Interstate migrant workers: Employers
must provide suitable conditions of work,
medical facilities and journey allowance.
 They must also be given an option to avail
benefits of the public distribution system
in their native or destination state where
they may be employed.

■

Plantations: Employer to provide welfare
facilities such as housing accommodation,
creches, educational, health and
recreational facilities.

■

Dangerou
s
operation
s 

No general provision
for hazardous and
dangerous
operations.

■ Factories involved in hazardous
processes: Emergency standards may be
set. The National Advisory Board may give
recommendations in cases of
extraordinary occurrences.  

■

Plantations: Arrangements must be made
for the safety of workers in connection
with use, handling, storage and transport
of insecticides, pesticides and chemicals
and toxic substances. 

■

Inspector Inspector-cum-
Facilitators may
inquire into accidents
and conduct
inspections, among
others.

■ Factories, mines, docks, and construction
work: Inspector-cum-Facilitators may limit
number of employees working or prohibit
work in an establishment, if it appears that
workers are in danger.

■

Licenses
and other 
registrati
on
requireme
nts

All establishments
with ten or more
workers must register
with the appropriate
government.(or in
hazardous
establishments as
notified by the
government)

■ Factories: Additional licenses may be
required. 

■

Beedi workers and contract
labour: License required for beedi and
cigar establishments (except for family
establishments).  Contractors must either
obtain a five-year license or obtain work-
specific licenses.  

■

Audio-visual workers: A signed agreement
between the employer or contractor and
worker must be registered with the
government.

■

Work
hours

Maximum eight hours
per day.

■ Working Journalists: Work hours cannot
exceed 144 hours in 4 weeks.  

■

Leave Workers are entitled
to one day off for

■ Sales promotion employees and working
journalists are entitled to leave for 1/11th of

■
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every 20 days of
work and one day off
every week.

time on duty, and medical leave for 1/18th

of time on duty.  Motor transport
workers are entitled to one day off in every
10 days, in certain cases. 

Disability No general provision
in the Code.

■ Construction work: No employer can hire
workers with defective vision, deafness, or
a tendency for giddiness, if there is a risk
of accident.

■

Age  No person below the
age of 14 may be
allowed to work. 

■ Mines: No worker below the age of 18 or
apprentice/trainee below the age of 16,
may work in a mine. 

■

Sources: Bill on Occupational Safety, Health and Working Conditions, 2020; PRS. 

Civil Court barred from hearing matters under the Code 

The 2020 Bill bars civil courts from hearing any matters under the Bill.  In some matters where
persons are aggrieved by the orders of authorities such as, by the order of the Inspector-cum-
facilitator in the case of factories, or by the revocation of a license for contractors, the Bill
provides for an administrative appellate authority to be notified.  However, it does not provide a
judicial mechanism for hearing disputes under the Bill.  

Under the existing 13 health and safety laws, claims which affect the rights of workers such as
wages, work hours, and leave, are heard by labour courts and industrial tribunals.  However, the
Bill bars the jurisdiction of civil courts, and does not specify that such disputes arising under it
may be heard by these labour courts and tribunals.  

Further, there may be other health and safety-related disputes.   For example, an employer may
wish to challenge an order passed by an Inspector which identified certain safety violations at
the workplace.  In such a case, the employer may file a case in the civil court for seeking remedy
against the orders passed by the Inspector.  Appeal may be filed before the High Court and
ultimately before the Supreme Court.  However, the Bill bars civil courts from hearing any
dispute under the Bill.  As a result, employers who are aggrieved by the orders of the Inspector
and by the notified administrative appellate authority will not be able to challenge it in a civil
court.  The only recourse available to them would be to directly file a writ petition before the
relevant High Court.  It can be argued that the bar on civil courts from hearing matters under the
Bill may deny aggrieved persons an opportunity to challenge certain issues before a lower court.
 

 
[1]. List of Central Labour Laws under Ministry of Labour and Employment, Ministry of Labour
and Employment. 

[2]. Report of the National Commission on Labour, Ministry of Labour and Employment,
2002, http://www.prsindia.org/uploads/media/1237548159/NLCII-report.pdf.   

[3]. Report No. 4: “Occupational Safety, Health and Working Conditions Code, 2019”, Standing
Committee on Labour, Lok Sabha, February 11, 2020; Report No. 8: “Industrial Relations Code,
2019”, Standing Committee on Labour, Lok Sabha, April 23, 2020; Report No. 9: “Code on
Social Security, 2019”, Standing Committee on Labour, Lok Sabha, July 31, 2020.

https://labour.gov.in/sites/default/files/Central%20Labour%20Acts_0.pdf
http://www.prsindia.org/uploads/media/1237548159/NLCII-report.pdf
http://164.100.47.193/lsscommittee/Labour/17_Labour_4.pdf
http://164.100.47.193/lsscommittee/Labour/17_Labour_8.pdf
http://164.100.47.193/lsscommittee/Labour/17_Labour_8.pdf
http://164.100.47.193/lsscommittee/Labour/17_Labour_9.pdf
http://164.100.47.193/lsscommittee/Labour/17_Labour_9.pdf
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[4].  “Towards an optimal regulatory framework in India”, Implementation Group, Planning
Commission, 12th Five Year Plan.

[5].   “Reorienting policies for MSME growth”, Economic Survey 2018-19. 

[6]. “Report on Conditions of Work and Promotion of Livelihoods in the Unorganised Sector”,
NCEUS, August, 2007.

[7].  “Labour and Labour-related Laws in Micro and Small and Enterprises: Innovative
Regulatory Approaches”, International Labour Organisation, 2007.

[8].   LEGOSH, Occupational Safety and Health, Country Profiles, International Labour
Organisation..

[9]. Union of India vs. Textile Technical Tradesmen Association (2014), Madras High Court,
2014 (6) CTC 427. 

[10]. Telugunadu Work charged Employees State Federation vs. GOI, Andhra Pradesh High
Court, 1997 (3) ALT 492.

[11]. Notification GSR 235(E), Ministry of Labour and Employment, March 16,
2018 https://labour.gov.in/sites/default/files/FTE%20Final%20Notification.pdf. 

[12]. “Non-Standard Employment Around the World”, 2016, International Labour
Organisation, https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---
publ/documents/publication/wcms_534326.pdf. 

[13]. Code on Social Security, 2020.

[14]. The Unorganised Workers’ Social Security Act, 2008.

[15]. Periodic Labour Force Survey Report (2018-19), Ministry of Statistics and Programme
Implementation, June 2020.  

[16]. Justice K.S. Puttaswamy Vs. Union of India, Supreme Court, Writ Petition (Civil) 494 of
2012, September 26, 2018.

[17]. Seeding KYC details in UAN Portal, Employees’ Provident Fund Organisation, October 18,
2018.

[18].   Statement of Objects and Reasons, The Occupational Safety, Health and Working
Conditions Code, 2020.
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represent that the contents of the report are accurate or complete.  PRS is an independent, not-for-profit
group.  This document has been prepared without regard to the objectives or opinions of those who may
receive it
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Labour falls under the Concurrent List of the Constitution.  Therefore, both Parliament and state
legislatures can make laws regulating labour.   The central government has stated that there are
over 100 state and 40 central laws regulating various aspects of labour such as resolution of
industrial disputes, working conditions, social security and wages.[1]  The Second National
Commission on Labour (2002) found existing legislation to be complex, with archaic provisions
and inconsistent definitions.[2]   To improve ease of compliance and ensure uniformity in labour
laws, it recommended the consolidation of central labour laws into broader groups such as: (i)
industrial relations, (ii) wages, (iii) social security, (iv) safety, and (v) welfare and working
conditions. 

In 2019, the Ministry of Labour and Employment introduced four Bills to consolidate 29 central
laws.  These Codes regulate: (i) Wages, (ii) Industrial Relations, (iii) Social Security, and (iv)
Occupational Safety, Health and Working Conditions.  While the Code on Wages, 2019 has
been passed by Parliament, Bills on the other three areas were referred to the Standing
Committee on Labour.  The Standing Committee has submitted its report on all three Bills.[3] 
 The government has replaced these Bills with new ones on September 19, 2020.   

In this note, we first compare some significant changes made in the 2020 Bills as compared to
the 2019 versions.  Then we discuss some of the significant issues to consider regarding the
three Bills.

PART A: Comparison of key provisions of the 2019 Bills and 2020 Bills

The following section discusses key changes in the 2019 Labour Bills (which have been
withdrawn) and compares them with the new Labour Bills that the government introduced in Lok
Sabha on September 19, 2020.

A.1 Common Changes across the 2020 Labour Codes

Appropriate government for Central PSUs: The 2019 Bills provided that the central
government will act as the appropriate government for any central public sector
undertaking (PSUs).   The 2020 Bills add that the central government will continue to
be the appropriate government for a central PSU even if the holding of the central
government in that PSU becomes less than 50% post the commencement of the
Bills.
 

■

Appropriate government for certain specified industries: The 2019 Bills specified
that the central government would be the appropriate government for certain
industries including railways, mines, telecom, and banking.  The 2020 Bills add that
the central government will also be the appropriate government for any “Controlled
Industry” (that the government may specify).   A Controlled Industry has been
defined (in the Bills on Occupational Safety and Industrial Relations) as an industry
on which the control of the Union has been declared by any Central Act in public
interest.
 

■
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Compounding of offences punishable with imprisonment: The 2019 Bills allowed for
compounding (settling) of offences which were not punishable with imprisonment,
or with imprisonment and fine, subject to certain conditions.  Compounding was
allowed for a sum of 50% of the maximum fine provided for the offence.  The 2020
Bills on Industrial Relations and Social Security state that the offences punishable
with imprisonment up to one year or with fine will be compoundable.   For offences
with fine, compounding is allowed for a sum of 50% of the maximum fine provided
for the offence.   For offences with imprisonment, compounding is allowed for a sum
of 75%.  In the Bill on Occupational Safety, 50% may be compounded where a
‘penalty’ is levied (e.g., for non-maintenance of registers) and 75% for ‘offences’
(e.g., for falsification of records).

■

A.2 Code on Industrial Relations, 2020

Exemption

The appropriate government may exempt any new industrial establishment or class of
establishments from the provisions of the Code in public interest.

■

Standing Orders

Applicability of standing orders: The 2019 Bill provided that all industrial
establishment with 100 workers or more must prepare standing orders on the
matters listed in a Schedule to the Code.  These matters relate to: (i) classification of
workers, (ii) manner of informing workers about work hours, holidays, paydays, and
wage rates, (iii) termination of employment, and (iv) grievance redressal
mechanisms for workers.  The 2020 Bill provides that this will apply to
establishments with at least 300 workers.
 

■

Powers to the central government to revise the threshold: The 2019 Bill provided
that the central government may make the provisions related to standing orders
applicable to establishments with less than 100 workers through a notification.   The
2020 Bill removes this provision.   
 

■

Change in employee strength: The 2019 Bill provided that once an establishment is
covered under the provisions related to standing orders, these provisions will
continue to apply even if its employee strength reduces below the threshold (100
workers) at any time thereafter.   The 2020 Bill removes this requirement.

■

Closure, lay-off and retrenchment

Prior permission of the government: Under the 2019 Bill, an establishment having at
least 100 workers was required to seek prior permission of the government before
closure, lay-off, or retrenchment.  Lay-off refers to an employer’s inability to
continue giving employment to a worker in the face of adverse business conditions.
 Retrenchment refers to the termination of service of a worker for any reason other
than disciplinary action.  The 2020 Bill provides that prior permission will be
required for establishments with at least 300 workers.
 

■

Powers to the central government to revise the threshold: The 2019 Bill empowered
the government to increase or decrease the threshold for the establishments to seek

■
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prior permission before closure, lay-off or retrenchment.  The 2020 Bill only allows
an increase in the threshold through notification.

Negotiating Union and Council

Sole Negotiating Union: Under the 2019 Bill, if there were more than one registered
trade union of workers functioning in an establishment, the trade union having more
than 75% of the workers as members would be recognised as the sole negotiating
union.  The 2020 Bill lowers this threshold to 51% of workers.
 

■

Negotiation Council: In case no trade union is eligible as sole negotiating union, the
2019 Bill provided that a negotiating council will be formed consisting of
representatives of unions that have at least 10% of the workers as members.  The
2020 Bill raises this threshold to 20%.

■

New provision under the Bill

Disputes relating to termination of individual worker:   The 2020 Bill classifies any
dispute in relation to discharge, dismissal, retrenchment, or otherwise termination of
the services of an individual worker to be an industrial dispute.  The worker may
apply to the Industrial Tribunal for adjudication of the dispute.  The worker may
apply to the Tribunal 45 days after the application for the conciliation of the dispute
was made.

■

A.3 Code on Social Security, 2020

Social security entitlements

The 2019 Bill mandated social security for certain establishments, based on thresholds,
such as the size of the establishment and income ceilings.   The 2020 Bill states that the
central government may, by notification, apply the Code to any establishment (subject to
size-threshold as may be notified).  
 

■

Further, under the 2019 Bill, the government could notify schemes for unorganised sector
workers (such as home-based and self-employed workers), gig workers, and platform
workers.  Gig workers refer to workers outside the traditional employer-employee
relationship.  Platform workers are those who access organisations or individuals through
an online platform and provide services or solve specific problems.  The 2020 Bill makes
the following changes for such workers:

■

Social security funds for unorganised workers, gig workers and platform workers:
 The 2019 Bill empowered the central government to set up social security funds for
unorganised workers, gig workers and platform workers.  The 2020 Bill states that the
central government will set up such a fund.  Further, state governments will also set
up and administer separate social security funds for unorganised workers.  The 2020
Bill also makes provisions for registration of all three categories of workers -
unorganised workers, gig workers and platform workers.   
 

-

National Social Security for gig workers and platform workers:  The 2019 Bill
provided for the establishment of a national and various state-level boards for
administering schemes for unorganised sector workers.  The 2020 Bill states that in

-



Page 231

cr
ac

kIA
S.co

m

addition to unorganised workers, the National Social Security Board may also act as
the Board for the purposes of welfare of gig workers and platform workers and can
recommend and monitor schemes for gig workers and platform workers.  In such
cases, the Board will comprise of a different set of members including: (i) five
representatives of aggregators, nominated by the central government, (ii) five
representatives of gig workers and platform workers, nominated by the central
government, (iii) Director General of the ESIC, and (iv) five representatives of state
governments.    
 
Role of aggregators:  The 2020 Bill clarifies that schemes for gig workers and
platform workers may be funded through a combination of contributions from the
central government, state governments, and aggregators.  For this purpose, the Bill
specifies a list of aggregators in Schedule 7.  These mention nine categories
including ride sharing services, food and grocery delivery services, content and
media services, and e-marketplaces.  Any contribution from such an aggregator may
be at a rate notified by the government falling between 1-2% of the annual turnover of
the aggregators.  However, such contribution cannot exceed 5% of the amount paid
or payable by an aggregator to gig workers and platform workers.  

-

Changes in definitions:  The 2020 Bill changes the definitions of certain terms in the
Code.   These include: (i) expanding the definition of ‘employees’ to include workers
employed through contractors, (ii) expanding the definition of “inter-state migrant
workers” to include self-employed workers from another state, (iii) expanding the
definition of “platform worker” to additional categories of services or activities as
may be notified by the government, (iv) expanding the definition of audio-visual
productions to include films, web-based serials, talk shows, reality shows and
sports shows, and (v), exempting construction works from the ambit of “building or
other construction work” if the total cost of construction work exceeds Rs 50 lakhs
(and if they employ more than a certain notified number of workers). 
 

■

Term of eligibility for gratuity:   Under the 2019 Bill, gratuity was payable on the
termination of employment, if the employee has been in the organisation for at least
five years.  The 2020 Bill reduces the gratuity period from five years to three years
for working journalists.  

■

Provisions on appeals, assessment, and offences and penalties

Appeals:  Under the 2019 Bill, authorised officers were empowered to conduct
inquiries and decide: (i) disputes regarding the applicability of the provisions of
provident fund (PF) and employee state insurance (ESI) to certain establishments,
and (ii) determine amounts due from employers under these heads.  Any aggrieved
party could file for a review of the order.  The 2020 Bill removes the provisions for
such review.  
 

■

Determination of escaped amounts:  Under the 2019 Bill, after passing orders, the
authorized officer could, within five years of the order, reopen any case and pass
further orders to re-determine the amounts due from the employer if he had reason
to believe that: (i) certain amounts had escaped his notice because of failure of the
employer to disclose relevant documents/facts, or (ii) certain amounts had escaped

■
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his determination because of information received consequently.  The 2020 Bill
removes this provision. 
 
Offences and penalties:  The 2020 Bill changes the penalties for certain offences.
 For example, the maximum imprisonment for obstructing an inspector from
performing his duty has been reduced from one year to six months.   Similarly, the
penalty for unlawfully deducting the employer’s contribution from the employee’s
wages has been changed from imprisonment of one year or fine of Rs 50,000 to only
fine of Rs 50,000.  

■

Other changes 

Composition of boards for unorganised workers:   The Bill expands the
representation of central government officials in the National Social Security Board
for unorganised workers from five members to 10 members (taking the total count of
members from 37 in the 2019 Bill to 42 in the 2020 Bill).  Similarly, the number of
state government officials in the state Boards for unorganised workers has been
increased from seven to 10 members (taking the total members from 31 in the 2019
Bill to 34 in the 2020 Bill). 
 

■

Additional powers during an epidemic:  The 2020 Bill adds new clauses which may
become applicable in the cases of an epidemic.  For example, the central
government may defer or reduce the employer’s or employee’s contributions (under
PF and ESI) for a period of up to three months in the case of a pandemic, endemic,
or national disaster. 

■

A.4 Code on Occupational Safety, Health and Working Conditions, 2020

Exemption

The 2019 Bill permitted the appropriate government to exempt any establishment or class
of establishment from any provisions of the Code.  The 2020 Bill empowers the state
government to exempt any new factory from the provisions of the Code in order to create
more economic activity and employment.

■

Threshold for coverage of establishments

Factory:  The 2019 Bill defined a factory as any premises where manufacturing
process is carried out and it employs more than: (i) 10 workers, if the process is
carried out using power, or (ii) 20 workers, if it is carried out without using power.
 This was same as the Factories Act, 1948, which is being subsumed by the Bill.  The
2020 Code increases the threshold to: (i) 20 workers for premises where the
manufacturing process is carried out using power, and (ii) 40 workers for premises
where it is carried out without using power.
 

■

The 2019 Bill excluded mines from the definition of a factory.  The 2020 Bill removes this
provision.
 

■

Establishments engaged in hazardous activity:  The 2019 Bill defines an
establishment as a place where any business, trade, or occupation is carried out
with 10 or more workers.  The 2020 Bill includes all establishments where any

■



Page 233

cr
ac

kIA
S.co

m

hazardous activity is carried out regardless of the number of workers.
 
Contract workers:  The 2019 Bill applied to establishments or contractors employing
20 or more contract workers (on any day in the last one year).  It also allowed the
appropriate government to notify a lower threshold for this purpose.   The 2020 Bill
replaces this provision.   It specifies that the Code will apply to establishments or
contractors employing 50 or more workers (on any day in the last one year).
 

■

The 2019 Bill empowered the government to prohibit employment of contract labour in
some cases including where: (i) the work is of a perennial nature, or (ii) the work performed
by contract workers is necessary for the business carried out by the establishment, or (iii)
the same work is carried out by regular workmen in the establishment.  The 2020 Bill
instead prohibits contract labour in core activities, except where: (i) the normal functioning
of the establishment is such that the activity is ordinarily done through contractor, (ii) the
activities are such that they do not require full time workers for the major portion of the day,
or (iii) there is a sudden increase in the volume work in the core activity which needs to be
completed in a specified time.  
 

■

The appropriate government will decide whether an activity of the establishment is a core
activity or not.   However, the Bill defines a list of non-core activities where the prohibition
would not apply.  This includes a list of 11 works including: (i) sanitation workers, (ii)
security services, and (iii) any activity of intermittent nature even if that constitutes a core
activity of an establishment.  
 

■

The Bill allows the appropriate government to exempt contractors from the provisions of the
Bill in case of an emergency, subject to such conditions as may be notified. 
 

■

The 2019 Bill provided that it will not be applicable to the offices of the central and state
governments.  The 2020 Bill clarifies that the Code will apply to contract labour engaged
through a contractor in the offices of the central and state governments (where the
respective government is the principal employer).

■

Building or other construction work:  Under the 2019 Bill, construction works
employing 10 or more workers were considered as building or other construction
works.  The 2020 Bill removes this condition.

■

Work hours and employment conditions

Daily work hour limit:  The 2019 Bill allowed the appropriate government to notify the
maximum daily work hours for workers.  The 2020 Bill fixes the maximum limit at
eight hours per day.
 

■

Employment of women:  The 2019 Bill allowed the appropriate government to
prohibit employment of women for undertaking dangerous operations.  The
2020 Bill provides that women will be entitled to be employed in all establishments
for all types of work under the Bill.  It also provides that in case they are required to
work in hazardous or dangerous operations, the government may require the
employer to provide adequate safeguards prior to their employment.

■

Inter-state migrant workers and unorganized workers
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Definition:  The 2019 Bill defined inter-state migrant worker as a person who: (i) has
been recruited by an employer or contractor for working in another state, and (ii)
draws wages within the maximum amount notified by the central government.  The
2020 Bill adds that any person who moves on his own to another state and obtains
employment there will also be considered an inter-state migrant worker.   The
2020 Bill also specifies that only those persons will be considered as inter-state
migrants who are earning a maximum of Rs 18,000 per month, or such higher
amount which the central government may notify. 

■

Benefits for inter-state migrant workers:  The 2020 Bill provides for certain benefits
for inter-state migrant workers.  These include: (i) option to avail the benefits of the
public distribution system either in the native state or the state of employment, (ii)
availability of benefits available under the building and other construction cess fund
in the state of employment, and (iii) insurance and provident fund benefits available
to other workers in the same establishment.
 

■

Displacement allowance:  The 2019 Bill required contractors to pay a displacement
allowance to inter-state migrant workers at the time of their recruitment, which was
equivalent to 50% of the monthly wages.  The 2020 Bill removes this provision.
 

■

Database for inter-state migrant workers:  The 2020 Bill requires the central and
state governments to maintain or record the details of inter-state migrant workers in
a portal.  An inter-state migrant worker can register himself on the portal on the
basis of self-declaration and Aadhaar.

■

Social Security Fund:  The 2020 Bill provides for the establishment of a Social
Security Fund for the welfare of unorganised workers.  The amount collected from
certain penalties under the Code (including the amount collected through
compounding) will be credited to the Fund.  The government may prescribe other
sources as well for transferring money to the Fund.

■

PART B: Issues to consider 

B.1 Some common issues across the three Labour Bills

Definition of ‘appropriate government’ 

All three Labour Bills specify that the central government will act as the appropriate government
for any central public sector undertaking (PSUs).  The central government will continue to be the
appropriate government for a central PSU even if the holding of the central government in that
PSU becomes less than 50%.  It is unclear as to why the central government should continue to
exercise jurisdiction over an establishment in which it does not own controlling stake (even in
cases where it has sold its entire stake).  Note that while examining the earlier versions of the
Codes on Industrial Relations and Social Security, the Committee had recommended  that the
central government should exercise powers only over those PSUs in which it has more than
50% stake.3

Delegated Legislation 

Under the Constitution, the legislature has the power to make laws and the government is
responsible for implementing them.  Often, the legislature enacts a law covering the general
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principles and policies, and delegates detailed rule-making to the government to allow for
expediency and flexibility.  However, certain functions and powers should not be delegated to
the government.   These include framing the legislative policy to determine the principles of the
law.  Any Rule should also remain within the scope of the delegating Act.  

The three labour Bills delegate various essential aspects of the laws to the government through
rule-making.  These include: (i) increasing the threshold for lay-offs, retrenchment, and closure,
(ii) setting thresholds for applicability of different social security schemes to establishments, and
(iii) specifying safety standards, and working conditions to be provided by establishments under
the occupational safety Code.  The question is whether the power to decide such matters should
be retained by the legislature or whether these could be delegated to with the government.

While examining the 2019 Social Security Bill, the Standing Committee on Labour had noted
that the Bill delegates various aspects for rule-making by the government, especially in relation
to defining the entitlements, benefits and contributions under the Bill.3  It suggested that the
Ministry review all such instances of delegation in the Bill.   

Power to exempt establishments

The 2020 Bill on Industrial Relations provides the government with the power to exempt any new
industrial establishment or class of establishment from any or all of its provisions if it is in public
interest.  The 2020 Bill on Occupational Safety also gives the appropriate government the power
to exempt any establishment for a period to be specified in the notification.  Further, it enables
the state government to exempt any new factory from its provision in the interest of creating
more economic activity and employment.  Note that the Factories Act, 1948 permitted
exemptions from its provisions only in cases of public emergency, and limited such exemption to
three months.

Therefore, the central and the state government have wide discretion in providing exemptions
from these Bills.  Every factory would generate employment, and public interest could be
interpreted broadly.   The exemptions could cover a wide range of provisions including those
related to hours of work, safety standards, retrenchment process, collective bargaining rights,
contract labour.

Certain workers not covered under the Bills 

The Bill on Industrial Relations applies to all establishments, with separate thresholds for layoffs,
retrenchment and closure, and for requirement of standing orders.  On the other hand, the Bills
on social security and occupational safety continue to apply to establishments over a certain
size - the Occupational Safety Bill covers establishments with 10 or more workers while the Bill
on Social Security requires only establishments over a certain size (typically, 10 or 20) to
provide mandatory benefits (such as provident fund and pension).  Further, the Bills on industrial
relations and occupational safety allow the government to exempt any new establishment from
their provisions in public interest.  This raises the question of the extent to which establishments
should be covered by the Bills.  

It has been argued that the application of labour laws based on the number of employees is
desirable to reduce the compliance burden on infant industries and to promote their economic
growth.[4],[5]   However, low numeric thresholds may create adverse incentives for
establishments sizes to remain small, in order to avoid complying with labour regulation.4,5  To
promote the growth of smaller establishments, some states have amended their labour laws to
increase the threshold of their application.  For instance, Rajasthan has increased the threshold
of applicability of the Factories Act, 1948, from 10 workers to 20 workers (if power is used), and
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from 20 workers to 40 workers (if power is not used).  The Economic Survey (2018-19) noted
that increased thresholds for certain labour laws in Rajasthan resulted in an increase in growth
of total output in the state and total output per factory.5  Note that the Bill on Occupational Safety
makes similar changes to the size to the thresholds for factories - from 10 workers to 20 workers
(if power is used), and from 20 workers to 40 workers (if power is not used).  Further, it
increases the threshold of applicability of provisions regulating use of contract labour from 20
workers to 50 workers.   

On the other hand, some have argued that basic provisions for enforcement of wages, provision
of social security, safety at the workplace, and decent working conditions, should apply to all
establishments, regardless of size.2,4  Towards, this the 2020 Bill on Occupational Safety states
that the applicability thresholds (of 10 or above) will not apply in those establishments in which
hazardous or life-threatening activities (as notified by the central government) are being carried
out.  The Standing Committee while examining the earlier versions of the Bills on Occupational
Safety and Social Security stated that: (i) the Occupational Safety Code should include a
mechanism to notify provisions to safeguard the health and safety of unorganised workers and
insert chapters in the Code specifying the safety, health and working conditions for inter-state
migrant workers and plantation workers, (ii) the Social Security Code should provide a
framework to achieve universal social security within a definite time frame.  It made several
recommendations towards expanding coverage.3  While the 2020 Occupational Safety Bill
incorporates the recommendations of the Committee (provides for a social security fund for
unorganised workers and adds separate chapters for migrant and plantation workers), the 2020
Social Security Bill does not address them.  

In this regard, the 2nd National Commission on Labour (2002) had recommended a separate law
for small scale units (having less than 20 workers) with less stringent provisions for conditions
such as payment of wages, welfare facilities, social security, retrenchment and closure, and
resolution of disputes.  For unorganised sector establishments (which fall outside the purview of
labour laws), the National Commission for Enterprises in the Unorganised Sector (NCEUS)
made several recommendations to address the social security and minimum conditions of work
for both agricultural and non-agricultural workers and suggested two Bills – one for each
sector.[6]  Note that the Economic Survey (2018-19) estimates that almost 93% of the total
workforce is informal.5  

Note that most countries do not exempt smaller enterprises from labour regulation entirely.   The
International Labour Organisation (2005) notes that only 10% of its member states had
exempted micro and small enterprises from labour regulation altogether.[7]  Most countries
adopt a mixed approach to labour regulation.  For instance, health and safety laws in the United
States, United Kingdom, South Africa and Philippines provide universal coverage to all workers
(except for domestic help in the US and UK).8  However, certain obligations under these laws
are only applicable to enterprises with employees over a certain threshold.  For example, record-
keeping obligations for work-related accidents in the US only apply to establishments with at
least 10 employees or in “low hazard” industries.  In South Africa, only enterprises with 20 or
more workers are required to designate a health and safety representative.[8]  

B.2 Key Issues in the Industrial Relations Code, 2020 

Strikes and lock-outs may become difficult for all establishments

The 2020 Bill requires all persons to give a prior notice of 14 days before a strike or lock-out.
 This notice is valid for a maximum of 60 days.  The Bill also prohibits strikes and lock-outs: (i)
during and up to seven days after a conciliation proceeding, and (ii) during and up to sixty days
after proceedings before a tribunal.  This may impact the ability of workers to strike and
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employers to lock-out workers.  

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

The Industrial Disputes Act, 1947 contains similar provisions for public utility services.  A public
utility service includes railways, airlines, and establishments that provide water, electricity, and
telephone service.  However, the National Commission on Labour (2002) had justified the
rationale of treating such industries differently, considering their impact on the lives of a vast
majority of people.2   The rationale for extending the provisions on notice to all establishments is
unclear.  The Standing Committee while examining an identical provision in the 2019 Bill had
recommended that the restriction on strikes should only apply to public utility services.3

Power to government to modify or reject tribunal awards

The 2020 Bill provides for the constitution of Industrial Tribunals and a National Industrial
Tribunal to decide disputes under the Bill.  It states that the awards passed by a Tribunal will be
enforceable on the expiry of 30 days.  However, the government can defer the enforcement of
the award in certain circumstances on public grounds affecting national economy or social
justice.   These circumstances are when: (i) the central or state government is a party to the
dispute in appeal, or (ii) the award has been given by a National Tribunal.  The appropriate
government can also make an order rejecting or modifying the award.   The notification and the
order will be tabled in the legislature.  The question is whether such a provision would violate the
principle of separation of powers between the executive and the judiciary, since it empowers the
government to change the decision of the tribunal through executive action.   Further, it raises
the question of whether there is a conflict of interest, as the government may modify an award
made by the Tribunal in a dispute in which it is a party.  

The Industrial Disputes Act, 1947 had similar provisions.  In 2011, the Madras High Court
(affirming a 1997 Andhra Pradesh High Court judgement) struck down these provisions on
constitutional grounds and held that the power to the executive to decline enforcing an award or
to modify it, allows the executive to sit in appeal over the decision of the Tribunal, and therefore
violates the separation of powers between the executive and the judiciary, which forms a part of
the basic structure of the Constitution.[9],[10]  This provision has been replicated in the Code.
 Therefore, it may violate the principle of separation of powers between the executive and the
judiciary.  The Standing Committee on Labour while examining an identical provision in the 2019
Bill had recommended removing this provision in view of these judgements.3 

Provisions for formation of a negotiation council may be restrictive

Under the 2020 Bill, a sole union will be the negotiation agent with the management of the
company.  If there is more than one registered trade union of workers, the trade union having
more than 51% of the workers as members would be recognised as the sole negotiating union.
 In case no trade union meets these criteria, a negotiating council will be formed with
representatives of unions that have at least 20% of the workers as members.  Note that trade
unions must have membership of at least 10% or workers or 100 workers, whichever is lesser,
to be registered.   It is unclear as to what will happen in case there are multiple registered trade
unions which enjoy this support (of 10% of members) but no union has the required support of at
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least 20% workers to participate in the negotiating council.  

Note that under the 2019 Bill, the threshold for participation in negotiating council was 10%
instead of 20%.  

Provisions on fixed term employment 

The 2020 Bill introduces provisions on fixed term employment.  Fixed term employment refers to
workers employed for a fixed duration based on a contract signed between the worker and the
employer.  Provisions for fixed term employment were introduced for central sphere
establishments in 2018.[11]  We discuss below the pros and cons of introducing fixed term
employment.  

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

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

The Standing Committee on Labour examined identical provisions in the 2019 Bill and
recommended the conditions under which, and areas where fixed term employment may be
utilised should be clearly specified.3  Further, a minimum and maximum tenure for hiring fixed
term employees should be specified.

The ILO (2016) noted that several countries restrict the use of fixed term contracts by: (i) limiting
renewal of employment contracts (e.g., Vietnam, Brazil and China allow two successive fixed
term contracts), (ii) limiting the duration of contract (e.g., Philippines and Botswana limit it up to a
year), or (iii) limiting the proportion of fixed term workers in the overall workforce (e.g., Italy limits
fixed term and agency workers to 20%).[12]  

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

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

Feature Fixed Term Employee Permanent Employee Contract Labour
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Type of
employme
nt

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

■

On the payroll of the
establishment.

■

 

Employment directly
under a written
contract. 

■

On the payroll of the
establishment. 

■

Engaged in an
establishment through a
contractor or agency. 

■

Not on the payroll of the
establishment.

■

Term Stipulated fixed term. ■

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

■

Employed on a
permanent basis

■

Notice has to be
given for termination
of employment. 

■

Based on terms
negotiated with the
contractor. 

■

Nature of
work

Not specified.■ Hired for routine
work. 

■

 

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

■

Sources:  Contract Labour Act, 1970; Industrial Disputes Act, 1947; Notification GSR
976(E), Ministry of Labour and Employment, October 7, 2016, Notification GSR 235(E),
Ministry of Labour and Employment, March 16, 2018; 2020 Bill; PRS.   

Certain terms not defined in the Code 

The 2020 Bill defines a ‘worker’ as any person who work for hire or reward.  It excludes persons
employed in a managerial or administrative capacity, or in a supervisory capacity with wages
exceeding Rs 18,000.  However, it does not define the terms ‘manager’ or ‘supervisor’ in this
context.   These terms are also used in the remaining three labour Codes, i.e., on Occupational
Safety and Health, Wages and Social Security.  The Standing Committee which examined the
OSH Code recommended that the terms ‘supervisor’ and ‘manager’ be clearly defined in the Bill
as it determines the categories of persons who would be excluded from the definition of
‘workers’. 

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

B.3 Key Issues in the Code on Social Security, 2020

Purpose of the Bill

The 2020 Bill replaces nine laws related to social security.  The National Commission on Labour
(2002) (NCL) had emphasised the need for universal and comprehensive social security
coverage to avoid deprivation of basic needs of workers, and recommended the simplification
and consolidation of existing laws towards this end.2  The Statement of Objects and Reasons of
the Bill states that it seeks to simplify and amalgamate the provisions of these laws in line with
the NCL recommendations.[13]
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The NCL recommended that: (i) the social security system should apply to all establishments, (ii)
the existing wage ceilings for coverage should be removed, and (iii) there should be a functional
integration of the administration of existing schemes.  Further, every employer and employee
may make a single contribution for the provision of all the benefits, with a ceiling prescribed for
such contributions.  However, the Bill largely retains the current set up and does not fully
implement these recommendations.

First, the Bill continues to retain thresholds based on the size of establishment for making
certain benefits mandatory.  Benefits, such as pension and medical insurance, continue to be
mandatory only for establishments with a minimum number of employees (such as 10 or 20
employees).  All other categories of workers (i.e., unorganised workers), such as those working
in establishments with less than 10 employees and self-employed workers may be covered by
discretionary schemes notified by the government.  This is similar to the current system where
unorganised workers are governed by a different law (being subsumed by the Bill) under which
voluntary schemes are notified for such workers.[14]  A large numbers of workers may continue
to be excluded.  Note that the Periodic Labour Force Survey Report (2018-19) indicates that
70% of regular wage/salaried employees in the non-agricultural sector did not have a written
contract, and 52% did not have any social security benefit.[15]   

Second, the Bill continues to treat employees within the same establishment differently based on
the amount of wages earned.  For instance, provident fund, pension and medical insurance
benefits are only mandatory to employees earning above a certain threshold (as may be notified
by the government) in eligible establishments.  

Third, the Bill continues to retain the existing fragmented set up for the delivery of social security
benefits.   These include: (i) a Central Board of Trustees to administer the EPF, EPS and EDLI
Schemes, (ii) an Employees State Insurance Corporation to administer the ESI Scheme, (iii)
national and state-level Social Security Boards to administer schemes for unorganised workers,
and (iv) cess-based labour welfare boards for construction workers. 

The Standing Committee on Labour (2020) had examined the 2019 Bill with similar provisions
and recommended that the Code should provide a framework for achieving universal social
security within a definite time frame.3  It made several recommendations for expanding the
coverage of establishments, employees, and types of benefits.  These include: (i) re-considering
establishment-size based thresholds and expanding the definition of “establishment” to include
other enterprise categories such as agricultural and own account enterprises, (ii) expanding
definitions of “employees” to include Asha and Anganwadi workers, and “unorganised workers”
to include agricultural workers, (iii) creating a separate fund for inter-state migrant workers, (iv)
introducing unemployment insurance for unorganised workers and (v) and re-introducing labour
welfare funds for workers in certain industries such as iron ore mines and beedi establishments.
 

Table 2 below compares the 2019 Bill, the recommendations of the NCL, the recommendations
of the Standing Committee, and the extent to which the 2020 Bill incorporated these changes.    

Table 2: Comparison of Bill with existing laws and NCL recommendations 

Featur
e

NCL Recommendations 2019 Bill Standing Committee
Recommendations

2020 Bill

Coverage Move from the
current
fragmented social

■ Ret
ain
s

■ Code does not
clearly define
benefits and

■ Standing
Committe
e

■
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security system to
an
integrated univers
al one with: (i)
mandatory state-
funded social
security for the
poor, (ii)
contribution-
based system for
workers earning
up to a certain
wage (with part
state-subsidy for
unorganised
workers), and (iii)
voluntary
schemes for
others. 

cov
era
ge
as
per
exi
stin
g
law
s,
wit
h
limi
ted
mo
difi
cati
ons
.
The
Bill
add
itio
nall
y
per
mit
s
the
gov
ern
me
nt
to
fra
me
sch
em
es
for
gig
wor
ker
s
and
plat
for
m

■

entitlements for
several
categories of
workers. 
Code should
provide a
framework to
achieve universal
social security for
all workers with
firm entitlements
and within a
defined time
frame.     

■

recomme
ndations
not
addresse
d
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wor
ker
s.

Registration Move from
differing
registration
requirements to a
comprehensive
system of
registration of
workers and
establishments.

■ Est
abli
sh
me
nts
to
regi
ster
wit
h
res
pec
tive
org
ani
sati
ons
.

■

Aa
dha
ar-
bas
ed
regi
stra
tion
for
all
elig
ible
wor
ker
s. 

■

Provide for a
unified
registration and
compliance
platform.     All
establishments
should
mandatorily
register with a
single authority.
   

■ Standing
Committe
e
recomme
ndations
not
addresse
d

■

Portability  Address lack of
portability by
issuing cards with
unique social
security number
to enable
portability

■ No
exp
licit
pro
visi
on
for
port
abil

■ Provide for
common
“minimum
mandatory
entitlements”
across states for
construction and
unorganised
workers to

■ Standing
Committe
e
recomme
ndations
not
addresse
d

■
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ity
of
ben
efit
s.

enable
portability.  
Ensure portability
for migrant
workers.  

■

Delivery Move to a
decentralised
mechanism with:
(i) national
authority chaired
by the Prime
Minister, (ii)
central board for
managing the
scheme, (iii) state
boards for
delivery and
implementation,
and (iv) local
committees for
identification and
registration of
beneficiaries.

■ The
Bill
reta
ins
the
sa
me
org
ani
sati
ona
l
set
up
as
und
er
exi
stin
g
law
s.

■ Code continues
with the existing
fragmented
structure for
delivery of
benefits.
 Committee
recommended
that
the government
consider putting
in place a more
compact system
of governance of
social security.

■ Standing
Committe
e
recomme
ndations
not
addresse
d

■

Sources: Existing social security Acts; 2nd Report of NCL; Report of the Standing
Committee on the 2019 Bill; 2019 Bill; 2020 Bill; PRS.   

Provisions on gig workers and platforms workers are unclear 

The 2020 Bill introduces definitions for ‘gig worker’ and ‘platform worker’.  Gig workers refer to
workers outside the “traditional employer-employee relationship”.  Platform workers are those
who are outside the “traditional employer-employee relationship” and access organisations or
individuals through an online platform and provide services for payment.  The Bill also creates
provisions for unorganised workers.  An unorganised worker is defined as one who works in the
unorganised sector, and includes workers not covered by the Industrial Disputes Act, 1947, or
other provisions of the Bill (such as provident fund or gratuity).   It also includes self-employed
workers.   The Bill mandates different schemes for all these categories of workers.  However,
there may be some overlap between their definitions.  We illustrate this below. 

Consider the example of a driver working for an app-based taxi aggregator.  Here, there is no
employee-employer relationship.  For example, appointment letters are not issued, social
security benefits are absent, work hours are not regulated by the employer, and the driver may
choose to work for a competitor taxi aggregator.  Therefore, the nature of the work involved may
lie outside the purview of a ‘traditional employer-employee relationship’, making him a ‘gig
worker’.  However, the driver is able to pursue this job only through an online platform.   This
would meet the definition of a ‘platform worker’ as well.  Such a driver may also be an
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‘unorganised worker’ as he may be self-employed.  With such overlap across definitions, it is
unclear how schemes specific to these categories of workers will apply.  The Standing
Committee on Labour examined similar provisions in the 2019 Bill and recommended:
(i) expanding the definition of “unorganised workers” to include gig and platform workers, (ii)
making the definition of “gig worker” more specific to avoid misinterpretation, and (iii) expanding
the definition of “platform worker” to enable inclusion of future models of work.3  The 2020 Bill
only incorporates the last recommendation.  

Provisions on gratuity for fixed term workers unclear

Under the 2020 Bill, gratuity is payable if the employee has served a continuous period of five
years.  However, this time period will not apply if the contract term of a fixed term worker
expires.  The Bill further states that in the case of fixed term employment, the employer will pay
gratuity on a pro rata basis (i.e. proportionate to the fixed term period).   However, the Industrial
Relations Bill, 2020 while defining fixed term workers, states that such workers will be eligible for
gratuity only if they complete a one-year contract.  Therefore, the two Bills contain different
provisions on gratuity for fixed term workers and it is not clear whether a fixed term employee
with a contract of lesser than one year will be entitled to gratuity under the Code on Social
Security, 2020.

Mandatory linking with Aadhaar may violate Supreme Court judgement  

The 2020 Bill mandates an employee or a worker (including an unorganised worker) to provide
his Aadhaar number to receive social security benefits or to even avail services from a career
centre.   This may violate the Supreme Court’s Puttaswamy-II judgement.[16]  In its judgement,
the Court had ruled that the Aadhaar card/number may only be made mandatory for expenditure
on a subsidy, benefit or service incurred from the Consolidated Fund of India.  Applying this
principle, the Court has struck down the mandatory linking of bank accounts with Aadhaar.
 Since certain entitlements such as gratuity and provident fund (PF) are funded by employers
and employees and not by the Consolidated Fund of India, making Aadhaar mandatory for
availing such entitlements may violate the judgement.   Note that the Employees’ Provident
Fund Organisation (EPFO) had made Aadhaar linking with PF accounts mandatory in 2015.
 After the judgement, the EPFO issued orders against the enforcement of these provisions.[17] 
Further, the rationale for seeking mandatory linking of Aadhaar for availing career centre
services is unclear.  Note that while examining the provision on mandatory linking of Aadhaar for
registration of unorganised workers (in the 2019 Bill), the Standing Committee noted the
government’s assurance that this provision will be re-examined.3  

 Recommendations of the Standing Committee 

The Standing Committee on Labour (2020) had given certain other recommendations on the
2019 Bill.  Further, some of the Committee’s recommendations on the 2019 Occupational
Safety, Health and Working Conditions (OSH) Code, 2019, also applied to the 2019 Bill.  We
summarise these recommendations below and the extent to which the 2020 Bill incorporates
these recommendations:

Reduction in term for gratuity: Under the 2019 Bill, gratuity is payable if the
employee has served a continuous period of five years.   The Committee
recommended reducing this to one year and extending gratuity to all other
categories of workers including contract, seasonal, and piece-rate workers.3   The
2020 Bill only reduced gratuity entitlement for working journalists from five years to
three years. 

■
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Employment Exchanges:  One of the laws replaced by the 2019 Bill governs
employment exchanges, where certain employers are required to report vacancies
and job seekers may track openings.  The Committee noted that this law is not
connected with social security and recommended its removal from the Bill.  This
recommendation has not been incorporated in the 2020 Bill.
 

■

Social security for plantation workers:  The OSH Code contains health and safety
provisions for workers in plantations measuring at least five hectares.  In its report
on the OSH Code, the Committee noted an assurance of the Ministry that workers in
plantations measuring less than five hectares would be covered in the Code on
Social Security.  However, the definition of a “plantation” in the 2019 Bill retained the
five-hectare threshold.3  This recommendation has not been incorporated in the
2020 Bill. 

■

The 2020 Bill also defines the term ‘employer’ to mean a person who employs any persons and
specifically includes certain categories of workers.  In the case of a factory, employer means the
occupier of a factory, i.e., the person with ultimate control over the affairs of the company.  
However, the remaining three labour codes define the term ‘employer’ to include occupier as
well as the manager of the factory.  It is not clear why managers of factories have not been
included in the definition.  Further, the Bill also does not define certain terms used to define an
‘establishment’.  These include the terms ‘industry’, ‘trade’, ‘business’, ‘manufacture’ or
‘occupation’.   

B.4 Key Issues in the Code on Occupational Safety, Health and Working Conditions, 2020

Rationale for some special provisions unclear  

The 2020 Bill replaces 13 laws regulating health, safety and working conditions of workers.  The
National Commission on Labour (2002) recommended consolidation and simplification of these
laws.2  Further, the Statement of Objects and Reasons of the Bill states that it seeks to simplify
and amalgamate the provisions of the 13 Acts.[18]  While the Bill consolidates existing Acts, it
falls short of simplifying their provisions. We illustrate this below. 

The Bill contains general provisions which apply to all establishments.  These include provisions
on registration, filing of returns, and duties of employers.  However, it also includes additional
provisions that apply to specific type of workers such as those in factories and mines, or as
audio-visual workers, journalists, sales promotion employees, contract labour and construction
workers.  

It may be argued that special provisions on health and safety are required for certain categories
of hazard-prone establishments such as factories and mines.  It may be necessary to allow only
licensed establishments to operate factories and mines.   Similarly, special provisions may be
required for specific categories of vulnerable workers such as contract labour and migrant
workers.  However, the rationale for mandating special provisions for other workers is not clear.
  

For example, the Bill requires that any person suffering from deafness or giddiness may not be
employed in construction activity which involve a risk of accident.  The question is why such a
general safety requirement is not provided for all workers.   Similarly, the Bill provides for
registration of employment contracts for audio-visual workers, raising the question of why there
is a special treatment for this category.
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Further, the Bill specifies additional leave for sales promotion employees. It also specifies that
working journalists cannot be made to work more than 144 hours in four weeks (i.e. an average
of 36 hours per week).  For all other workers covered under the Bill, the minimum leave and
maximum work hours are prescribed through rules.  The rationale for differential treatment with
regard to working conditions between working journalists and sales promotion employees on the
one hand, and all other workers on the other hand, is unclear. 

Note that, if any sector-specific provisions are needed, the Bill empowers the government to
notify them.

Table 3 below sets out the general provisions in the Bill applicable to all workers and the
additional special provisions applicable to specific categories of workers and establishments
under the Bill.  

Table 3: Comparison of the general provisions and special provisions in the 2020 Bill

Feature General Provisions Specific provisions

Duties of
Employer
s

Duties include
providing a safe
workplace, issuing
appointment letters,
and complying with
the provisions of the
Code. 

■

 

Factories, mines, docks, plantation and
construction: Employer must provide a
risk-free workplace and instruct employees
on safety protocol.

■

Inter-state migrant
workers: Employers/contractors have to:
(i) notify specified authority of both states
in case of fatal accidents and serious
bodily harm, (ii) ensure suitable work
conditions, and (iii) extend medical check-
up and other benefits like provident fund
and ESI entitlements which other workers
in the establishment may be entitled to. 

■

Mines: The owner and agent of the mine
will be jointly responsible for providing a
safe work environment.

■

Working
condition
s and
welfare
facilities

To be notified by the
central government.
These may include
bathing spaces,
canteens, and first
aid boxes. 

■ Factories, mines, plantation, construction,
and motor transport
undertakings: Appropriate government
may require provision of added facilities
like ambulance rooms, welfare officers,
and temporary housing. 

■

Factories, mines, plantation, and motor
transport undertakings: Appropriate
government may appoint medical officers
to examine, certify, and supervise the
health of workers. 

■

Factories involved in hazardous
processes: Maximum permissible limits of
exposure to chemical and toxic
substances in manufacturing processes
will be prescribed by state government.

■
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 Further, it may specify medical
examinations for workers, among other
facilities. 
Interstate migrant workers: Employers
must provide suitable conditions of work,
medical facilities and journey allowance.
 They must also be given an option to avail
benefits of the public distribution system
in their native or destination state where
they may be employed.

■

Plantations: Employer to provide welfare
facilities such as housing accommodation,
creches, educational, health and
recreational facilities.

■

Dangerou
s
operation
s 

No general provision
for hazardous and
dangerous
operations.

■ Factories involved in hazardous
processes: Emergency standards may be
set. The National Advisory Board may give
recommendations in cases of
extraordinary occurrences.  

■

Plantations: Arrangements must be made
for the safety of workers in connection
with use, handling, storage and transport
of insecticides, pesticides and chemicals
and toxic substances. 

■

Inspector Inspector-cum-
Facilitators may
inquire into accidents
and conduct
inspections, among
others.

■ Factories, mines, docks, and construction
work: Inspector-cum-Facilitators may limit
number of employees working or prohibit
work in an establishment, if it appears that
workers are in danger.

■

Licenses
and other 
registrati
on
requireme
nts

All establishments
with ten or more
workers must register
with the appropriate
government.(or in
hazardous
establishments as
notified by the
government)

■ Factories: Additional licenses may be
required. 

■

Beedi workers and contract
labour: License required for beedi and
cigar establishments (except for family
establishments).  Contractors must either
obtain a five-year license or obtain work-
specific licenses.  

■

Audio-visual workers: A signed agreement
between the employer or contractor and
worker must be registered with the
government.

■

Work
hours

Maximum eight hours
per day.

■ Working Journalists: Work hours cannot
exceed 144 hours in 4 weeks.  

■

Leave Workers are entitled
to one day off for

■ Sales promotion employees and working
journalists are entitled to leave for 1/11th of

■



Page 248

cr
ac

kIA
S.co

m

every 20 days of
work and one day off
every week.

time on duty, and medical leave for 1/18th

of time on duty.  Motor transport
workers are entitled to one day off in every
10 days, in certain cases. 

Disability No general provision
in the Code.

■ Construction work: No employer can hire
workers with defective vision, deafness, or
a tendency for giddiness, if there is a risk
of accident.

■

Age  No person below the
age of 14 may be
allowed to work. 

■ Mines: No worker below the age of 18 or
apprentice/trainee below the age of 16,
may work in a mine. 

■

Sources: Bill on Occupational Safety, Health and Working Conditions, 2020; PRS. 

Civil Court barred from hearing matters under the Code 

The 2020 Bill bars civil courts from hearing any matters under the Bill.  In some matters where
persons are aggrieved by the orders of authorities such as, by the order of the Inspector-cum-
facilitator in the case of factories, or by the revocation of a license for contractors, the Bill
provides for an administrative appellate authority to be notified.  However, it does not provide a
judicial mechanism for hearing disputes under the Bill.  

Under the existing 13 health and safety laws, claims which affect the rights of workers such as
wages, work hours, and leave, are heard by labour courts and industrial tribunals.  However, the
Bill bars the jurisdiction of civil courts, and does not specify that such disputes arising under it
may be heard by these labour courts and tribunals.  

Further, there may be other health and safety-related disputes.   For example, an employer may
wish to challenge an order passed by an Inspector which identified certain safety violations at
the workplace.  In such a case, the employer may file a case in the civil court for seeking remedy
against the orders passed by the Inspector.  Appeal may be filed before the High Court and
ultimately before the Supreme Court.  However, the Bill bars civil courts from hearing any
dispute under the Bill.  As a result, employers who are aggrieved by the orders of the Inspector
and by the notified administrative appellate authority will not be able to challenge it in a civil
court.  The only recourse available to them would be to directly file a writ petition before the
relevant High Court.  It can be argued that the bar on civil courts from hearing matters under the
Bill may deny aggrieved persons an opportunity to challenge certain issues before a lower court.
 

 
[1]. List of Central Labour Laws under Ministry of Labour and Employment, Ministry of Labour
and Employment. 

[2]. Report of the National Commission on Labour, Ministry of Labour and Employment,
2002, http://www.prsindia.org/uploads/media/1237548159/NLCII-report.pdf.   

[3]. Report No. 4: “Occupational Safety, Health and Working Conditions Code, 2019”, Standing
Committee on Labour, Lok Sabha, February 11, 2020; Report No. 8: “Industrial Relations Code,
2019”, Standing Committee on Labour, Lok Sabha, April 23, 2020; Report No. 9: “Code on
Social Security, 2019”, Standing Committee on Labour, Lok Sabha, July 31, 2020.

https://labour.gov.in/sites/default/files/Central%20Labour%20Acts_0.pdf
http://www.prsindia.org/uploads/media/1237548159/NLCII-report.pdf
http://164.100.47.193/lsscommittee/Labour/17_Labour_4.pdf
http://164.100.47.193/lsscommittee/Labour/17_Labour_8.pdf
http://164.100.47.193/lsscommittee/Labour/17_Labour_8.pdf
http://164.100.47.193/lsscommittee/Labour/17_Labour_9.pdf
http://164.100.47.193/lsscommittee/Labour/17_Labour_9.pdf
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[4].  “Towards an optimal regulatory framework in India”, Implementation Group, Planning
Commission, 12th Five Year Plan.

[5].   “Reorienting policies for MSME growth”, Economic Survey 2018-19. 

[6]. “Report on Conditions of Work and Promotion of Livelihoods in the Unorganised Sector”,
NCEUS, August, 2007.

[7].  “Labour and Labour-related Laws in Micro and Small and Enterprises: Innovative
Regulatory Approaches”, International Labour Organisation, 2007.

[8].   LEGOSH, Occupational Safety and Health, Country Profiles, International Labour
Organisation..

[9]. Union of India vs. Textile Technical Tradesmen Association (2014), Madras High Court,
2014 (6) CTC 427. 

[10]. Telugunadu Work charged Employees State Federation vs. GOI, Andhra Pradesh High
Court, 1997 (3) ALT 492.

[11]. Notification GSR 235(E), Ministry of Labour and Employment, March 16,
2018 https://labour.gov.in/sites/default/files/FTE%20Final%20Notification.pdf. 

[12]. “Non-Standard Employment Around the World”, 2016, International Labour
Organisation, https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---
publ/documents/publication/wcms_534326.pdf. 

[13]. Code on Social Security, 2020.

[14]. The Unorganised Workers’ Social Security Act, 2008.

[15]. Periodic Labour Force Survey Report (2018-19), Ministry of Statistics and Programme
Implementation, June 2020.  

[16]. Justice K.S. Puttaswamy Vs. Union of India, Supreme Court, Writ Petition (Civil) 494 of
2012, September 26, 2018.

[17]. Seeding KYC details in UAN Portal, Employees’ Provident Fund Organisation, October 18,
2018.

[18].   Statement of Objects and Reasons, The Occupational Safety, Health and Working
Conditions Code, 2020.

 

DISCLAIMER: This document is being furnished to you for your information.     You may choose to reproduce
or redistribute this report for non-commercial purposes in part or in full to any other person with due
acknowledgement of PRS Legislative Research (“PRS”).  The opinions expressed herein are entirely those of
the author(s).  PRS makes every effort to use reliable and comprehensive information, but PRS does not
represent that the contents of the report are accurate or complete.  PRS is an independent, not-for-profit
group.  This document has been prepared without regard to the objectives or opinions of those who may
receive it

http://planningcommission.gov.in/reports/genrep/rep_human2509.pdf
https://www.indiabudget.gov.in/economicsurvey/doc/vol1chapter/echap03_vol1.pdf
https://www.prsindia.org/sites/default/files/bill_files/bill150_20071123150_Condition_of_workers_sep_2007_1.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/documents/publication/wcms_093618.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/documents/publication/wcms_093618.pdf
https://www.ilo.org/dyn/legosh/en/f?p=14100:1000:0::NO:::
https://labour.gov.in/sites/default/files/FTE%20Final%20Notification.pdf
https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_534326.pdf
https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_534326.pdf
https://www.prsindia.org/sites/default/files/bill_files/Code%20On%20Social%20Security%2C%202020.pdf
https://labour.gov.in/sites/default/files/Unorganised_Workers_Social_Security_Act_2008.pdf
http://www.mospi.gov.in/sites/default/files/publication_reports/Annual_Report_PLFS_2018_19_HL.pdf
https://sflc.in/updates-aadhaar-final-hearing/aadhaar-judgement
https://www.epfindia.gov.in/site_docs/PDFs/Circulars/Y2018-2019/LC_Aadhar_KYC_13478.pdf
https://www.prsindia.org/sites/default/files/bill_files/Occupational%20Safety%2C%20Health%20And%20Working%20Conditions%20Code%2C%202020.pdf
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Source : www.pib.gov.in Date : 2020-09-22

RELIEF PACKAGE FOR UNEMPLOYED LABOURERS
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

The global spread of the corona virus (COVID-19) pandemic followed by lockdowns has affected
global economies including India. Covid-19 has resulted in large number of migrant workers
going back to their native places. In order to mitigate the adverse impact of COVID-19.
Government of India has announced an economic package of Rs. 20 Lakh Crore. Aatmanirbhar
Bharat which focuses on Economy, Infrastructure, System, Vibrant Demography and Demand to
create jobs for the youth has also been launched.

Government has launched Pradhan Mantri Garib Kalyan Yojana (PMGKY) for the poor to
mitigate the impact of COVID-19 pandemic. Measures are intended at reaching out to the
poorest of the poor, with food and money in hands, so that they do not face difficulties in buying
essential supplies and meeting essential needs.

Under PMGKY, Government of India is contributing both 12% employer’s share and 12%
employee’s share under Employees Provident Fund (EPF), totalling 24% for the wage month
from  March-August, 2020 for all the establishments having upto 100 employees with 90% of
such employees earning less than Rs. 15000/-.

Statutory PF contribution of both employer and employee has been reduced to 10% each from
existing 12% each for all establishments covered by EPFO for three months.

To boost employment and livelihood opportunities for migrant workers returning to villages, in
the wake of Covid-19 outbreak, Government of India has launched Garib Kalyan Rojgar
Abhiyaan on 20th June 2020. Abhiyaan focuses on developing rural infrastructure and providing
modern facilities like internet in the villages. It covers 116 districts of 6 States with a resource
envelope of Rs. 50,000 crore to be implemented in a mission mode campaign in 125 days.        

Under Aatmanirbhar Bharat Abhiyaan, the Government has earmarked an additional Rs. 40,000
crore under MGNREGS. It will help generate nearly 300 crore person days in total addressing
need for more work including returning migrant workers in Monsoon season as well.

Government of India has launched PM- SVANidhi Scheme to facilitate collateral free working
capital loan upto Rs.10,000/- of one-year tenure, to approximately, 50 lakh street vendors, to
resume their businesses. 

The unemployment benefit under the Atal Beemit Vyakti Kalyan Yojana being implemented by
the Employees’ State Insurance Corporation (ESIC) has been enhanced  to 50% from 25% of
the average wage, payable upto 90 days alongwith relaxation of  eligibility conditions to claim
the benefit for insured workers who have lost employment due to COVID-19. The enhanced
benefit and relaxed conditions are applicable for the period 24.03.2020 to 31.03.2020.

This information was given by Shri Santosh Kumar Gangwar, Minister of State (I/C) for Labour
and Employment in written reply to a question in Rajya Sabha today.

 

****
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The global spread of the corona virus (COVID-19) pandemic followed by lockdowns has affected
global economies including India. Covid-19 has resulted in large number of migrant workers
going back to their native places. In order to mitigate the adverse impact of COVID-19.
Government of India has announced an economic package of Rs. 20 Lakh Crore. Aatmanirbhar
Bharat which focuses on Economy, Infrastructure, System, Vibrant Demography and Demand to
create jobs for the youth has also been launched.

Government has launched Pradhan Mantri Garib Kalyan Yojana (PMGKY) for the poor to
mitigate the impact of COVID-19 pandemic. Measures are intended at reaching out to the
poorest of the poor, with food and money in hands, so that they do not face difficulties in buying
essential supplies and meeting essential needs.

Under PMGKY, Government of India is contributing both 12% employer’s share and 12%
employee’s share under Employees Provident Fund (EPF), totalling 24% for the wage month
from  March-August, 2020 for all the establishments having upto 100 employees with 90% of
such employees earning less than Rs. 15000/-.

Statutory PF contribution of both employer and employee has been reduced to 10% each from
existing 12% each for all establishments covered by EPFO for three months.

To boost employment and livelihood opportunities for migrant workers returning to villages, in
the wake of Covid-19 outbreak, Government of India has launched Garib Kalyan Rojgar
Abhiyaan on 20th June 2020. Abhiyaan focuses on developing rural infrastructure and providing
modern facilities like internet in the villages. It covers 116 districts of 6 States with a resource
envelope of Rs. 50,000 crore to be implemented in a mission mode campaign in 125 days.        

Under Aatmanirbhar Bharat Abhiyaan, the Government has earmarked an additional Rs. 40,000
crore under MGNREGS. It will help generate nearly 300 crore person days in total addressing
need for more work including returning migrant workers in Monsoon season as well.

Government of India has launched PM- SVANidhi Scheme to facilitate collateral free working
capital loan upto Rs.10,000/- of one-year tenure, to approximately, 50 lakh street vendors, to
resume their businesses. 

The unemployment benefit under the Atal Beemit Vyakti Kalyan Yojana being implemented by
the Employees’ State Insurance Corporation (ESIC) has been enhanced  to 50% from 25% of
the average wage, payable upto 90 days alongwith relaxation of  eligibility conditions to claim
the benefit for insured workers who have lost employment due to COVID-19. The enhanced
benefit and relaxed conditions are applicable for the period 24.03.2020 to 31.03.2020.

This information was given by Shri Santosh Kumar Gangwar, Minister of State (I/C) for Labour
and Employment in written reply to a question in Rajya Sabha today.
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Source : www.pib.gov.in Date : 2020-09-22

STEPS TO BOOST THE GROWTH OF INDUSTRIES
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector

incl. MSMEs and PSUs

Promotion of industries is a continuous and ongoing effort of the Government. Government has
taken a number of steps, in addition to the ongoing schemes, to boost the growth of industries.
The measures taken in a few important areas are highlighted below:

 

 

 

 

 

 

This information was given by the Union Minister of Commerce and Industry, Shri Piyush Goyal,
in a written reply in the LokSabha today.

***
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Promotion of industries is a continuous and ongoing effort of the Government. Government has
taken a number of steps, in addition to the ongoing schemes, to boost the growth of industries.
The measures taken in a few important areas are highlighted below:

 

 

 

 

 

 

This information was given by the Union Minister of Commerce and Industry, Shri Piyush Goyal,
in a written reply in the LokSabha today.
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Source : www.pib.gov.in Date : 2020-09-22

SETTING UP OF INDUSTRIES BY FOREIGN
COMPANIES

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

‘Make in India' was launched on September 25, 2014, to facilitate investment, foster innovation,
building best in class infrastructure, and making India a hub for manufacturing, design, and
innovation. The development of a robust manufacturing sector continues to be a key priority of
the Indian Government. It was one of the first 'Vocal for Local' initiatives that exposed India's
manufacturing domain to the world. The sector has the potential to not only take economic
growth to a higher trajectory but also to provide employment to a large pool of our young labour
force.

Since its launch, Make in India has made significant achievements and is now focusing on 27
sectors under Make in India 2.0. DPIIT is coordinating Action Plans for 15 manufacturing
sectors, such as food processing, pharmaceuticals and medical devices, aerospace and
defence, capital goods, biotechnology, chemicals, etc., while the Department of Commerce is
coordinating for 12 service sectors.

Investment outreach is being done through Ministries, State Governments including Telangana
and Indian Missions abroad; Investment Identification of potential investors, handholding and
investment facilitation is done through Invest India.

Recently, Government has taken various steps in addition to ongoing schemes to boost
domestic investments in India. These include the National Infrastructure Pipeline, Reduction in
Corporate Tax, easing liquidity problems of NBFCs and Banks, trade policy measures to boost
domestic manufacturing. Government of India has also promoted domestic manufacturing of
goods through public procurement orders, Phased Manufacturing Programme (PMP), Schemes
for Production Linked Incentives of various Ministries.

In the COVID-19 scenario, with a view to support, facilitate and provide investor friendly
ecosystem to investors investing in India, the Union Cabinet on 03rd June, 2020 has approved
constitution of an Empowered Group of Secretaries (EGoS), and also Project Development Cells
(PDCs) in all concerned Ministries/ Departments to fast-track investments in coordination
between the Central Government and State Governments and thereby grow the pipeline of
investible projects in India to increase domestic investments and FDI inflow.

The activities under the Make in India initiative are being undertaken by several Central
Government Ministries/ Departments and various State Governments. The Department
facilitates interaction of investors with various States, where the various States present their
investment pitch to attract investments. Further, Ministries formulate action plans, programmes,
schemes and policies for the sectors being dealt by them. This Department does not maintain
information on such formulations by the line Ministries.

This information was given by the Union Minister of Commerce and Industry, Shri Piyush Goyal,
in a written reply in the Lok Sabha today.

 

***
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‘Make in India' was launched on September 25, 2014, to facilitate investment, foster innovation,
building best in class infrastructure, and making India a hub for manufacturing, design, and
innovation. The development of a robust manufacturing sector continues to be a key priority of
the Indian Government. It was one of the first 'Vocal for Local' initiatives that exposed India's
manufacturing domain to the world. The sector has the potential to not only take economic
growth to a higher trajectory but also to provide employment to a large pool of our young labour
force.

Since its launch, Make in India has made significant achievements and is now focusing on 27
sectors under Make in India 2.0. DPIIT is coordinating Action Plans for 15 manufacturing
sectors, such as food processing, pharmaceuticals and medical devices, aerospace and
defence, capital goods, biotechnology, chemicals, etc., while the Department of Commerce is
coordinating for 12 service sectors.

Investment outreach is being done through Ministries, State Governments including Telangana
and Indian Missions abroad; Investment Identification of potential investors, handholding and
investment facilitation is done through Invest India.

Recently, Government has taken various steps in addition to ongoing schemes to boost
domestic investments in India. These include the National Infrastructure Pipeline, Reduction in
Corporate Tax, easing liquidity problems of NBFCs and Banks, trade policy measures to boost
domestic manufacturing. Government of India has also promoted domestic manufacturing of
goods through public procurement orders, Phased Manufacturing Programme (PMP), Schemes
for Production Linked Incentives of various Ministries.

In the COVID-19 scenario, with a view to support, facilitate and provide investor friendly
ecosystem to investors investing in India, the Union Cabinet on 03rd June, 2020 has approved
constitution of an Empowered Group of Secretaries (EGoS), and also Project Development Cells
(PDCs) in all concerned Ministries/ Departments to fast-track investments in coordination
between the Central Government and State Governments and thereby grow the pipeline of
investible projects in India to increase domestic investments and FDI inflow.

The activities under the Make in India initiative are being undertaken by several Central
Government Ministries/ Departments and various State Governments. The Department
facilitates interaction of investors with various States, where the various States present their
investment pitch to attract investments. Further, Ministries formulate action plans, programmes,
schemes and policies for the sectors being dealt by them. This Department does not maintain
information on such formulations by the line Ministries.

This information was given by the Union Minister of Commerce and Industry, Shri Piyush Goyal,
in a written reply in the Lok Sabha today.
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Source : www.pib.gov.in Date : 2020-09-22

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

Government fixes Minimum Support Prices (MSPs) for 22 mandated agricultural
crops on the basis of the recommendations of the Commission for Agricultural Costs
& Prices (CACP), after considering the views of State Governments and Central
Ministries/Departments concerned and other relevant factors. While recommending
MSP, CACP considers various factors viz. cost of production, overall demand-supply
situations of various crops in domestic and world markets, domestic and international
prices, inter-crop price parity, terms of trade between agriculture and non-agriculture
sector, likely effect of price policy on rest of economy and a minimum of 50 percent
as the margin over cost of production.

The Union Budget for 2018-19 had announced the pre-determined principle to keep
MSP at levels of one and half times of the cost of production. Accordingly, Government
has increased the MSPs for all mandated Kharif, Rabi and other commercial crops with
a return of atleast 50 per cent overall India weighted average cost of production for the
agricultural year 2018-19 and 2019-20. In line with the same principle, Government has
recently (1st June 2020) announced the increase in MSP for all mandated kharif crops
for marketing season 2020-21.

MSP is determined for the country as a whole and not region or state-specific. The 22
mandated  crops, for which MSP is being announced by the government for the last
three years, include 14 Kharif crops viz. paddy (Common and Grade ‘A’), jowar
(Hybrid and Maldandi varieties), bajra, maize, ragi, arhar, moong, urad, groundnut,
soyabean, sunflower, sesamum, nigerseed, cotton (medium staple and long staple
variety) and 6 Rabi crops viz. wheat, barley, gram, masur (lentil), rapeseed &
mustard, safflower and two commercial crops viz. jute and copra (milling and ball
copra). In addition, MSP for toria and de-husked coconut are also fixed on the basis
of MSPs of rapeseed & mustard and copra respectively.

This information was given in a written reply by the Union Minister of Agriculture and
Farmers Welfare Shri Narendra Singh Tomar in Lok Sabha yesterday.

 

****
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Ministries/Departments concerned and other relevant factors. While recommending
MSP, CACP considers various factors viz. cost of production, overall demand-supply
situations of various crops in domestic and world markets, domestic and international
prices, inter-crop price parity, terms of trade between agriculture and non-agriculture
sector, likely effect of price policy on rest of economy and a minimum of 50 percent
as the margin over cost of production.

The Union Budget for 2018-19 had announced the pre-determined principle to keep
MSP at levels of one and half times of the cost of production. Accordingly, Government
has increased the MSPs for all mandated Kharif, Rabi and other commercial crops with
a return of atleast 50 per cent overall India weighted average cost of production for the
agricultural year 2018-19 and 2019-20. In line with the same principle, Government has
recently (1st June 2020) announced the increase in MSP for all mandated kharif crops
for marketing season 2020-21.

MSP is determined for the country as a whole and not region or state-specific. The 22
mandated  crops, for which MSP is being announced by the government for the last
three years, include 14 Kharif crops viz. paddy (Common and Grade ‘A’), jowar
(Hybrid and Maldandi varieties), bajra, maize, ragi, arhar, moong, urad, groundnut,
soyabean, sunflower, sesamum, nigerseed, cotton (medium staple and long staple
variety) and 6 Rabi crops viz. wheat, barley, gram, masur (lentil), rapeseed &
mustard, safflower and two commercial crops viz. jute and copra (milling and ball
copra). In addition, MSP for toria and de-husked coconut are also fixed on the basis
of MSPs of rapeseed & mustard and copra respectively.

This information was given in a written reply by the Union Minister of Agriculture and
Farmers Welfare Shri Narendra Singh Tomar in Lok Sabha yesterday.
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Source : www.pib.gov.in Date : 2020-09-22

INCREASING FARMERS’ INCOME
Relevant for: Indian Economy | Topic: Agriculture Issues and related constraints

The Government constituted an Inter-ministerial Committee in April, 2016 to examine issues
relating to “Doubling of Farmers Income” and recommend strategies to achieve the same. The
Committee submitted its Report to the Government in September, 2018 containing the strategy
for doubling of farmers’ income by the year 2022.The DFI strategy as recommended by the
Committee include seven sources of income growth viz., (i) improvement in crop productivity; (ii)
improvement in livestock productivity; (iii) resource use efficiency or savings in the cost of
production; (iv) increase in the cropping intensity; (v) diversification towards high value crops;
(vi) improvement in real prices received by farmers; and (vii) shift from farm to non-farm
occupations. After acceptance of the DFI Committee recommendations, the Government has
constituted an ‘Empowered Body’ to review and monitor the progress.

 

Agriculture being a State subject, the State Governments undertake implementation of
programs/schemes for the development of the sector. Government of India supplements the
efforts of the State Governments through various schemes/ programs. These schemes/
programs of the Government of India are meant for the welfare of farmers by increasing
production, remunerative returns and income support to farmers. A list of initiatives taken by the
Government are at Annexure.

 

The Department of Agriculture, Cooperation and Farmers’ Welfare is implementing RKVY
scheme in the States which provides flexibility to the States for preparing projects for the
promotion of more beneficial crops. These projects are approved by the State Level Sanctioning
Committee under the Chairmanship of the Chief Secretary of the State. In addition DAC&FW
provides support for the promotion of Commercial Crops like Sugarcane, Cotton, and Jute etc.
under NFSM scheme and Horticulture Crops under MIDH to enhance the income of the farmers.
Besides a crop diversification programme, as a sub-scheme of RKVY, is being implemented in
the States of Punjab, Haryana and western Uttar Pradesh to replace Paddy with alternative
crops like Oil Seeds, Pulses, Cotton and Maize etc.

 

The Government has taken following measures to promote the farming of dates in drought prone
area and dry weather area:

 

 

 

 

This information was given in a written reply by the Union Minister of Agriculture and Farmers
Welfare Shri Narendra Singh Tomar in Lok Sabha yesterday.
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Annexure

List of various interventions and schemes launched for the benefit of farmers.

(i) With a view to provide income support to all farmers’ families across the country, to
enable them to take care of expenses related to agriculture and allied activities as well as
domestic needs, the Central Government started a new Central Sector Scheme, namely,
the Pradhan Mantri Kisan Samman Nidhi (PM-KISAN). The scheme aims to provide a
payment of Rs. 6000/- per year, in three 4-monthly installments of Rs. 2000/- to the
farmers families, subject to certain exclusions relating to higher income groups. 

(ii) Further with a view to provide social security net for Small and Marginal Farmers (SMF)
as they have minimal or no savings to provide for old age and to support them in the event
of consequent loss of livelihood, the Government has decided to implement another new
Central Sector Scheme i.e. Pradhan Mantri Kisan MaanDhan Yojana (PM-KMY) for
providing old age pension to these farmers. Under this Scheme, a minimum fixed pension
of Rs. 3000/- will be provided to the eligible small and marginal farmers, subject to certain
exclusion clauses, on attaining the age of 60 years. 

(iii) With a view to provide better insurance coverage to crops for risk mitigation, a crop
insurance scheme namely Pradhan Mantri Fasal Bima Yojana (PMFBY) was launched
from Kharif 2016 season. This scheme provides insurance cover for all stages of the crop
cycle including post-harvest risks in specified instances, with low premium contribution by
farmers.

(iv) Giving a major boost for the farmer’s income, the Government has approved the
increase in the Minimum Support Price (MSPs) for all Kharif & Rabi crops for 2018-19
season at a level of at least 150 percent of the cost of production.

(v) Implementation of flagship scheme of distribution of Soil Health Cards to farmers so
that the use of fertilizers can be rationalized.

(vi) “Per drop more crop” initiative under which drip/sprinkler irrigation is being encouraged
for optimal utilization of water, reducing cost of inputs and increasing productivity.

(vii) “Paramparagat Krishi Vikas Yojana (PKVY)” for promoting organic farming.

(viii) Launch of e-NAM initiative to provide farmers an electronic transparent and
competitive online trading platform.

 (ix) Under “Har Medh Par Ped”, agro forestry is being promoted for additional income. 
With the amendment of Indian Forest Act, 1927, Bamboo has been removed from the
definition of trees. A restructured National Bamboo Mission has been launched in the year
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2018 to promote bamboo plantation on non forest government as well as private land and
emphasis on value addition, product development and  markets.

(x) Giving a major boost to the pro-farmer initiatives, the Government has approved a new
Umbrella Scheme ‘Pradhan Mantri Annadata  Aay Sanrakshan Abhiyan (PMAASHA)’. 
The Scheme is aimed at ensuring remunerative prices to the farmers for their produce as
announced in the Union Budget for 2018. This is an unprecedented step taken by Govt. of
India to protect the farmers’ income which is expected to go a long way towards the
welfare of farmers.

(xi) Bee keeping has been promoted under Mission for Integrated Development of
Horticulture (MIDH) to increase the productivity of crops through pollination and increase
the honey production as an additional source of income of farmers.

(xii) To ensure flow of adequate credit, Government sets annual target for the flow of credit
to the agriculture sector, Banks have been consistently surpassing the annual target. The
agriculture credit flow target has been set at Rs. 13.50 lakh crore for the F.Y.2019-20 and
Rs.15.00 lakh crore for F.Y. 2020-21.

(xiii) Extending the reach of institutional credit to more and more farmers is priority area of
the Government and to achieve this goal, the Government provides interest subvention of
2% on short-term crop loans up to Rs.3.00 lakh. Presently, loan is available to farmers at
an interest rate of 4% per annum on prompt repayment.

(xiv) Further, under Interest Subvention Scheme 2018-19, in order to provide relief to the
farmers on occurrence of natural calamities, the interest subvention of 2% shall continue to
be available to banks for the first year on the restructured amount. In order to discourage
distress sale by farmers and to encourage them to store their produce in warehouses
against negotiable receipts, the benefit of interest subvention will be available to small and
marginal farmers having Kisan Credit Card for a further period of upto six months post
harvest on the same rate as available to crop loan.

(xv) The Government has extended the facility of Kisan Credit Card (KCC) to the farmers
practicing animal husbandry and fisheries related activities. All processing fee, inspection,
ledger folio charges and all other services charges have been waived off for fresh renewal
of KCC. Collateral fee loan limit for short term agri-credit has been raised from Rs.1.00
lakh to Rs.1.60 lakh.  KCC will be issued within 14 days from the receipt of completed
application.

(xvi) Several market reforms have been rolled out. These include

(xvii)  Creation of Corpus Funds

 

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

The Government constituted an Inter-ministerial Committee in April, 2016 to examine issues
relating to “Doubling of Farmers Income” and recommend strategies to achieve the same. The
Committee submitted its Report to the Government in September, 2018 containing the strategy
for doubling of farmers’ income by the year 2022.The DFI strategy as recommended by the
Committee include seven sources of income growth viz., (i) improvement in crop productivity; (ii)
improvement in livestock productivity; (iii) resource use efficiency or savings in the cost of
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production; (iv) increase in the cropping intensity; (v) diversification towards high value crops;
(vi) improvement in real prices received by farmers; and (vii) shift from farm to non-farm
occupations. After acceptance of the DFI Committee recommendations, the Government has
constituted an ‘Empowered Body’ to review and monitor the progress.

 

Agriculture being a State subject, the State Governments undertake implementation of
programs/schemes for the development of the sector. Government of India supplements the
efforts of the State Governments through various schemes/ programs. These schemes/
programs of the Government of India are meant for the welfare of farmers by increasing
production, remunerative returns and income support to farmers. A list of initiatives taken by the
Government are at Annexure.

 

The Department of Agriculture, Cooperation and Farmers’ Welfare is implementing RKVY
scheme in the States which provides flexibility to the States for preparing projects for the
promotion of more beneficial crops. These projects are approved by the State Level Sanctioning
Committee under the Chairmanship of the Chief Secretary of the State. In addition DAC&FW
provides support for the promotion of Commercial Crops like Sugarcane, Cotton, and Jute etc.
under NFSM scheme and Horticulture Crops under MIDH to enhance the income of the farmers.
Besides a crop diversification programme, as a sub-scheme of RKVY, is being implemented in
the States of Punjab, Haryana and western Uttar Pradesh to replace Paddy with alternative
crops like Oil Seeds, Pulses, Cotton and Maize etc.

 

The Government has taken following measures to promote the farming of dates in drought prone
area and dry weather area:

 

 

 

 

This information was given in a written reply by the Union Minister of Agriculture and Farmers
Welfare Shri Narendra Singh Tomar in Lok Sabha yesterday.

****

 

APS/SG/RC

 

 

Annexure
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List of various interventions and schemes launched for the benefit of farmers.

(i) With a view to provide income support to all farmers’ families across the country, to
enable them to take care of expenses related to agriculture and allied activities as well as
domestic needs, the Central Government started a new Central Sector Scheme, namely,
the Pradhan Mantri Kisan Samman Nidhi (PM-KISAN). The scheme aims to provide a
payment of Rs. 6000/- per year, in three 4-monthly installments of Rs. 2000/- to the
farmers families, subject to certain exclusions relating to higher income groups. 

(ii) Further with a view to provide social security net for Small and Marginal Farmers (SMF)
as they have minimal or no savings to provide for old age and to support them in the event
of consequent loss of livelihood, the Government has decided to implement another new
Central Sector Scheme i.e. Pradhan Mantri Kisan MaanDhan Yojana (PM-KMY) for
providing old age pension to these farmers. Under this Scheme, a minimum fixed pension
of Rs. 3000/- will be provided to the eligible small and marginal farmers, subject to certain
exclusion clauses, on attaining the age of 60 years. 

(iii) With a view to provide better insurance coverage to crops for risk mitigation, a crop
insurance scheme namely Pradhan Mantri Fasal Bima Yojana (PMFBY) was launched
from Kharif 2016 season. This scheme provides insurance cover for all stages of the crop
cycle including post-harvest risks in specified instances, with low premium contribution by
farmers.

(iv) Giving a major boost for the farmer’s income, the Government has approved the
increase in the Minimum Support Price (MSPs) for all Kharif & Rabi crops for 2018-19
season at a level of at least 150 percent of the cost of production.

(v) Implementation of flagship scheme of distribution of Soil Health Cards to farmers so
that the use of fertilizers can be rationalized.

(vi) “Per drop more crop” initiative under which drip/sprinkler irrigation is being encouraged
for optimal utilization of water, reducing cost of inputs and increasing productivity.

(vii) “Paramparagat Krishi Vikas Yojana (PKVY)” for promoting organic farming.

(viii) Launch of e-NAM initiative to provide farmers an electronic transparent and
competitive online trading platform.

 (ix) Under “Har Medh Par Ped”, agro forestry is being promoted for additional income. 
With the amendment of Indian Forest Act, 1927, Bamboo has been removed from the
definition of trees. A restructured National Bamboo Mission has been launched in the year
2018 to promote bamboo plantation on non forest government as well as private land and
emphasis on value addition, product development and  markets.

(x) Giving a major boost to the pro-farmer initiatives, the Government has approved a new
Umbrella Scheme ‘Pradhan Mantri Annadata  Aay Sanrakshan Abhiyan (PMAASHA)’. 
The Scheme is aimed at ensuring remunerative prices to the farmers for their produce as
announced in the Union Budget for 2018. This is an unprecedented step taken by Govt. of
India to protect the farmers’ income which is expected to go a long way towards the
welfare of farmers.

(xi) Bee keeping has been promoted under Mission for Integrated Development of
Horticulture (MIDH) to increase the productivity of crops through pollination and increase



Page 266

cr
ac

kIA
S.co

m

the honey production as an additional source of income of farmers.

(xii) To ensure flow of adequate credit, Government sets annual target for the flow of credit
to the agriculture sector, Banks have been consistently surpassing the annual target. The
agriculture credit flow target has been set at Rs. 13.50 lakh crore for the F.Y.2019-20 and
Rs.15.00 lakh crore for F.Y. 2020-21.

(xiii) Extending the reach of institutional credit to more and more farmers is priority area of
the Government and to achieve this goal, the Government provides interest subvention of
2% on short-term crop loans up to Rs.3.00 lakh. Presently, loan is available to farmers at
an interest rate of 4% per annum on prompt repayment.

(xiv) Further, under Interest Subvention Scheme 2018-19, in order to provide relief to the
farmers on occurrence of natural calamities, the interest subvention of 2% shall continue to
be available to banks for the first year on the restructured amount. In order to discourage
distress sale by farmers and to encourage them to store their produce in warehouses
against negotiable receipts, the benefit of interest subvention will be available to small and
marginal farmers having Kisan Credit Card for a further period of upto six months post
harvest on the same rate as available to crop loan.

(xv) The Government has extended the facility of Kisan Credit Card (KCC) to the farmers
practicing animal husbandry and fisheries related activities. All processing fee, inspection,
ledger folio charges and all other services charges have been waived off for fresh renewal
of KCC. Collateral fee loan limit for short term agri-credit has been raised from Rs.1.00
lakh to Rs.1.60 lakh.  KCC will be issued within 14 days from the receipt of completed
application.

(xvi) Several market reforms have been rolled out. These include

(xvii)  Creation of Corpus Funds

 

*************
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Source : www.pib.gov.in Date : 2020-09-23

LOK SABHA PASSES 3 HISTORIC AND PATH
BREAKING LABOUR CODES

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

Minister of State (I/C) for Labour & Employment, Shri Santosh Gangwar, while responding to the
debate in the Lok Sabha, has stated today that the three Bills introduced in the House for
historic labour reforms in the country, will prove to be a Game Changer in the labour welfare
reforms covering more than 50 crores organized and unorganized workers in the country.  This
also includes gig, platform and also opens up the doors for social security to those in the self-
employment sector.  

The 3 bills which were passed in the Lok Sabha today are (i) Industrial Relations Code, 2020 (ii)
Code on Occupational Safety, Health & Working Conditions Code, 2020 & (iii) Social Security
Code, 2020.  These bills are part of Government’s earnest desire to bring much needed labour
welfare reforms in the country which has not been done for the last 73 years.  In the last 6 years,
many multi-stakeholders consultations were held with all stakeholders i.e. Trade unions,
Employers, State Governments and experts of labour sector.  This also includes holding 9
tripartite consultations, four Sub Committee meetings and 10 Regional Conferences, 10 inter-
ministerial consultations and views of citizens.  

Shri Gangwar said that under the dynamic leadership of visionary Prime Minister Shri Narendra
Modi, this Government has taken number of steps to fulfill the dreams of Baba Saheb Ambedkar
from 2014 onwards and gave equal importance to ‘Shramev Jayate’ and ‘Satyamev Jayate’.  
Government is ceased with the problems faced by workers and for the last 6 years, My Ministry
has been working tirelessly to provide social security and other welfare measures to both
organised and unorganised workers including during this Covid-19 epidemic. He added that
unprecedented steps were taken by Governnment under the leadership of our visionary Prime
Minister, Shri Narendra Modi and launched many welfare measures such as increasing the
maternity leave for our sisters from 12 weeks to 26 weeks, women were allowed to work in
mines under Pradhan Mantri Protsahan Rozgar Yojana.  Formal employment was increased
portability in EPFO and welfare schemes and and expansion of ESIC facilities to our fellow
citizens. 

The Minister, while replying to the issues raised by the Members of Lok Sabha, said that the
Bills takes into account the holistic development of the country by keeping the labour interest
uppermost in the mind. He said these are the people who have suffered mostly by having
multiple laws on labour which involved procedural complexities thereby hindering
implementation of various welfare and safeguard provisions.  He further said that 29 labour laws
are being subsumed in the simplified, easy to understand transparent 4 labour codes. Out of
the 4 labour codes, Code on Wages has already been passed by Parliament and have become
the law of the land.  All the labour laws (29 in number) being amalgamated into 4 labour codes
are :

 

Name of the Code
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Number & name of amalgamated laws

Wage Code

 

4 laws –

IR Code

 

3 laws -

OSH Code

 

13 laws -

Social Security Code

 

9 laws –

Total

 

29

 

Elaborating the benefits of the new labour codes,  Shri Gangwar informed the House that the
entire work force of the country will now be entitled for obtaining benefits under different codes. 
Minister mentioned the salient features of the 3 Codes which were passed by the Lok Sabha,

as under :-

(A)       Social Security Code, 2020

Extending the reach of ESIC: Effort have been made to provide right to health security
under ESIC to maximum possible workers:-

(a)  The facility of ESIC would now be provided in all 740 districts. At present, this facility
is being given in 566 districts only.

(b) Establishments working in hazardous sectors would mandatorily be linked with ESIC,
even if there is only one worker working in it.

(c) Provision for making scheme for linking unorganised sector and Gig workers with
ESIC.
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(d) Option to link workers working in Plantations is being given to Plantation owners.

(e) Option for becoming member of ESIC is also being given to establishments with less
than 10 workers.

Extending the reach of EPFO :

(a) EPFO’s coverage would be applicable on all establishments having 20 workers. At
present, it was applicable only on establishments included in the Schedule.

 (b) Option to join EPFO is also being given to establishments having less than 20
workers.

(c) Schemes would be formulated for bringing workers coming under the category of
‘Self-employed’ or falling under any other category under the aegis of EPFO.

(B) Occupational Safety, Health & Working Conditions Code, 2020

(C)  Industrial Relations Code, 2020

Efforts made by the Government for quickly resolving disputes of the workers :

(a) Provision for two members instead of one member in the Industrial Tribunal. In case of
absence of one member, work can still be undertaken smoothly.

(b) Provision for taking the matter straight to the Tribunal in case the dispute is not
resolved at conciliation stage. At present, the case is refered to the Tribunal by the
appropriate Government.

(c) Implementation of award in 30 days  

      after Tribunal award.

(d) After recognition of Fixed Term Employment, workers will get the option of Fixed Term
Employment instead of contract labour. Under this, they would get benefits of hours of
work, salary, social security and other welfare benefits like a Regular Employee.

(e) With the objective of better and effective participation of Trade Unions, a provision for
“Negotiating Union” and “Negotiating Council” has been made for undertaking negotiation
on any dispute. With conferring of this recognition, resolving disputes through dialogue
would be facilitated and workers would be better able to get their rights.

(f) Arrangement for going to the Tribunal has been made for resolving disputes arising
between Trade Unions. Less time would be required for resolving their disputes.

(g) Provision has been made for giving recognition to Trade Unions at Central and State
level. This recognition has been given in the labour laws for the first time and after this
recognition, Trade Unions would be able to contribute more affirmatively and more
effectively at the Central and State level.

(h) Provision for RE-Skilling fund has been made in the law for the first time. Its aim would
be to re-skill those workers who have been fired from their jobs, so that they are easily
able to get employment again. For this, workers would be given 15 days salary within a
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period of 45 days.                                                                                                         

Shri Gangwar said we have extended the definition of migrant workers, so that migrant workers
moving from one state to another on their own and migrant workers who have been appointed
by the employer from a different state can also be brought under the ambit of OSH code. At
present, only migrant workers who had been brought through the contractor were benefiting
from these provisions. The Minister also elaborated following benefits of the Labour Codes :

Shri Gangwar also stressed that the changes and reforms in the labour laws have been
conceptualized keeping in mind the changing scenario over the years and also making them
futuristic so that country marches on faster growth trajectory. With these the peaceful and
harmonious industrial relations will be promoted in the country which in turn will lead to growth
of industry, employment, income, balanced regional development and will bring more
disposal income in the hands of workers. Shri Gangwar further pointed out  these path breaking
reforms in the country will help our country to attract the Foreign Direct Investment and also
domestic investment from the entrepreneurs and will end ‘inspector raj’ in the country and will
bring total transparency in the system. “India will become favourite investment destination in the
world” he added.      

 

*****

RCJ/IA

Minister of State (I/C) for Labour & Employment, Shri Santosh Gangwar, while responding to the
debate in the Lok Sabha, has stated today that the three Bills introduced in the House for
historic labour reforms in the country, will prove to be a Game Changer in the labour welfare
reforms covering more than 50 crores organized and unorganized workers in the country.  This
also includes gig, platform and also opens up the doors for social security to those in the self-
employment sector.  

The 3 bills which were passed in the Lok Sabha today are (i) Industrial Relations Code, 2020 (ii)
Code on Occupational Safety, Health & Working Conditions Code, 2020 & (iii) Social Security
Code, 2020.  These bills are part of Government’s earnest desire to bring much needed labour
welfare reforms in the country which has not been done for the last 73 years.  In the last 6 years,
many multi-stakeholders consultations were held with all stakeholders i.e. Trade unions,
Employers, State Governments and experts of labour sector.  This also includes holding 9
tripartite consultations, four Sub Committee meetings and 10 Regional Conferences, 10 inter-
ministerial consultations and views of citizens.  

Shri Gangwar said that under the dynamic leadership of visionary Prime Minister Shri Narendra
Modi, this Government has taken number of steps to fulfill the dreams of Baba Saheb Ambedkar
from 2014 onwards and gave equal importance to ‘Shramev Jayate’ and ‘Satyamev Jayate’.  
Government is ceased with the problems faced by workers and for the last 6 years, My Ministry
has been working tirelessly to provide social security and other welfare measures to both
organised and unorganised workers including during this Covid-19 epidemic. He added that
unprecedented steps were taken by Governnment under the leadership of our visionary Prime
Minister, Shri Narendra Modi and launched many welfare measures such as increasing the
maternity leave for our sisters from 12 weeks to 26 weeks, women were allowed to work in
mines under Pradhan Mantri Protsahan Rozgar Yojana.  Formal employment was increased
portability in EPFO and welfare schemes and and expansion of ESIC facilities to our fellow
citizens. 
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The Minister, while replying to the issues raised by the Members of Lok Sabha, said that the
Bills takes into account the holistic development of the country by keeping the labour interest
uppermost in the mind. He said these are the people who have suffered mostly by having
multiple laws on labour which involved procedural complexities thereby hindering
implementation of various welfare and safeguard provisions.  He further said that 29 labour laws
are being subsumed in the simplified, easy to understand transparent 4 labour codes. Out of
the 4 labour codes, Code on Wages has already been passed by Parliament and have become
the law of the land.  All the labour laws (29 in number) being amalgamated into 4 labour codes
are :

 

Name of the Code

 

Number & name of amalgamated laws

Wage Code

 

4 laws –

IR Code

 

3 laws -

OSH Code

 

13 laws -

Social Security Code

 

9 laws –

Total

 

29

 

Elaborating the benefits of the new labour codes,  Shri Gangwar informed the House that the
entire work force of the country will now be entitled for obtaining benefits under different codes. 
Minister mentioned the salient features of the 3 Codes which were passed by the Lok Sabha,
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as under :-

(A)       Social Security Code, 2020

Extending the reach of ESIC: Effort have been made to provide right to health security
under ESIC to maximum possible workers:-

(a)  The facility of ESIC would now be provided in all 740 districts. At present, this facility
is being given in 566 districts only.

(b) Establishments working in hazardous sectors would mandatorily be linked with ESIC,
even if there is only one worker working in it.

(c) Provision for making scheme for linking unorganised sector and Gig workers with
ESIC.

(d) Option to link workers working in Plantations is being given to Plantation owners.

(e) Option for becoming member of ESIC is also being given to establishments with less
than 10 workers.

Extending the reach of EPFO :

(a) EPFO’s coverage would be applicable on all establishments having 20 workers. At
present, it was applicable only on establishments included in the Schedule.

 (b) Option to join EPFO is also being given to establishments having less than 20
workers.

(c) Schemes would be formulated for bringing workers coming under the category of
‘Self-employed’ or falling under any other category under the aegis of EPFO.

(B) Occupational Safety, Health & Working Conditions Code, 2020

(C)  Industrial Relations Code, 2020

Efforts made by the Government for quickly resolving disputes of the workers :

(a) Provision for two members instead of one member in the Industrial Tribunal. In case of
absence of one member, work can still be undertaken smoothly.

(b) Provision for taking the matter straight to the Tribunal in case the dispute is not
resolved at conciliation stage. At present, the case is refered to the Tribunal by the
appropriate Government.

(c) Implementation of award in 30 days  

      after Tribunal award.

(d) After recognition of Fixed Term Employment, workers will get the option of Fixed Term
Employment instead of contract labour. Under this, they would get benefits of hours of
work, salary, social security and other welfare benefits like a Regular Employee.
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(e) With the objective of better and effective participation of Trade Unions, a provision for
“Negotiating Union” and “Negotiating Council” has been made for undertaking negotiation
on any dispute. With conferring of this recognition, resolving disputes through dialogue
would be facilitated and workers would be better able to get their rights.

(f) Arrangement for going to the Tribunal has been made for resolving disputes arising
between Trade Unions. Less time would be required for resolving their disputes.

(g) Provision has been made for giving recognition to Trade Unions at Central and State
level. This recognition has been given in the labour laws for the first time and after this
recognition, Trade Unions would be able to contribute more affirmatively and more
effectively at the Central and State level.

(h) Provision for RE-Skilling fund has been made in the law for the first time. Its aim would
be to re-skill those workers who have been fired from their jobs, so that they are easily
able to get employment again. For this, workers would be given 15 days salary within a
period of 45 days.                                                                                                         

Shri Gangwar said we have extended the definition of migrant workers, so that migrant workers
moving from one state to another on their own and migrant workers who have been appointed
by the employer from a different state can also be brought under the ambit of OSH code. At
present, only migrant workers who had been brought through the contractor were benefiting
from these provisions. The Minister also elaborated following benefits of the Labour Codes :

Shri Gangwar also stressed that the changes and reforms in the labour laws have been
conceptualized keeping in mind the changing scenario over the years and also making them
futuristic so that country marches on faster growth trajectory. With these the peaceful and
harmonious industrial relations will be promoted in the country which in turn will lead to growth
of industry, employment, income, balanced regional development and will bring more
disposal income in the hands of workers. Shri Gangwar further pointed out  these path breaking
reforms in the country will help our country to attract the Foreign Direct Investment and also
domestic investment from the entrepreneurs and will end ‘inspector raj’ in the country and will
bring total transparency in the system. “India will become favourite investment destination in the
world” he added.      

 

*****
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Source : www.pib.gov.in Date : 2020-09-23

UDAN- DEMAND DRIVEN SCHEME FOR AFFORDABLE
AIR TRAVEL

Relevant for: Indian Economy | Topic: Infrastructure: Airports

Airports Authority of India, the Implementing Agency has finalized the awarding of 78 routes
identified in first phase of round 4.0 of Regional Connectivity Scheme (RCS)- UDAN
(UdeDeshkaAamNagrik) to the Selected Airline Operators (SAOs).

The broad Salient features of the Scheme are as under:-

(i) Demand driven: The Scheme is market driven where airline operators assess demand on
routes and bid for it through a transparent bidding mechanism.

(ii)Affordability: One of the objectives of the Scheme is to make air travel affordable for the
general public. Hence airfare on certain number of seats in an aircraft are capped. The airfare is
indexed to change in CPI-IW, US-INR exchange rate, and ATF prices.

(iii) Viability Gap Funding (VGF): VGF support is a monetary assistance that is provided by
MoCA to the airline operator to enable them to successfully run the routes. VGF support is
market determined, though a competitive bidding mechanism where the airline operators bid for
the route in the form of VGF per seat. The VGF per seat is capped. Separate table of VGF cap
per seat is provided for different types of aircraft. VGF per seat is also indexed to change in CPI-
IW, US-INR exchange rate, and ATF prices.

(iv) Minimum performance level: The airline operators are required to conform to certain
specification for operating routes under the Scheme. Some of them are: Providing 50% of the
RCS Flight Capacity as RCS seats, with minimum of 9 and maximum of 40 RCS seats in an
aircraft. The number of RCS flights to be operated in a week shall be minimum of 3; and a
maximum of 7. For operation in Priority Area(s) the maximum number of RCS flight allowed in a
week is relaxed to 14.The operator is obligated to operate at least 70 % the total scheduled flight
in a period of one year.

(v) Exclusivity of operation: The airline operators are provided exclusivity to operate the RCS
route for the period of three years.

(vi) Tenure of the Scheme: The scheme to be applicable for a period of 10 year, subjected to
periodic review. VGF support for the RCS route is available for a period of three years only.

(vii) Type of aircraft / helicopter: The Scheme allows operation through various type of aircrafts
including sea planes and helicopters.

(viii) Eligible operators: The operator should have Schedule Operator Permit (SOP) / Schedule
Commuter Operator (SCO) permit to operate the routes covered under the Scheme. The
operation through Non Scheduled Operator Permit (NSOP) is also allowed as a temporary
measure, but only for helicopter and seaplane operations.

(b) & (c): After three rounds of bidding under RCS-UDAN, 688 valid routes were awarded.
Details of the unserved and underserved airports/airstrips State-wise as per RCS document is
attached as Annexure-A. (click here)

https://static.pib.gov.in/WriteReadData/userfiles/annex A 2019 - Copy 1.pdf


Page 275

cr
ac

kIA
S.co

m

(d): Two heliports- Geleki& Misa & two water aerodromes- Kavaratti& Minicoy have been
identified for operation of RCS flights under RCS-UDAN 4.0.

(e):  Details of the RCS routes operationalized so far are attached as Annexure- B. (click here)

(f): Names of Served, Unserved, Underserved and Tourism airports identified / connected in
Karnataka so far are as under: 

Unserved : Mysore, Vidyanagar, Baldota (Koppal) &Kalaburgi

Underserved : Belgaum &Hubli

Served : Bengaluru

This information was given in a written reply by Shri Hardeep Singh Puri, Minister of State (I/C)
Civil Aviation, in Lok Sabha today.

****

RJ/NG/BA

Airports Authority of India, the Implementing Agency has finalized the awarding of 78 routes
identified in first phase of round 4.0 of Regional Connectivity Scheme (RCS)- UDAN
(UdeDeshkaAamNagrik) to the Selected Airline Operators (SAOs).

The broad Salient features of the Scheme are as under:-

(i) Demand driven: The Scheme is market driven where airline operators assess demand on
routes and bid for it through a transparent bidding mechanism.

(ii)Affordability: One of the objectives of the Scheme is to make air travel affordable for the
general public. Hence airfare on certain number of seats in an aircraft are capped. The airfare is
indexed to change in CPI-IW, US-INR exchange rate, and ATF prices.

(iii) Viability Gap Funding (VGF): VGF support is a monetary assistance that is provided by
MoCA to the airline operator to enable them to successfully run the routes. VGF support is
market determined, though a competitive bidding mechanism where the airline operators bid for
the route in the form of VGF per seat. The VGF per seat is capped. Separate table of VGF cap
per seat is provided for different types of aircraft. VGF per seat is also indexed to change in CPI-
IW, US-INR exchange rate, and ATF prices.

(iv) Minimum performance level: The airline operators are required to conform to certain
specification for operating routes under the Scheme. Some of them are: Providing 50% of the
RCS Flight Capacity as RCS seats, with minimum of 9 and maximum of 40 RCS seats in an
aircraft. The number of RCS flights to be operated in a week shall be minimum of 3; and a
maximum of 7. For operation in Priority Area(s) the maximum number of RCS flight allowed in a
week is relaxed to 14.The operator is obligated to operate at least 70 % the total scheduled flight
in a period of one year.

(v) Exclusivity of operation: The airline operators are provided exclusivity to operate the RCS
route for the period of three years.

(vi) Tenure of the Scheme: The scheme to be applicable for a period of 10 year, subjected to

https://static.pib.gov.in/WriteReadData/userfiles/annx%20B%202019.pdf
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periodic review. VGF support for the RCS route is available for a period of three years only.

(vii) Type of aircraft / helicopter: The Scheme allows operation through various type of aircrafts
including sea planes and helicopters.

(viii) Eligible operators: The operator should have Schedule Operator Permit (SOP) / Schedule
Commuter Operator (SCO) permit to operate the routes covered under the Scheme. The
operation through Non Scheduled Operator Permit (NSOP) is also allowed as a temporary
measure, but only for helicopter and seaplane operations.

(b) & (c): After three rounds of bidding under RCS-UDAN, 688 valid routes were awarded.
Details of the unserved and underserved airports/airstrips State-wise as per RCS document is
attached as Annexure-A. (click here)

(d): Two heliports- Geleki& Misa & two water aerodromes- Kavaratti& Minicoy have been
identified for operation of RCS flights under RCS-UDAN 4.0.

(e):  Details of the RCS routes operationalized so far are attached as Annexure- B. (click here)

(f): Names of Served, Unserved, Underserved and Tourism airports identified / connected in
Karnataka so far are as under: 

Unserved : Mysore, Vidyanagar, Baldota (Koppal) &Kalaburgi

Underserved : Belgaum &Hubli

Served : Bengaluru

This information was given in a written reply by Shri Hardeep Singh Puri, Minister of State (I/C)
Civil Aviation, in Lok Sabha today.

****

RJ/NG/BA
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Source : www.pib.gov.in Date : 2020-09-23

PARLIAMENT PASSES THE ESSENTIAL COMMODITIES
(AMENDMENT) BILL, 2020

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

The Essential Commodities (Amendment) Bill 2020 with provisions to remove commodities like
cereals, pulses, oilseeds, edible oils, onion and potatoes from the list of essential commodities
was passed by Rajya Sabha today. Earlier, the bill was introduced by the Minister of State for
Consumer Affairs, Food & Public Distribution, Shri Danve Raosaheb Dadarao in the Lok Sabha
on 14th September, 2020 to replace ordinances promulgated on 5th June 2020. The bill was
passed by Lok Sabha on 15th September, 2020.

The EC (Amendment) Bill 2020 aims to remove fears of private investors of excessive regulatory
interference in their business operations. The freedom to produce, hold, move, distribute and
supply will lead to harnessing of economies of scale and attract private sector/foreign direct
investment into agriculture sector. It will help drive up investment in cold storages and
modernization of food supply chain.

The Government, while liberalizing the regulatory environment, has also ensured that interests
of consumers are safeguarded. It has been provided in the Amendment, that in situations such
as war, famine, extraordinary price rise and natural calamity, such agricultural foodstuff can be
regulated. However, the installed capacity of a value chain participant and the export demand of
an exporter will remain exempted from such stock limit imposition so as to ensure that
investments in agriculture are not discouraged.

Replying to the discussion on the Bill before it was passed by the Rajya Sabha today, Minister of
States for Consumer Affairs, Food & Public Distribution Shri Danve Raosaheb Dadarao said that
this amendment is required to prevent wastage of agri-produce due to lack of storage facilities.
He said this amendment will create a positive environment not only for farmers but also for
consumers and investors and will definitely make our country self-reliant. He said that this
amendment will strengthen the overall supply chain mechanism of the agriculture sector. This
amendment will also help to achieve the government’s promise to double the farmer’s income by
promoting investment in this sector and promote ease of doing business.

 

Background:

While India has become surplus in most Agri-commodities, farmers have been unable to get
better prices due to lack of investment in cold storage, warehouses, processing and export as
the entrepreneurial spirit gets dampened due to Essential Commodities Act. Farmers suffer
huge losses when there are bumper harvests, especially of perishable commodities. The
legislation will help drive up investment in cold storages and modernization of food supply chain.
It will help both farmers and consumers while bringing in price stability. It will create competitive
market environment and also prevent wastage of agri-produce that happens due to lack of
storage facilities.

****

APS/SG/MS
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The Essential Commodities (Amendment) Bill 2020 with provisions to remove commodities like
cereals, pulses, oilseeds, edible oils, onion and potatoes from the list of essential commodities
was passed by Rajya Sabha today. Earlier, the bill was introduced by the Minister of State for
Consumer Affairs, Food & Public Distribution, Shri Danve Raosaheb Dadarao in the Lok Sabha
on 14th September, 2020 to replace ordinances promulgated on 5th June 2020. The bill was
passed by Lok Sabha on 15th September, 2020.

The EC (Amendment) Bill 2020 aims to remove fears of private investors of excessive regulatory
interference in their business operations. The freedom to produce, hold, move, distribute and
supply will lead to harnessing of economies of scale and attract private sector/foreign direct
investment into agriculture sector. It will help drive up investment in cold storages and
modernization of food supply chain.

The Government, while liberalizing the regulatory environment, has also ensured that interests
of consumers are safeguarded. It has been provided in the Amendment, that in situations such
as war, famine, extraordinary price rise and natural calamity, such agricultural foodstuff can be
regulated. However, the installed capacity of a value chain participant and the export demand of
an exporter will remain exempted from such stock limit imposition so as to ensure that
investments in agriculture are not discouraged.

Replying to the discussion on the Bill before it was passed by the Rajya Sabha today, Minister of
States for Consumer Affairs, Food & Public Distribution Shri Danve Raosaheb Dadarao said that
this amendment is required to prevent wastage of agri-produce due to lack of storage facilities.
He said this amendment will create a positive environment not only for farmers but also for
consumers and investors and will definitely make our country self-reliant. He said that this
amendment will strengthen the overall supply chain mechanism of the agriculture sector. This
amendment will also help to achieve the government’s promise to double the farmer’s income by
promoting investment in this sector and promote ease of doing business.

 

Background:

While India has become surplus in most Agri-commodities, farmers have been unable to get
better prices due to lack of investment in cold storage, warehouses, processing and export as
the entrepreneurial spirit gets dampened due to Essential Commodities Act. Farmers suffer
huge losses when there are bumper harvests, especially of perishable commodities. The
legislation will help drive up investment in cold storages and modernization of food supply chain.
It will help both farmers and consumers while bringing in price stability. It will create competitive
market environment and also prevent wastage of agri-produce that happens due to lack of
storage facilities.

****

APS/SG/MS
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Source : www.prsindia.org Date : 2020-09-23

OVERVIEW OF LABOUR LAW REFORMS
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

Cover Note

Overview of Labour Law Reforms

The central government proposes to replace 29 existing labour laws with four Codes.  The
objective is to simplify and modernise labour regulation.
 

●

The major challenge in labour reforms is to facilitate employment growth while protecting
workers’ rights.  Key debates relate to the coverage of small firms, deciding thresholds for
prior permission for retrenchment, strengthening labour enforcement, allowing flexible forms
of labour, and promoting collective bargaining.  
 

●

Further, with the passage of time, labour laws need an overhaul to ensure simplification and
updation, along with provisions which can capture the needs of emerging forms of labour
(e.g., gig work).  This note discusses these challenges and the approaches taken by the
four Codes.
 

●

Coverage:  Most labour laws apply to establishments over a certain size (typically 10
or above).  Size-based thresholds may help firms in reducing compliance burden.
 However, one could argue that basic protections related to wages, social security,
and working conditions should apply to all establishments.  Certain Codes retain
such size-based thresholds.
 

●

Retrenchment:  Establishments hiring 100 or more workers need government
permission for closure, layoffs or retrenchments.  It has been argued that this has
created an exit barrier for firms and affected their ability to adjust workforce to
production demands.  The Industrial Relations Code raises this to 300, and allows the
government to further increase this limit by notification. 
 

●

Labour enforcement:  Multiplicity of labour laws has resulted in distinct compliances,
increasing the compliance burden on firms.  On the other hand, the labour
enforcement machinery has been ineffective because of poor enforcement,
inadequate penalties and rent-seeking behaviour of inspectors.  The Codes address
some of these aspects.
 

●

Contract labour:  Labour compliances and economic considerations have resulted in
increased use of contract labour.  However, contract labour have been denied basic
protections such as assured wages.  The Codes do not address these concerns fully.
 However, the Industrial Relations Code introduces a new form of short-term labour –
fixed term employment.
 

●
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Trade Unions:  There are several registered trade unions but no criteria to ‘recognise’
unions which can formally negotiate with employers.  The Industrial Relations Code
creates provisions for recognition of unions.
 

●

Simplification and updation:  The Codes simplify labour laws to a large extent but fall
short in some respects.  Further, the Code on Social Security creates enabling
provisions to notify schemes for ‘gig’ and ‘platform’ workers; however, there is a lack
of clarity in these definitions.  
 

●

Delegated Legislation:   The Codes leave several key aspects, such as the
applicability of social security schemes, and health and safety standards, to rule-
making.  The question is whether these questions should be determined by the
legislature or be delegated to the government. 

●

Context

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

In 2019, the Ministry of Labour and Employment introduced four Bills on labour codes to
consolidate 29 central laws.  These Codes regulate: (i) Wages, (ii) Industrial Relations, (iii)
Social Security, and (iv) Occupational Safety, Health and Working Conditions.  While the Code
on Wages, 2019 has been passed by Parliament, Bills on the other three areas were referred to
the Standing Committee on Labour.  The Standing Committee submitted its reports on all three
Bills.[3]  The government has replaced these Bills with new ones in September 2020.  This note
discusses some of the key issues related to labour laws and the provisions in the four new
Codes.  This note should be read in conjunction with our Legislative Briefs on the four Codes,
and the note on the three new Bills.

KEY ISSUES IN LABOUR REFORMS 

Simplification of labour laws 

The 2nd National Commission on Labour (NCL) recommended consolidation of central labour
laws.  It observed that there are numerous labour laws, both at the centre and in states.  Further,
labour laws have been added in a piecemeal manner, which has resulted in these laws being
ad-hoc, complicated, mutually inconsistent with varying definitions, and containing outdated
clauses.2  For example, there are multiple laws each on wages, industrial safety, industrial
relations, and social security; some of these laws cater to different categories of workers, such
as contract labour and migrant workers, and others are focused on protection of workers in
specific industries, such as cine workers, construction workers, sales promotion employees, and
journalists.   Further, several laws have differing definitions of common terms such as
“appropriate government”, “worker”, “employee”, “establishment”, and “wages”, resulting in
varied interpretation.  Also, some laws contain archaic provisions and detailed instructions (e.g,
the Factories Act, 1948 contains provisions for maintaining spittoons and frequency of white-

https://www.prsindia.org/sites/default/files/bill_files/Issues%20for%20Consideration%20-%20Labour%20Codes%202020.pdf
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washing walls).  

The Commission emphasised the need to simplify and consolidate labour laws for the sake of
transparency, and uniformity in definitions and approach.  Since various labour laws apply to
different categories of employees and across various thresholds, their consolidation would also
allow for greater coverage of labour.  Following the recommendations of NCL, the four Codes on
wages, industrial relations, social security, and occupational safety were introduced in
Parliament.  

While the Codes consolidate and simplify existing laws to some extent, they fall short in some
respects.   For example, the Codes on occupational safety and social security continue to retain
distinct provisions of each of the laws that these Codes subsume.  For example, while the
Occupational Safety Code contains provisions on leaves for all employees, it continues to retain
additional leave entitlements for sales promotion employees (e.g. earned medical leave for
1/18th of time on duty).  Similarly, while the Codes rationalise definitions of different terms to a
large extent, they are not uniform in all respects.   For example, while the Codes on wages,
occupational safety and social security contain the same definition of “contractor”, the code on
industrial relations does not define the term.   Finally, while the government stated that 40
central labour laws would be subsumed, the four Codes only replace 29 laws.  The Annexure to
this note lists the laws which are being subsumed by each of the Codes.

Facilitating job creation while protecting work 

The 6th Economic Census (2013-14) reported that there were 5.9 crore establishments in India
employing 13.1 crore people (of which 72% were self-employed and 28% hired at least one
worker).[4]   A total of 79% workers were in establishments with less than ten workers.  The
central challenge to labour regulation is to provide sufficient rights to workers while creating an
enabling environment that can facilitate firm output and growth, leading to job creation.  Firms
should find it easy to adapt to changing business environment and be able to change their
output (and employment) levels accordingly.  At the same time, workers need protection of
assured minimum wages, social security, reduction in job insecurity, health and safety
standards, and a mechanism for ensuring collective bargaining rights.   This would also require a
labour administration that effectively manages conflicts and ensures the enforcement of rights.

It has been argued that firm sizes have remained small in India because of: (i) labour rigidity
arising from the fear of having to take prior permission for retrenchment/closure even if
businesses are not viable (lack of an easy exit option), and (ii) high administrative burden since
multiplicity of labour laws has resulted in multiple inspections, returns and registers.[5]   This has
constrained growth of firms.5  Amongst registered factories, the Annual Survey of Industries
(2017-18) indicates that 47% factories employ less than 20 workers, but provide only 5% of
employment, and 4% of output.[6]   Further, high administrative burden has resulted in
corruption and rent-seeking.5  

Table 1: Attributes of registered factories by worker
size (ASI 2017-18) 

Feature  0-19 20-99 100-499
500-
4999

At least
5000 

% of
total
factorie
s

47.1% 33.8% 14.3% 4.4% 0.3%

Fixed
capital 3.5% 8.2% 19.6% 44.7% 24.1%
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utilised
Persons
engage
d

5.0% 18.4% 32.1% 35.9% 8.6%

Output
produce
d

4.1% 15.3% 25.8% 40.1% 14.6%

Net
value
added

2.2% 11.7% 25.0% 47.5% 13.6%

Sources: Annual Survey of Industries (2017-18); PRS.

In order to get around the rigidities in hiring and firing that constrain the ability to adjust to
production demands, businesses have increasingly used contract labour.5  The share of
contract workers in factories among total workers increased from 26% in 2004-05 to 36% in
2017-18, while the share of directly hired workers fell from 74% to 64% over the same
period.[7],[8]   

However, it has been observed that rights of contract labour to wages and social security dues
have not been enforced to the same extent as that of permanent workmen and they face
precarious working conditions.2  Further, various studies have observed that labour enforcement
in India has been weak and has not protected workers adequately, the success of collective
bargaining has been low because of lack of recognition to bargaining agents, and the coverage
of labour laws has been inadequate.5,[9]   The Periodic Labour Force Survey Report (2018-19)
indicates that 70% of regular wage/salaried employees in the non-agricultural sector did not
have a written contract, 54% were not eligible for paid leave and 52% did not have any social
security benefit.[10]   

Note that studies have shown that ultimately firm growth and job creation may also depend on
several other key factors, which include infrastructure development, access to finance,
availability of skilled manpower, boost in skill upgradation, and reduction in overall
corruption.[11],[12]  However, one could argue that current laws have neither benefited industries
(as they have constrained firm growth) nor workers (due to lack of formalization and weak
enforcement).  Expert committees have made recommendations to address this issue.   We
discuss below various aspects of these recommendations, and the provisions in the four new
labour codes.  
 

Coverage of establishments under labour laws 

Context: Most labour laws apply to establishments over a certain size (typically 10 or
over).  Low numeric thresholds may create adverse incentives for establishments sizes to
remain small, in order to avoid complying with labour regulation.  Further, these laws
only cover the organised sector (around 7% of the workforce).9 

Reforms proposed:  It has been argued that small firms may be exempted from
application of various labour laws in order to reduce the compliance burden on infant
industries and to promote their economic growth.[13],[14]   However, low numeric
thresholds may create adverse incentives for establishments sizes to remain small, in
order to avoid complying with labour regulation.13,14  To promote the growth of smaller
establishments, some states have amended their labour laws to increase the threshold of
their application.  For instance, Rajasthan increased the threshold of applicability of the
Factories Act, 1948, from 10 workers to 20 workers (if power is used), and from 20
workers to 40 workers (if power is not used).  The Economic Survey (2018-19) noted that
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increased thresholds for certain labour laws in Rajasthan resulted in an increase in
growth of total output in the state and total output per factory.9

On the other hand, some have argued that basic provisions for enforcement of wages, provision
of social security, safety at the workplace, and decent working conditions, should apply to all
establishments, regardless of size.2,13  In this regard, the NCL had recommended a separate
law for small scale units (having less than 20 workers) with less stringent provisions for
conditions such as payment of wages, welfare facilities, social security, retrenchment and
closure, and resolution of disputes.  Further, for unorganised sector establishments (which fall
outside the purview of labour laws), the National Commission for Enterprises in the Unorganised
Sector (NCEUS) made a number of recommendations to address the social security and
minimum conditions of work for both agricultural and non-agricultural workers and suggested
two Bills – one for each sector.[15]  Note that the Economic Survey (2018-19) estimates that
almost 93% of the total workforce is informal.9  

The ILO (2005) notes that only 10% of its member states had exempted small enterprises from
labour regulation altogether.[16]  Most countries adopt a mixed approach to labour regulation.
 For instance, health and safety laws in the US, UK, South Africa and Philippines provide
universal coverage to all workers (except for domestic help in the US and UK).[17]  However,
certain obligations under these laws are only applicable to enterprises with employees over a
certain threshold.  For example, record-keeping obligations for work-related accidents in the US
do not apply to establishments with less than 10 employees or in “low hazard” industries. 

Provisions of the Codes:  The labour codes on wages and industrial relations apply to all
establishments, with limited exceptions.  The codes on social security and occupational
safety continue to apply to establishments over a certain size (typically, above 10 or 20
workers).  However, the Occupational Safety Code states that the applicability thresholds
(of 10 or above) will not apply in those establishments in which hazardous activities are
being carried out.  Further, it makes provisions to notify a separate social security fund
for unorganised workers.   That said, the code increases the thresholds for factories from
10 to 20 (with power) and 20 to 40 (without power).  

The Code on Social Security enables the government to formulate schemes for the benefit of
unorganised workers, and gig and platform workers.  The codes on industrial relations and
occupational safety allow the government to exempt any new establishment from their
provisions in public interest.  We have summarised the detailed recommendations of the NCL on
providing universal social security coverage to all workers in our Legislative Brief on the Code on
Social Security.  

Thresholds for lay-off, closure and retrenchment

Context: The Industrial Disputes Act (IDA) 1947, requires factories, mines and plantations
employing 100 or more workers to obtain prior permission of the government before
closing down, or laying off or retrenching workers.  It has been argued that the
requirement of prior permission has created an exit barrier for firms and hindered their
ability to adjust labour workforce to production demands. 

Reforms proposed:  The Standing Committee on Labour (2009) recommended that the
government consider amendments to include provisions of prior notice, adequate
compensation, and other benefits for retrenched workers to balance the need for
economic efficiency of businesses.[18]   NCL noted that unviable firms should be allowed
to close while also ensuring prior scrutiny of grounds of closure and reasons for loss of
viability.  Therefore, it recommended that the requirement of prior permission may be

https://www.prsindia.org/sites/default/files/bill_files/Legislative%20Brief-Code%20on%20Social%20Security%202019.pdf
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retained for closure of establishments which hire 300 or more workers and be made
applicable to all types of establishments.  However, the requirement for prior permission
should be removed for lay off and retrenchment.  To balance the interests of workers,
adequate notice and compensation must be provided, there must be consultation with
the representatives of the workers and judicial recourse must be provided against the
closure.  It also recommended that the government consider a contribution-based
unemployment insurance (in establishments covered by the Employees’ Provident Fund
Act) to take care of retrenched workers or those whose establishments have been closed.
 The benefit would be payable for one year or till re-employment, whichever is earlier.  

The recommendations of NCL on retrenchment, closure and lay-offs are summarized below:

Table 2: Comparison of IDA provisions and changes proposed by NCL for lay-offs,
retrenchment and closure 

Feature ID Act 1947 NCL Recommendations

Prior
Permission

Required for lay-offs,
closure and
retrenchment in
establishments with
100 or more workers.

■ Not required for lay-offs and retrenchment.  ■

Required for closure in establishments with 300 or
more workers

■

Clearance of
dues as a pre-
condition

No■  Yes■

Notice period  One month■ Two months■

Compensation At the rate of 15 days
(for closure and
retrenchment)

■

50% of wages for lay
offs 

■

Based on whether enterprise is profitable or loss
making:

■

Closure for establishments with more than 100
workers: 30 days (for sick enterprises with three
years’ losses and filed for bankruptcy/winding up)
and 45 days (for profit making enterprises)

■

Retrenchment for establishments with more than
100 workers: 45 days (for sick enterprises looking
to become viable by retrenching) and 60 days (for
profit making one enterprises)

■

50% of above to be paid for enterprises with 100
or less workers.

■

50% of wages for lay-offs.  Government approval
to be obtained in establishments with 300 or more
workers if lay-off exceeds one month.

■

Sources: Industrial Disputes Act, 1947; 2nd NCL Report; PRS.

Some states have amended the threshold provision of the IDA 1947.  For example, Rajasthan
amended the Act in 2014 to increase the threshold from 100 workers to 300 workers.  A report of
the ILO (2020) suggested that only 22 countries (including India, Pakistan and Thailand) require
collective dismissals to be authorized by public authorities.[19]  Of these, seven countries
(including India, Sri Lanka and Colombia) do not require consultation with workers’
representatives.  On the other hand, most countries require notification to both workers’
representatives and competent authorities, but no prior permission.  
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Provisions of the Code:  The Industrial Relations Code increases the threshold to 300
workers while retaining the notice and compensation requirements specified under the
IDA 1947.  It allows the government to further increase the threshold by notification.     

Labour Administration 

Context:  All labour laws have distinct compliance requirements for employing units.  
Multiplicity of labour laws has resulted in multiple inspections, returns and registers. One
private study reported that states have 423 labour-related Acts, 31,605 compliances and
2,913 related filings.[20]  On the other hand, it has been argued that the labour
enforcement machinery has been ineffective because of poor enforcement, inadequate
penalties and rent-seeking behaviour of inspectors.  Further, dispute resolution
processes need reform to make them more effective.  

Reforms proposed:  Various committees have proposed reforms to tackle three types of
issues:  compliance burden, enforcement of laws, and resolution of disputes.

Reduce compliance burden: NCL recommended moving towards a regime of self-certification
with selective inspections based on returns submitted by the employing units (with the exception
of routine inspections where conditions of safety are concerned).2  However, routine inspections
may be retained in the unorganised sector to protect worker interests.  To make the enforcement
machinery accountable, at least 10% check of all inspections should be done by superior
officers at all levels.  Certain states such as Gujarat, Punjab and Haryana have already moved
to self-certification for certain laws.  One Committee (Chair: Anwarul Hoda, Member, Planning
Commission) endorsed a regime of third-party inspections, with regulatory compliances certified
by external and recognized agencies, accompanied with a system of joint inspections and
annual calendars of inspections.[21]  Note however that India has ratified ILO Convention No. 81
which emphasises on the labour inspector’s right to enter premises freely without prior notice to
ensure compliance of labour laws.  In view of this, a Working Group constituted under the
Planning Commission (for 2012-17) recommended that complaint-based inspections and self-
certification can complement the present system without substituting it.[22]  

A 1988 Act allows establishments with up to 19 workers and up to 40 workers to submit
combined annual returns and a unified register under 16 central laws (including laws which
cover wages, factories and contract labour); NCL recommended extending its application to all
establishments in order to simplify registers and returns required to be maintained/filed under
different laws.[23]  Further, offences of a technical nature, such as failure to maintain registers or
file returns may provide for compounding (i.e. settlement) instead of prosecution.  

Improve enforcement of laws:  Various Committees have recommended strengthening the
enforcement machinery by increasing manpower and improving labour enforcement
infrastructure.22,[24]  The NCL recommended upgradation of the infrastructure, training and
facilities available to the enforcement machinery to improve their efficiency.  Further, in the
context of the state labour machinery, it recommended that the central government determine
norms for improving the inspector ratio and infrastructure of labour departments.  Various
committees have also noted that existing penalties for offences are inadequate and do not act a
deterrent.2,22  They have recommended that the penalties for various offences may be graded
based on the seriousness of offence, the number of times the offence has been committed, and
the capacity to pay.  

Strengthen peaceful resolution of disputes: The NCL recommended a system of labour courts,
lok adalats and Labour Relations Commissions (LRCs) as the integrated adjudicatory system in
all labour matters (including wages, social security and welfare).  LRCs would act as appellate
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bodies to hear appeals against the decisions of the labour courts.  They will be headed by
judges (or lawyers qualified to be judges), and include representatives of employers, workers,
economists, as members.  

In a performance audit (2001-2006) conducted by the Comptroller and Auditor General of India
(CAG) in central establishments and establishments in Delhi, Kolkata, Mumbai and Chennai, the
CAG noted that the effectiveness of the adjudication process was diluted by various factors,
such as (i) routine delays by the government in referring labour disputes for adjudication, (ii)
delay in disposal of cases (35-57% of the cases taken up by the labour courts between 2001
and 2006 in the four metros were pending as of 2007), (iii) delay in publication of court awards in
the gazette and (iv) delay in implementation of awards.[25]  In this context, the CAG and NCL
recommended that: (i) the precondition of requiring the government to refer disputes to the
labour courts should be dispensed with, (ii) cases should be decided within three hearings (with
extensions thereafter for recorded reasons), (iii) the award should become enforceable without
waiting for its publication in the official gazette, and (iv) a mechanism for timely implementation
of awards should be set up in both central and state sphere.  The NCL also noted that several
laws (e.g., payment of gratuity) only permit the inspector to file a complaint.   It recommended
that any aggrieved person (or his trade union) should also be empowered to file a complaint
directly.  

Provisions of the Codes:  The Codes create enabling provisions for web-based
inspections (which may be accompanied by randomized inspections) in some cases and
third-party certification (for notified classes of establishments in some cases) and create
some provisions for common registers and returns.   However, details have been left to
delegated legislation.  Further, in certain cases, such as Code on Social Security,
compliance reporting on different aspects (such as provident fund and insurance) may
continue to be required to be made to different authorities.  The Codes also increase the
quantum of fines and imprisonment in several cases and allows for compounding of
offences in certain cases.  With regard to dispute resolution, the Industrial Relations
Code removes the requirement for reference to the government and publication of award
in the gazette and replaces industrial courts/tribunals with two-member labour tribunals
(with one judicial and one administrative member).   

Contract Labour 

Context:  It has been argued that labour compliances and economic considerations have
resulted in increased use of contract labour.  The share of contract workers in factories
among total workers increased from 26% in 2004-05 to 36% in 2017-18, while the share of
directly hired workers fell from 74% to 64% over the same period.7,8  This flexibility has
come at a cost of increase vulnerability since contract labour have been denied basic
protections (such as assured wages) and are not entitled to be regularized in cases
where contract labour is prohibited by the government.[26] 

Reforms proposed:  The NCL noted that organisations must have the flexibility to adjust
their workforce based on economic efficiency.  Currently, the Contract Labour
(Regulation and Abolition) Act, 1970 empowers the government to prohibit employment
of contract labour in some cases including where: (i) the work is of a perennial nature, or
(ii) the work performed by contract workers is necessary for the business carried out by
the establishment, or (iii) the same work is carried out by regular workmen in the
establishment.  In 2001, the Supreme Court held that even if the use of contract labour is
prohibited in an establishment, contract workers do not have the right to be regularized
automatically in the workforce. 26  This has resulted in employers being able to hire
contract labour more freely.  To provide further flexibility, the NCL recommended
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allowing contract labour to be used in core work of the establishment if there is sporadic
seasonal demand.  Further, it recommended delineating between core and non-core work
in an establishment and defining the type of work for which contract labour may be hired.
 Note that Andhra Pradesh passed amendments to the law in 2003 which prohibited
contract labour in core activities and specified a list of non-core activities where the
prohibition would not apply (such as sanitation and security services).   It also permitted
employment of contract labour for any sudden increase in work in the core activities of a
firm (to be completed in a specified period).  As per ILO (2016), countries such as
Indonesia and Brazil also limit the use of contract workers in core activities.[27]   Further,
China restricts the use of contract workers in the total workforce to a limit fixed by
regulation (fixed at 10% of workforce as of 2014).  

However, the NCL also recognized that contract labour suffers from lack of job security and
social security, low wages and suppression of collective bargaining rights.  For example, in a
compliance audit (2017) of contract labour working for the railways, the CAG noted that in a
significant number of selected cases, the Railways did not furnish the requested records which
suggested poor compliance.[28]  Of the cases where records were shared, it was observed that
licenses were not obtained by contractors in 37% cases, minimum wages were not paid in 28%
cases, ESI registration was only obtained in 75% cases, and no inspections were conducted.  
 The CAG recommendations included: (i) awarding contracts to agencies which are registered
with the labour department, EPFO or ESIC, etc, and (ii) prescribing a comprehensive
compliance checklist before clearing contractor bills.  

To protect the rights of contract workers, NCL recommended: (i) remunerating contract workers
at the same rate as regular workers for similar work (and if such worker does not exist, at the
lowest salary of workers in a comparable skill grade), (ii) ensuring responsibility of the principal
employer to extend social security and other benefits to contract workers, and (iii) not hiring
workers as casual or temporary workers against permanent posts for more than two years.  Note
that the central rules notified under the Act have always required wage parity between regular
and contract workers for similar work.  However, the Supreme Court (2009) interpreted this to
mean that the employer can consider various factors such as skill, nature of work, reliability and
responsibility of workers in deciding whether similar work is done by the two categories of
workers.[29]  

Since 2018, the central government has also introduced provisions for fixed term employment in
central sphere establishments.[30]  Fixed term employment refers to workers employed for a
fixed duration based on a contract signed between the worker and the employer.  This allows
employers to manage variations in production to cater to a short spike in demand (for example,
in response to a contract to supply goods) without committing to a higher level of labour force.
 This also provides a greater level of job security to workers than contract workers, though such
security would be lower than that of the permanent employees.  However, fear that the fixed
term contract may not be renewed may deter them from raising issues with the management.
 We have summarized the detailed pros and cons of hiring fixed term labour in our Legislative
Brief on the Industrial Relations Code, 2019.

Provisions of the Code:  Currently, contract labour provisions apply to
establishments/contractors hiring at least 20 workers.  The Code on Occupational Safety
and Health increases this threshold to 50 workers. Further, it prohibits contract labour in
core activities except in certain circumstances (which includes any sudden demand in
work).  It also specifies a list of non-core activities where the prohibition would not apply.
 This includes: (i) sanitation works, (ii) security services, and (iii) any activity of an
intermittent nature even if that constitutes a core activity of an establishment.  

https://www.prsindia.org/sites/default/files/bill_files/Legislative%20Brief-Industrial%20Relations%20Code%202019.pdf
https://www.prsindia.org/sites/default/files/bill_files/Legislative%20Brief-Industrial%20Relations%20Code%202019.pdf
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As regards liability of the contractor, the Code leaves the conditions for grant of contractor
license to rules.  Further, it shifts the primary responsibility of providing welfare facilities from the
contractor to the principal employer.  It also provides for automatic absorption of contract
workers into the establishment of the principal employer where they are engaged through an
unlicensed contractor.  The Industrial Relations Code introduces provisions to employ fixed term
labour.  

Trade Unions 

Context:  There are a large number of registered trade unions, including several within an
establishment.  There are no criteria to determine which unions can formally negotiate
with the management.   Settlements made with unions are only binding on the
participating unions.  This has affected collective bargaining rights of workers.  Further,
questions have been raised on the extent to which non-employees may be permitted in
trade unions.

Reforms proposed:  As of 2015, there were 12,420 registered trade unions in India with an
average membership of 1,883 persons per union.[31]  A large number of unions within an
establishment hampers the process of collective bargaining as it is difficult to reach a
settlement with all of them.  Employers may also seek legitimacy for a favourable
settlement by reaching an agreement with a compliant union though it may not have the
support of a majority of workers. The NCL recommended giving ‘recognition’ to a union
with the support of 66% members.  If no union has 66% support, then unions that have
the support of more than 25% should be given proportionate representation on a
negotiation college.  The vote for recognition may be cast on the basis of a regular
subscription to a union through deduction from the wages of a worker – this system of
regular payment of subscription would verify relative strength of different unions on a
continuing basis.  In establishments with less than 300 workers, the mode of identifying
the negotiating union may be determined by Labour Relations Commissions (which may
include secret ballot) to mitigate any possibility of victimisation by the management of
the company.  The Standing Committee on Labour (2009) also endorsed compulsory
recognition of trade unions.18

Further, to counter low unionization in the unorganised sector, the recommended that a specific
provision may be made to enable workers in the unorganised sector to form trade unions (with
any number of workers) and get them registered even where an employer- employee
relationship does not exist or is difficult to establish.  On the question of participation of
outsider, the NCL noted that it would have been desirable if the Trade Unions Act had provided
for a ceiling on the total number of trade unions of which an ‘outsider’ can be a member.  

Provisions of the Code: The Industrial Relations Code makes provisions for recognition
of a negotiation unions with 51% membership.  In the absence of such support, a
negotiation council may be formed.  However, the Code does not clarify how vote will
take place.   Further, no changes have been made to the extent of participation of
outsider (up to 33%, subject to a maximum of five members).  Up to 50% may be
outsiders in unorganised sector unions.  However, the Code weakens collective
bargaining rights by requiring a two-week notice for strikes. 

Delegated Legislation 

Under the Constitution, the legislature has the power to make laws and the government is
responsible for implementing them.  Often, the legislature enacts a law covering the general
principles and policies, and delegates detailed rule-making to the government to allow for
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expediency and flexibility.  However, certain functions and powers should not be delegated to
the government.   These include framing the legislative policy to determine the principles of the
law.  Any Rule should also remain within the scope of the delegating Act.  The question is which
matters should be retained by the legislature and which of these could be delegated to the
government.

The labour Codes delegate various essential aspects of the laws to the government through
rule-making.  These include: (i) increasing the threshold for lay-offs, retrenchment, and closure,
(ii) setting thresholds for applicability of different social security schemes to establishments, (iii)
specifying safety standards and working conditions to be provided and maintained by
establishments, and (iii) deciding the norms for fixation of minimum wages.  

Emerging challenges

Based on government statistics, McKinsey Global Institute (2016) estimates that 10-15% of
working age adults in the US and European Union earn their primary living from “independent
work”.[32]  In addition to traditional freelance work, independent work would include emerging
digital platforms which provide opportunities for task-based “crowd-work” (e.g., freelance work
over digital platforms) and “on-demand work” (e.g., taxi and restaurant aggregators).   One of
the questions the Codes need to address is whether any distinction must be drawn between
self-employed persons (e.g., freelancers) who exercise independent control over their work
(including terms of service, scheduling and payment terms), and self-employed persons who
predominantly work with a single platform which may exert some degree of control over the
terms of their work (e.g. aggregators).  If so, the Codes will also need to consider the extent to
which various provisions that provide rights to employees should be extended to the latter
category.  

Note that workers in the gig economy are typically classified as independent contractors and
thus are not provided the protection of various labour laws, including social security
benefits.[33]  Globally, some regions have defined principles by which to identify employer-
employee relationships which may be mis-classified as independent contract work.  For
example, California passed a Bill in 2019 which classifies certain independent contractors as
employees and entitles them to certain benefits such as health insurance, if the hiring company
fails to prove that: (i) the tasks performed by the person fall outside the usual course of the
company’s business, (ii) the company does not exercise control over the manner in which the
person performs their tasks, and (iii) the person is customarily engaged in a trade or occupation
of the same nature as that involved in the work performed.[34]  

The Code on Social Security introduces definitions for ‘gig worker’ and ‘platform worker’.  Gig
workers refer to workers outside the “traditional employer-employee relationship”.  Platform
workers are those who are outside the “traditional employer-employee relationship” and access
organisations or individuals through an online platform and provide services.  The Code also
defines unorganised workers which include self-employed persons.  The Code creates
provisions for different schemes for all these categories of workers (and defines the role that
aggregators may be expected to play in some of these schemes).  However, there may be some
overlap between these three definitions which may result in lack of clarity on the applicability of
social security schemes to these different categories of workers.  We have illustrated this issue
in our Legislative Brief on the Code. 

ANNEXURES: DETAILS OF LABOUR LAWS

The Bill replace the following 29 central Acts. Table 3 lists the Acts which are being subsumed
by the four labour codes.  Table 4 lists some Acts which regulate some aspects of labour but

https://www.prsindia.org/sites/default/files/bill_files/Legislative%20Brief-Code%20on%20Social%20Security%202019.pdf
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have not been subsumed by the Codes.   

Table 3:  Details of Acts which are being subsumed by the four labour codes

Labour Codes Acts being subsumed

Code on Wages, 2019 Payment of Wages Act, 1936;■

Minimum Wages Act, 1948; ■

Payment of Bonus Act,
1965; and 

■

Equal Remuneration Act, 1976■

Occupational Safety, Health and Working Conditions
Code, 2019

Factories Act, 1948; ■

Mines Act, 1952; ■

Dock Workers (Safety, Health
and Welfare) Act, 1986; 

■

Building and Other
Construction Workers
(Regulation of Employment
and Conditions of Service) Act,
1996; 

■

Plantations Labour Act, 1951; ■

Contract Labour (Regulation
and Abolition) Act, 1970; 

■

Inter-State Migrant Workmen
(Regulation of Employment
and Conditions of Service) Act,
1979; 

■

Working Journalist and other
Newspaper Employees
(Conditions of Service and
Miscellaneous Provision) Act,
1955; 

■

Working Journalist (Fixation of
Rates of Wages) Act, 1958; 

■

Motor Transport Workers Act,
1961; 

■

Sales Promotion Employees
(Condition of Service) Act,
1976; 

■

Beedi and Cigar Workers
(Conditions of Employment)
Act, 1966; and 

■

Cine-Workers and Cinema
Theatre Workers (Regulation
of Employment) Act, 1981

■

Industrial Relations Code, 2019 Trade Unions Act, 1926; ■

Industrial Employment
(Standing Orders) Act, 1946,
and 

■
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Industrial Disputes Act, 1947■

Code on Social Security, 2019 Employees’ Provident Funds
and Miscellaneous Provisions
Act, 1952; 

■

Employees’ State Insurance
Act, 1948; 

■

Employees’ Compensation Act,
1923; 

■

Employment Exchanges
(Compulsory Notification of
Vacancies) Act, 1959; 

■

Maternity Benefit Act, 1961; ■

Payment of Gratuity Act, 1972; ■

Cine-workers Welfare Fund
Act, 1981; 

■

Building and Other
Construction Workers’ Welfare
Cess Act, 1996; and 

■

Unorganised Workers Social
Security Act, 2008

■

Sources: Existing Central Acts; Labour Codes; PRS.

Table 4:  Some central Acts which are related to labour law but have not been subsumed
by the Codes

Additional Central Laws Description of the Act

Labour Laws (Simplification of
Procedure for Furnishing Returns and
Maintaining Registers by Certain
Establishments) Act, 1988 

Allows establishments with up to 19 workers and up to 40
workers to submit combined annual returns and unified
registers under 16 central laws (covering wages, factories
and contract labour)

Apprentices Act, 1961 Provides for the regulation of training of apprentices.

Bonded Labour System (Abolition) Act,
1976

Provides for the abolition of the bonded labour system.

Child and Adolescent Labour
(Prohibition and Regulation) Act 1986

Prohibits employment of children (below 14 years) in all
occupations and of adolescents (14-17 years) in
hazardous occupations and processes.

Public Liability Insurance Act 1991  Makes provisions for public liability insurance to provide
relief to persons affected by accidents which occurred
while handling any hazardous substance.

Dock Workers (Regulation of
Employment) Act 1948

Makes provisions for framing a scheme for regulating the
employment of dock workers.  Sets up a Board to
administer the scheme.

Dock Workers (Regulation of
Employment) (Inapplicability to Major
Ports) Act 1997

Provides for inapplicability of the Dock Workers
(Regulation of Employment) Act, 1948 to dock workers of
major ports in India.

Coal Mines Provident Fund and
Miscellaneous Provisions Act, 1948 

Makes provisions for framing provident fund, pension,
deposit linked-Insurance and bonus schemes for persons
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employed in coal mines.

Provident Funds Act, 1925 Deals with provident funds primarily relating to the
government, local authorities, Railways and certain other
institutions. 

Seamen’s Provident Fund Act, 1966 Makes provisions for framing a provident fund scheme for
seamen.

Sexual Harassment at Workplace Act,
2013

Creates a process to redress complaints of sexual
harassment at the workplace.

Boilers Act, 1923 Regulates the manufacture and use of steam boilers. 

Employment of Manual Scavengers
and Construction of Dry Latrines
(Prohibition) Act, 1993 

Prohibits employment of manual scavengers for certain
activities.  Regulates construction and maintenance of
water seal latrines.

Prohibition of Employment as Manual
Scavengers and their Rehabilitation
Act, 2013

Prohibits employment of manual scavengers, manual
cleaning of sewers and septic tanks without protective
equipment, and construction of insanitary latrines. 

Sources: Existing Central Acts; PRS.
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LABOUR UNTANGLED
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

These law revisions should improve the ease of doing business in the country, though it seems
the authority to lift many of the old strictures that businesses complain of has been delegated to
state governments.

The Rajya Sabha on Wednesday approved three bills—on social security, industrial relations
and occupational safety— that pave the way for a consolidation of more than two dozen labour
laws that often deter investment in India. These bills were passed by the Lok Sabha earlier and
now require a presidential assent to go into force, which is likely to be just a procedural formality.

Broadly, these law revisions should improve the ease of doing business in the country, though it
seems the authority to lift many of the old strictures that businesses complain of has been
delegated to state governments. This could cause some variation within the country on how
easily workers can be laid off, for example, but perhaps this will yield case studies that let us
evaluate the impact of labour-market flexibility on economic progress. We’ll get to see if firms
that fire employees easily also hire them easily. We may have to get past the covid crisis for
formal employment to rise, though. Businesses are not the only ones pleased by the bills. Gig
workers are to get the sort of benefits that payroll employees have long got. Good. In general,
the country needs all workers to be treated alike.

Click here to read the Mint ePapermint is now on Telegram. Join mint channel in your Telegram
and stay updated

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

Your session has expired, please login again.

You are now subscribed to our newsletters. In case you can’t find any email from our side,
please check the spam folder.
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PARLIAMENT PASSES THREE LABOUR CODES TO
PAVE WAY FOR ENACTMENT OF HISTORIC “GAME
CHANGER” LABOUR LAWS

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

The Rajya Sabha in its sitting today passed three labour codes namely, Industrial Relations
Code, 2020 (ii) Code on Occupational Safety, Health & Working Conditions Code, 2020 & (iii)
Social Security Code, 2020. With this, the decks for enactment of these codes have been
cleared as Lok Sabha had passed these Bills yesterday.

Speaking during the discussions on the bills, Shri Gangwar described the Bills as historic game
changer which will harmonize the needs of workers, industries and other related parties.  He
said that these Labour Codes will prove to be an important milestone for the welfare of the
workers in the country.  Shri Gangwar informed that from 2014 till now our Government has
taken many steps for welfare of the workers and through these Labour Codes the dream of an
overall labour reform is being realized.  He emphasized that the OSH Code envisages safe
working environment for workers especially women.  The Minister added that an effective
dispute resolution mechanism is being ensured through Industrial Relations Code providing for
time-bound dispute resolution system in every institution.  The Minister further said that the
Social Security Code provides a framework to include organized and unorganized sector
workers under the ambit of comprehensive social security.  The Social Security Code contains
provisions relating to EPFO, ESIC, building construction workers, maternity benefits, gratuity
and social security fund for unorganized sector workers.  “Through this Code, we are moving
towards fulfilling the Prime Minister’s vision of Universal Social Security”,  Shri Gangwar added.

Shri Gangwar further said that under the dynamic leadership of visionary Prime Minister Shri
Narender Modi, this Government has taken number of steps to fulfill the dreams of Baba Saheb
Ambedkar from 2014 onwards and gave equal importance to ‘Shramev Jayate’ and ‘Satyamev
Jayate’.  My Ministry has been working tirelessly to provide social security and other welfare
measures to both organized and unorganized workers including during this COVID-19
pandemic.  He added that unprecedented steps were taken by Government and launched many
welfare measures such as increasing the maternity leave for our sisters from 12 weeks to 26
weeks; women were allowed to work in mines under Pradhan Mantri Rozgar Protsahan Yojana. 
Formal employment was increased with portability in EPFO and welfare schemes and expansion
of ESIC facilities to our fellow citizens.

Dwelling upon amalgamation 29 labour laws into four Labour Codes, Shri Gangwar said that
extensive consultation was undertaken by the Government before finalizing the Labour Codes. 
These include discussions in nine Tripartite Meetings, 4 sub-committees, 10 inter-ministerial
consultations, Trade Unions, Employers’ Associations, State Governments, Experts,
International Bodies and also invited public suggestions/comments from people by placing them
in public domain for 2-3 months.

The Minister stressed that the objective of labour reforms is to have their labour laws in line with
the changing world of workplace and provide an effective and transparent system, balancing the
needs of workers and industries.  He further said that in this journey of 73 years of
independence, the atmosphere, technological phase, mode of working and the nature of work
has changed drastically in today's new India. With this change, if India does not make the
required changes in its labour laws, then we will be left behind in both the welfare of the workers
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and the development of industries”, Shri Gangwar said.

He emphasized that the structure of welfare and rights of Atmanirbhar Shramik is based on four
pillars. Regarding First Pillar which is salary protection, the Minister said that even after 73 years
of independence, and despite having 44 labour laws, only about 30 percent of India's 50 crore
workers had the legal right to minimum wages  and all the workers were not paid on time. “For
the first time, our government has worked to correct this discrepancy and has given the legal
right to all the 50 crore organized and unorganized sector workers to get minimum wages and
timely wages”, Shri Gangwar added.

The second important pillar of labour safety, Shri Gangwr said  is to give him a safe working
environment to protect his health and lead a happy life. For this, he said, for the first time in the
OSH Code, annual health check-up has been provided for workers above a certain age.
Additionally, to keep the standards related to safety effective and dynamic, they can be replaced
with changing technology by the National Occupational Safety & Health Board.    In order to
provide a safe environment, workers and employers should decide together, for this, a safety
committee has been provided for in all institutions. 

He also informed the House that the OSH Code reduced the minimum qualification from 240
days to 180 days for leave. The Bill also provides for the payment of at least 50 percent of the
penalty imposed on an employer for injury or death at the work place, to the aggrieved worker, in
addition to other benefits. With all these provisions, an effort has been made to give workers a
safe working environment.

Stating that women should have the freedom to do the same work as men, he said that for the
first time, a provision has been  made that women can work in any type of institution at night as
per their choice. “However, the employer will have to make all necessary security arrangements,
as determined by the appropriate government”, he added

He informed that the third important pillar for workers is Comprehensive Social Security.   In line
with this resolution, he said the scope of ESIC and EPFO is being extended in the Social
Security Code. To increase the scope of ESIC, a provision has been made that now its coverage
will be in all 740 districts of the country. In addition to this, the option of ESIC will also be for
plantation workers, unorganized sector workers, gigs and platform workers, and institutions with
less than 10 workers. If there is a risky work in an institute,  that institute will inevitably be
brought under the purview of ESIC even if it is a sole labourer. Similarly, to increase the scope
of EPFO, the schedule of the institutions has been removed in the current law and now all those
institutions which have 20 or more workers will come under the ambit of the EPF. Apart from
this, the option of EPFO for institutions with less than 20 workers and self-employed workers is
also being given in the Social Security Code.

To provide social security to 40 crore unorganized sector workers, he informed, provision for
“Social Security Fund” has been made. Through this fund, social security schemes will be made
for workers and gigs and platform workers working in the unorganized sector and plans will be
formulated to provide all kinds of social security benefits such as death insurance, accident
insurance, maternity benefit and pension etc. to these 40 crore workers. “Through these efforts
we have taken an important step towards fulfilling our pledge of Universal Social Security
coverage”, he said.

Talking about Fourth Pillar, Shri Gangwar said that we have simplified and made effective IR
Code so that peace and harmony prevail in the industrial units. On bringing Fixed Term
Employment to the IR Code, engaged for a short period of their time and do not get service
conditions, leave, salary, social security, gratuity etc. like regular employees, he said we have
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also ensured that Fixed Term Employees' service conditions, salary, leave and social security
will also be the same as a Regular Employee. In addition, Fixed Term Employee has also been
given the right to pro-rata Gratuity.

Shri Gangwar also emphasized that the provisions of Strike in IR Code do not take back the
right of any workers to go on strike. Prior to going on the strike, the 14-day notice period
obligation has been imposed on every institution to attempt to end the dispute through amicable
negotiations during this period. Neither the workers nor the industry have any benefit from the
workers going on the strike”, he added.

As far as raising the threshold in Retrenchment, Closure or Lay-off in the IR Code from 100
workers to 300 workers, he pointed out that labour is the subject of concurrent list, and the
concerned state governments have right to change the laws.  He informed that as many as 16
states, using this right, have already increased this limit. Parliamentary Standing Committee also
recommended that this limit be increased to 300. Moreover, most of the institutes do not want to
keep more than 100 workers in their institution, which promotes informal employment”, Shri
Gangwar stressed.

The Minister also informed that according to the Economic Survey 2019, after increasing this
Threshold from 100 to 300 in the state of Rajasthan, along with the number of large factories,
there has also been an increase in employment generation of workers and an unprecedented
reduction in layoffs. “This makes it clear that changing this one provision will motivate investors
to set up large factories in the country, and by setting up more factories, more employment
opportunities, more workers in our country will be generated for”, he opined.

Shri Gangwar also said that the Trade Unions play an important role in getting workers their
rights in institutions. Recognizing the contribution, for the first time in law, Trade Unions are
being recognized at the institution level, state level and center level. For the first time in the IR
Code, he informed, a provision of Re-skilling Fund has been made with the objective of
increasing the chances of employment again if any worker is missed. These workers will be
given 15 days salary for this.

Mentioning special provisions made to strengthen the rights of migrant workers in the scenario
of COVID-19, he said, the definition of migrant workers has been broadened. Now all the
workers who come from one state to another state, and their salary is less than 18 thousand
rupees,  they will come under the definition of migrant labour and will get the benefit of welfare
schemes of the government. Apart from this, there is a provision to create a data base for
migrant workers, portability of their welfare schemes, a separate help line arrangement and
travel allowance to be given by the employer once a year for them to go to their place of origin.

Shri Gangwar also informed that under  various labour laws, there will be no need to have
multiple registrations or multiple licenses to set up industries. “As far as possible, now we are
going to arrange to provide registration, license etc. in a time bound manner and under online
process”, he added.

Shri Gangwar concluded saying that through these 4 Labour Codes we are ensuring the welfare
of workers on the one hand, on the other hand it is an effort to develop new industries through a
simple compliance system, which will create employment for our workforce. New opportunities
should be created.  “With enactment of new Labour Codes, the vision of our Prime Minister to
have Sabka Sath, Sabka Vikas and Sabka Vishwas will get a big boost and India will march to
the front league of developed nations”, Shri Gangwar emphasized.

******
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The Rajya Sabha in its sitting today passed three labour codes namely, Industrial Relations
Code, 2020 (ii) Code on Occupational Safety, Health & Working Conditions Code, 2020 & (iii)
Social Security Code, 2020. With this, the decks for enactment of these codes have been
cleared as Lok Sabha had passed these Bills yesterday.

Speaking during the discussions on the bills, Shri Gangwar described the Bills as historic game
changer which will harmonize the needs of workers, industries and other related parties.  He
said that these Labour Codes will prove to be an important milestone for the welfare of the
workers in the country.  Shri Gangwar informed that from 2014 till now our Government has
taken many steps for welfare of the workers and through these Labour Codes the dream of an
overall labour reform is being realized.  He emphasized that the OSH Code envisages safe
working environment for workers especially women.  The Minister added that an effective
dispute resolution mechanism is being ensured through Industrial Relations Code providing for
time-bound dispute resolution system in every institution.  The Minister further said that the
Social Security Code provides a framework to include organized and unorganized sector
workers under the ambit of comprehensive social security.  The Social Security Code contains
provisions relating to EPFO, ESIC, building construction workers, maternity benefits, gratuity
and social security fund for unorganized sector workers.  “Through this Code, we are moving
towards fulfilling the Prime Minister’s vision of Universal Social Security”,  Shri Gangwar added.

Shri Gangwar further said that under the dynamic leadership of visionary Prime Minister Shri
Narender Modi, this Government has taken number of steps to fulfill the dreams of Baba Saheb
Ambedkar from 2014 onwards and gave equal importance to ‘Shramev Jayate’ and ‘Satyamev
Jayate’.  My Ministry has been working tirelessly to provide social security and other welfare
measures to both organized and unorganized workers including during this COVID-19
pandemic.  He added that unprecedented steps were taken by Government and launched many
welfare measures such as increasing the maternity leave for our sisters from 12 weeks to 26
weeks; women were allowed to work in mines under Pradhan Mantri Rozgar Protsahan Yojana. 
Formal employment was increased with portability in EPFO and welfare schemes and expansion
of ESIC facilities to our fellow citizens.

Dwelling upon amalgamation 29 labour laws into four Labour Codes, Shri Gangwar said that
extensive consultation was undertaken by the Government before finalizing the Labour Codes. 
These include discussions in nine Tripartite Meetings, 4 sub-committees, 10 inter-ministerial
consultations, Trade Unions, Employers’ Associations, State Governments, Experts,
International Bodies and also invited public suggestions/comments from people by placing them
in public domain for 2-3 months.

The Minister stressed that the objective of labour reforms is to have their labour laws in line with
the changing world of workplace and provide an effective and transparent system, balancing the
needs of workers and industries.  He further said that in this journey of 73 years of
independence, the atmosphere, technological phase, mode of working and the nature of work
has changed drastically in today's new India. With this change, if India does not make the
required changes in its labour laws, then we will be left behind in both the welfare of the workers
and the development of industries”, Shri Gangwar said.

He emphasized that the structure of welfare and rights of Atmanirbhar Shramik is based on four
pillars. Regarding First Pillar which is salary protection, the Minister said that even after 73 years
of independence, and despite having 44 labour laws, only about 30 percent of India's 50 crore
workers had the legal right to minimum wages  and all the workers were not paid on time. “For
the first time, our government has worked to correct this discrepancy and has given the legal
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right to all the 50 crore organized and unorganized sector workers to get minimum wages and
timely wages”, Shri Gangwar added.

The second important pillar of labour safety, Shri Gangwr said  is to give him a safe working
environment to protect his health and lead a happy life. For this, he said, for the first time in the
OSH Code, annual health check-up has been provided for workers above a certain age.
Additionally, to keep the standards related to safety effective and dynamic, they can be replaced
with changing technology by the National Occupational Safety & Health Board.    In order to
provide a safe environment, workers and employers should decide together, for this, a safety
committee has been provided for in all institutions. 

He also informed the House that the OSH Code reduced the minimum qualification from 240
days to 180 days for leave. The Bill also provides for the payment of at least 50 percent of the
penalty imposed on an employer for injury or death at the work place, to the aggrieved worker, in
addition to other benefits. With all these provisions, an effort has been made to give workers a
safe working environment.

Stating that women should have the freedom to do the same work as men, he said that for the
first time, a provision has been  made that women can work in any type of institution at night as
per their choice. “However, the employer will have to make all necessary security arrangements,
as determined by the appropriate government”, he added

He informed that the third important pillar for workers is Comprehensive Social Security.   In line
with this resolution, he said the scope of ESIC and EPFO is being extended in the Social
Security Code. To increase the scope of ESIC, a provision has been made that now its coverage
will be in all 740 districts of the country. In addition to this, the option of ESIC will also be for
plantation workers, unorganized sector workers, gigs and platform workers, and institutions with
less than 10 workers. If there is a risky work in an institute,  that institute will inevitably be
brought under the purview of ESIC even if it is a sole labourer. Similarly, to increase the scope
of EPFO, the schedule of the institutions has been removed in the current law and now all those
institutions which have 20 or more workers will come under the ambit of the EPF. Apart from
this, the option of EPFO for institutions with less than 20 workers and self-employed workers is
also being given in the Social Security Code.

To provide social security to 40 crore unorganized sector workers, he informed, provision for
“Social Security Fund” has been made. Through this fund, social security schemes will be made
for workers and gigs and platform workers working in the unorganized sector and plans will be
formulated to provide all kinds of social security benefits such as death insurance, accident
insurance, maternity benefit and pension etc. to these 40 crore workers. “Through these efforts
we have taken an important step towards fulfilling our pledge of Universal Social Security
coverage”, he said.

Talking about Fourth Pillar, Shri Gangwar said that we have simplified and made effective IR
Code so that peace and harmony prevail in the industrial units. On bringing Fixed Term
Employment to the IR Code, engaged for a short period of their time and do not get service
conditions, leave, salary, social security, gratuity etc. like regular employees, he said we have
also ensured that Fixed Term Employees' service conditions, salary, leave and social security
will also be the same as a Regular Employee. In addition, Fixed Term Employee has also been
given the right to pro-rata Gratuity.

Shri Gangwar also emphasized that the provisions of Strike in IR Code do not take back the
right of any workers to go on strike. Prior to going on the strike, the 14-day notice period
obligation has been imposed on every institution to attempt to end the dispute through amicable
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negotiations during this period. Neither the workers nor the industry have any benefit from the
workers going on the strike”, he added.

As far as raising the threshold in Retrenchment, Closure or Lay-off in the IR Code from 100
workers to 300 workers, he pointed out that labour is the subject of concurrent list, and the
concerned state governments have right to change the laws.  He informed that as many as 16
states, using this right, have already increased this limit. Parliamentary Standing Committee also
recommended that this limit be increased to 300. Moreover, most of the institutes do not want to
keep more than 100 workers in their institution, which promotes informal employment”, Shri
Gangwar stressed.

The Minister also informed that according to the Economic Survey 2019, after increasing this
Threshold from 100 to 300 in the state of Rajasthan, along with the number of large factories,
there has also been an increase in employment generation of workers and an unprecedented
reduction in layoffs. “This makes it clear that changing this one provision will motivate investors
to set up large factories in the country, and by setting up more factories, more employment
opportunities, more workers in our country will be generated for”, he opined.

Shri Gangwar also said that the Trade Unions play an important role in getting workers their
rights in institutions. Recognizing the contribution, for the first time in law, Trade Unions are
being recognized at the institution level, state level and center level. For the first time in the IR
Code, he informed, a provision of Re-skilling Fund has been made with the objective of
increasing the chances of employment again if any worker is missed. These workers will be
given 15 days salary for this.

Mentioning special provisions made to strengthen the rights of migrant workers in the scenario
of COVID-19, he said, the definition of migrant workers has been broadened. Now all the
workers who come from one state to another state, and their salary is less than 18 thousand
rupees,  they will come under the definition of migrant labour and will get the benefit of welfare
schemes of the government. Apart from this, there is a provision to create a data base for
migrant workers, portability of their welfare schemes, a separate help line arrangement and
travel allowance to be given by the employer once a year for them to go to their place of origin.

Shri Gangwar also informed that under  various labour laws, there will be no need to have
multiple registrations or multiple licenses to set up industries. “As far as possible, now we are
going to arrange to provide registration, license etc. in a time bound manner and under online
process”, he added.

Shri Gangwar concluded saying that through these 4 Labour Codes we are ensuring the welfare
of workers on the one hand, on the other hand it is an effort to develop new industries through a
simple compliance system, which will create employment for our workforce. New opportunities
should be created.  “With enactment of new Labour Codes, the vision of our Prime Minister to
have Sabka Sath, Sabka Vikas and Sabka Vishwas will get a big boost and India will march to
the front league of developed nations”, Shri Gangwar emphasized.
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Source : www.pib.gov.in Date : 2020-09-24

COLD STORAGE FACILITIES IN THE COUNTRY
Relevant for: Indian Economy | Topic: Transport & Marketing of agricultural produce

As per available information, there are 8186 number of cold storages with capacity of 374.25
Lakh MT is available in the country for storing perishable horticulture produce like fruits and
vegetables. State/UT wise details of cold storage is at Annexure – I.

 

The information regarding capacity utilization, real time data regarding availability, cost etc on
cold storage facilities for farmers and traders etc. is not centrally maintained by the Ministry.
There is no real-time monitoring System.

 

A study on All India Cold-chain Infrastructure Capacity (AICIC-2015) carried out by NABARD
Consultancy Service (NABCONS) assessed requirement of 350 lakh MT capacity of cold
storage for perishable fruits and vegetables. Currently, there is 374.25 Lakh MT capacity of cold
storages is available in the country.

 

Government is implementing following schemes under which financial assistance is provided for
setting up of cold storages throughout the country to bridge the gap between availability and
required cold storage capacity:

 

 

Department of Agriculture Cooperation & Farmers Welfare is implementing Mission for
Integrated Development of Horticulture (MIDH) under which financial assistance is provided for
various horticulture activities including setting up of cold storages. The component is
demand/entrepreneur driven for which Government assistance in the form of credit linked back
ended subsidy is available at the rate of 35% (for general areas) and 50% (for hilly and
scheduled areas) of eligible capital cost of the project for both public and private sector
enterprises.

 

 

Ministry of Food Processing Industries is implementing the Scheme for Integrated Cold Chain
and Value Addition Infrastructure as one of the component of Pradhan Mantri Kisan Sampada
Yojana (PMKSY) with the objective of reducing post-harvest losses of horticulture & non-
horticulture produce and providing remunerative price to farmers for their produce. Under the
scheme, Ministry provides financial assistance in the form of grant-in-aid at the rate 35% for
general areas and 50% for North East States, Himalayan States, ITDP areas and Islands for
storage and transport infrastructure and at the rate of 50% and 75% respectively for value
addition and processing infrastructure subject to a maximum of Rs.10 crore per project for
setting up Integrated Cold Chain projects including Irradiation facility. Standalone cold storages
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are not covered under the Scheme.

 

This information was given in a written reply by the Union Minister of Agriculture and Farmers
Welfare Shri Narendra Singh Tomar in Rajya Sabha today.

 

****

APS/SG/RC

 

 

Annexure-I

 

State wise distribution of Cold Storages as on 31.08.2020

 

S. No.

Name of the State

Total

 

No.

Capacity (MT)

1

Andaman & Nicobar Islands (UT)

3

810

2

Andhra Pradesh & Telangana

405

1567664
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3

Arunachal Pradesh

2

6000

4

Assam

39

178096

5

Bihar

311

1479122

6

Chandigarh (UT)

7

12462

7

Chhattisgarh

99

487292

8

Delhi

97

129857

9

Goa

29
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7705

10

Gujarat

969

3822112

11

Haryana

359

819809

12

Himachal Pradesh

76

146769

13

Jammu & Kashmir

69

250169

14

Jharkhand

58

236680

15

Karnataka

223

676832

16

Kerala
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199

81705

17

Lakshadweep (UT)

1

15

18

Madhya Pradesh

302

1293574

19

Maharashtra

619

1009693

20

Manipur

2

4500

21

Meghalaya

4

8200

22

Mizoram

3

4001

23
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Nagaland

3

7150

24

Orissa

179

572966

25

Pondicherry (UT)

3

85

26

Punjab

697

2315096

27

Rajasthan

180

611831

28

Sikkim

2

2100

29

Tamil Nadu

183

382683
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30

Telangana

74

410905

31

Tripura

14

46354

32

Uttar Pradesh

2406

14714235

33

Uttrakhand

55

191314

34

West Bengal

514

5947311

 

 

8186

37425097

 

(Source: Directorate of Marketing and Inspection (DMI) upto 2009, National Horticulture Board
(NHB), National Horticulture Mission (NHM), Horticulture Mission for North East & Himalayan
(HMNEH) & Ministry of Food Processing Industries (MoFPI))

https://agri-horti.assam.gov.in/schemes/horticulture-mission-for-north-east-himalayan-states-hmneh-0
https://agri-horti.assam.gov.in/schemes/horticulture-mission-for-north-east-himalayan-states-hmneh-0
https://agri-horti.assam.gov.in/schemes/horticulture-mission-for-north-east-himalayan-states-hmneh-0
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******

As per available information, there are 8186 number of cold storages with capacity of 374.25
Lakh MT is available in the country for storing perishable horticulture produce like fruits and
vegetables. State/UT wise details of cold storage is at Annexure – I.

 

The information regarding capacity utilization, real time data regarding availability, cost etc on
cold storage facilities for farmers and traders etc. is not centrally maintained by the Ministry.
There is no real-time monitoring System.

 

A study on All India Cold-chain Infrastructure Capacity (AICIC-2015) carried out by NABARD
Consultancy Service (NABCONS) assessed requirement of 350 lakh MT capacity of cold
storage for perishable fruits and vegetables. Currently, there is 374.25 Lakh MT capacity of cold
storages is available in the country.

 

Government is implementing following schemes under which financial assistance is provided for
setting up of cold storages throughout the country to bridge the gap between availability and
required cold storage capacity:

 

 

Department of Agriculture Cooperation & Farmers Welfare is implementing Mission for
Integrated Development of Horticulture (MIDH) under which financial assistance is provided for
various horticulture activities including setting up of cold storages. The component is
demand/entrepreneur driven for which Government assistance in the form of credit linked back
ended subsidy is available at the rate of 35% (for general areas) and 50% (for hilly and
scheduled areas) of eligible capital cost of the project for both public and private sector
enterprises.

 

 

Ministry of Food Processing Industries is implementing the Scheme for Integrated Cold Chain
and Value Addition Infrastructure as one of the component of Pradhan Mantri Kisan Sampada
Yojana (PMKSY) with the objective of reducing post-harvest losses of horticulture & non-
horticulture produce and providing remunerative price to farmers for their produce. Under the
scheme, Ministry provides financial assistance in the form of grant-in-aid at the rate 35% for
general areas and 50% for North East States, Himalayan States, ITDP areas and Islands for
storage and transport infrastructure and at the rate of 50% and 75% respectively for value
addition and processing infrastructure subject to a maximum of Rs.10 crore per project for
setting up Integrated Cold Chain projects including Irradiation facility. Standalone cold storages
are not covered under the Scheme.
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This information was given in a written reply by the Union Minister of Agriculture and Farmers
Welfare Shri Narendra Singh Tomar in Rajya Sabha today.

 

****

APS/SG/RC

 

 

Annexure-I

 

State wise distribution of Cold Storages as on 31.08.2020

 

S. No.

Name of the State

Total

 

No.

Capacity (MT)

1

Andaman & Nicobar Islands (UT)

3

810

2

Andhra Pradesh & Telangana

405

1567664

3

Arunachal Pradesh
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2

6000

4

Assam

39

178096

5

Bihar

311

1479122

6

Chandigarh (UT)

7

12462

7

Chhattisgarh

99

487292

8

Delhi

97

129857

9

Goa

29

7705

10
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Gujarat

969

3822112

11

Haryana

359

819809

12

Himachal Pradesh

76

146769

13

Jammu & Kashmir

69

250169

14

Jharkhand

58

236680

15

Karnataka

223

676832

16

Kerala

199

81705
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17

Lakshadweep (UT)

1

15

18

Madhya Pradesh

302

1293574

19

Maharashtra

619

1009693

20

Manipur

2

4500

21

Meghalaya

4

8200

22

Mizoram

3

4001

23

Nagaland

3
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7150

24

Orissa

179

572966

25

Pondicherry (UT)

3

85

26

Punjab

697

2315096

27

Rajasthan

180

611831

28

Sikkim

2

2100

29

Tamil Nadu

183

382683

30

Telangana
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74

410905

31

Tripura

14

46354

32

Uttar Pradesh

2406

14714235

33

Uttrakhand

55

191314

34

West Bengal

514

5947311

 

 

8186

37425097

 

(Source: Directorate of Marketing and Inspection (DMI) upto 2009, National Horticulture Board
(NHB), National Horticulture Mission (NHM), Horticulture Mission for North East & Himalayan
(HMNEH) & Ministry of Food Processing Industries (MoFPI))

******

https://agri-horti.assam.gov.in/schemes/horticulture-mission-for-north-east-himalayan-states-hmneh-0
https://agri-horti.assam.gov.in/schemes/horticulture-mission-for-north-east-himalayan-states-hmneh-0
https://agri-horti.assam.gov.in/schemes/horticulture-mission-for-north-east-himalayan-states-hmneh-0
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Source : www.pib.gov.in Date : 2020-09-24

IRRIGATED LAND IN THE COUNTRY
Relevant for: Indian Economy | Topic: Different types of Irrigation & Irrigation systems storage

As per the Land Use Statistics, the state wise details of net irrigated area in the country from
2013-14 to 2015-16 (latest available), is at Annexure-I.

 

Programmes pertaining to irrigation of agricultural land are planned, funded, executed and
maintained by the State Governments themselves as per their own resources and priorities. To
supplement their efforts and to encourage sustainable development and efficient management
of water resources, the Central Government provides technical and financial assistance to State
Governments through various schemes and programmes.

 

Pradhan Mantri Krishi Sinchayee Yojana (PMKSY) was launched during 2015-16, by Central
Government with an overarching vision to ensure access to some means of protective irrigation
for all agricultural farms in the country, and to produce ‘Per Drop More Crop’, thus bringing much
desired rural prosperity. Four components of PMKSY are Accelerated Irrigation Benefits
Programme (AIBP), Har Khet Ko Pani (HKKP), Per Drop More Crop and Watershed
Development. PMKSY not only focuses on creating sources for assured irrigation, but also
creating protective irrigation by harnessing rain water at micro level through ‘Jal Sanchay’ and
‘Jal Sinchan’. PMKSY adopts State level planning and projectised execution that allows States
to

draw up their own irrigation development based on District Irrigation Plans and State Irrigation
Plans.  During 2016-17, ninety-nine (99) on-going Major/Medium irrigation projects under
PMKSY-AIBP, having ultimate irrigation potential of 76.03 lakh hectares and balance estimated
cost of Rs.77,595 cr. (Central Assistance:Rs.31,342.50 cr.) were prioritized in consultation with
States, for completion in phases up to December, 2019 along with their Command Area
Development & Water Management (CADWM) works. Funding arrangement for both the Central
& State share has been approved through NABARD under Long Term Irrigation Fund. 

 

Under AIBP, total Central assistance amounting to Rs. 12224.23 crore has been released for the
99 prioritized projects from 2016-17 to till date. Further Ultimate Irrigation Potential (UIP) of
these projects is 76.03 lakh hectares. Irrigation Potential of 41.39 lakh hectares had been
created upto 03/16. During 2016-20, Additional Irrigation Potential of 21.33 lakh hectares has
been reported to be created through these prioritized projects.  Out of the 99 projects, in respect
of 8 projects, the States have indicated that either the CAD works are already completed or not
envisaged under the present programme. Of the balance 91 projects, 88 projects have been
included while for 3 projects Detailed Project Reports are yet to be submitted by States for
inclusion.  The targeted Culturable Command Area (CCA) of included projects is 45.08 lakh
hectares and estimated central assistance is Rs 8300.00 crore. Total central assistance
amounting to Rs. 2652.912 crore was released under CADWM for the 99 prioritized projects
from 2016-17 to June 2020 with total reported progress of 14.18 lakh hectares CCA developed.
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Surface Minor Irrigation (SMI) scheme and Repair, Renovation and Restoration (RRR) of Water
Bodies are also being implemented under PMKSY-Har Khet Ko Paniprogramme. Under SMI,
total central assistance amounting to Rs. 2487.95 cr has been released from 2016-17 to till date
with total potential achieved 2.32 lakh hectares. Under RRR Scheme, total Central assistance
amounting to Rs. 203.77 cr has been released from 2016-17 to till date with total potential
achieved 0.83 lakh hectares.

 

The Ministry of Agriculture and Farmers Welfare implements Per Drop More Crop (PDMC)
component of PMKSY which focuses on water use efficiency at farm level through
precision/micro irrigation. Besides promoting precision irrigation (Drip and Sprinkler Irrigation
System) and better on-farm water management practices to optimize the use of available water
resources, this component also supports micro level water storage or water
conservation/management activities to supplement Micro Irrigation.

 

Central Assistance released and Area Covered under PDMC during the last three years is
given in the following table:

Year

Released

(Rs. In Crore)

Achievement

(Coverage of Micro Irrigation) (Lakh Hectares)

2017-18

2819.49

10.48

2018-19

2918.38

11.58

2019-20

2700.01

11.72

    Source: DAC&FW, Ministry of Agriculture & Farmers Welfare

   Note: During 2020-21, Rs. 4000.00 cr are allocated for the programme.
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This information was given in a written reply by the Union Minister of Agriculture and Farmers
Welfare Shri Narendra Singh Tomar in Rajya Sabha today.

 

****

 

APS/SG/RC

 

 

 

Annexure-I

State-wise details of net irrigated area from 2013-14 to 2015-16 (latest available)

                                                                                                   (thousand hectares)

STATES/UTs.

2013-14

2014-15

2015-16

ANDHRA PRADESH

3014

2927

2743

ARUNACHAL PRADESH

57

56

56

ASSAM

303
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296

297

BIHAR

2933

2987

2958

CHHATTISGARH

1462

1468

1476

GOA

38

39

39

GUJARAT

4233

4233

4233

HARYANA

2931

2974

2956

HIMACHAL  PRADESH

114

117

120

JAMMU & KASHMIR
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323

325

356

JHARKHAND

217

207

213

KARNATAKA

3556

3589

3243

KERALA

397

414

414

MADHYA PRADESH

9455

9584

9284

MAHARASHTRA

3248

3244

3215

MANIPUR

69

69

73
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MEGHALAYA

68

81

80

MIZORAM

16

16

16

NAGALAND

91

97

104

ODISHA

1245

1259

1230

PUNJAB

4143

4118

4137

RAJASTHAN

7650

7882

7938

SIKKIM

13

12
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16

TAMIL NADU

2679

2726

2833

TELANGANA

2289

1726

1486

TRIPURA

78

79

81

UTTARAKHAND

328

330

330

UTTAR PRADESH

14027

14389

14231

WEST BENGAL

3099

3102

3105

ANDAMAN & NICOBAR ISLANDS

0
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0

0

CHANDIGARH

0

0

0

DADRA & NAGAR HAVELI

4

4

5

DAMAN & DIU

 

 

 

DELHI

22

22

22

LAKSHADWEEP

 

 

 

PUDUCHERRY

13

13

13

ALL INDIA
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68117

68384

67300

     Source: Directorate of Economic and Statistics, Ministry of Agriculture and Farmers’ Welfare

     Note ‘0’ relates to the area below 500 Hectares.

*****

As per the Land Use Statistics, the state wise details of net irrigated area in the country from
2013-14 to 2015-16 (latest available), is at Annexure-I.

 

Programmes pertaining to irrigation of agricultural land are planned, funded, executed and
maintained by the State Governments themselves as per their own resources and priorities. To
supplement their efforts and to encourage sustainable development and efficient management
of water resources, the Central Government provides technical and financial assistance to State
Governments through various schemes and programmes.

 

Pradhan Mantri Krishi Sinchayee Yojana (PMKSY) was launched during 2015-16, by Central
Government with an overarching vision to ensure access to some means of protective irrigation
for all agricultural farms in the country, and to produce ‘Per Drop More Crop’, thus bringing much
desired rural prosperity. Four components of PMKSY are Accelerated Irrigation Benefits
Programme (AIBP), Har Khet Ko Pani (HKKP), Per Drop More Crop and Watershed
Development. PMKSY not only focuses on creating sources for assured irrigation, but also
creating protective irrigation by harnessing rain water at micro level through ‘Jal Sanchay’ and
‘Jal Sinchan’. PMKSY adopts State level planning and projectised execution that allows States
to

draw up their own irrigation development based on District Irrigation Plans and State Irrigation
Plans.  During 2016-17, ninety-nine (99) on-going Major/Medium irrigation projects under
PMKSY-AIBP, having ultimate irrigation potential of 76.03 lakh hectares and balance estimated
cost of Rs.77,595 cr. (Central Assistance:Rs.31,342.50 cr.) were prioritized in consultation with
States, for completion in phases up to December, 2019 along with their Command Area
Development & Water Management (CADWM) works. Funding arrangement for both the Central
& State share has been approved through NABARD under Long Term Irrigation Fund. 

 

Under AIBP, total Central assistance amounting to Rs. 12224.23 crore has been released for the
99 prioritized projects from 2016-17 to till date. Further Ultimate Irrigation Potential (UIP) of
these projects is 76.03 lakh hectares. Irrigation Potential of 41.39 lakh hectares had been
created upto 03/16. During 2016-20, Additional Irrigation Potential of 21.33 lakh hectares has
been reported to be created through these prioritized projects.  Out of the 99 projects, in respect
of 8 projects, the States have indicated that either the CAD works are already completed or not
envisaged under the present programme. Of the balance 91 projects, 88 projects have been
included while for 3 projects Detailed Project Reports are yet to be submitted by States for
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inclusion.  The targeted Culturable Command Area (CCA) of included projects is 45.08 lakh
hectares and estimated central assistance is Rs 8300.00 crore. Total central assistance
amounting to Rs. 2652.912 crore was released under CADWM for the 99 prioritized projects
from 2016-17 to June 2020 with total reported progress of 14.18 lakh hectares CCA developed.

 

Surface Minor Irrigation (SMI) scheme and Repair, Renovation and Restoration (RRR) of Water
Bodies are also being implemented under PMKSY-Har Khet Ko Paniprogramme. Under SMI,
total central assistance amounting to Rs. 2487.95 cr has been released from 2016-17 to till date
with total potential achieved 2.32 lakh hectares. Under RRR Scheme, total Central assistance
amounting to Rs. 203.77 cr has been released from 2016-17 to till date with total potential
achieved 0.83 lakh hectares.

 

The Ministry of Agriculture and Farmers Welfare implements Per Drop More Crop (PDMC)
component of PMKSY which focuses on water use efficiency at farm level through
precision/micro irrigation. Besides promoting precision irrigation (Drip and Sprinkler Irrigation
System) and better on-farm water management practices to optimize the use of available water
resources, this component also supports micro level water storage or water
conservation/management activities to supplement Micro Irrigation.

 

Central Assistance released and Area Covered under PDMC during the last three years is
given in the following table:

Year

Released

(Rs. In Crore)

Achievement

(Coverage of Micro Irrigation) (Lakh Hectares)

2017-18

2819.49

10.48

2018-19

2918.38

11.58

2019-20

2700.01
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11.72

    Source: DAC&FW, Ministry of Agriculture & Farmers Welfare

   Note: During 2020-21, Rs. 4000.00 cr are allocated for the programme.

 

This information was given in a written reply by the Union Minister of Agriculture and Farmers
Welfare Shri Narendra Singh Tomar in Rajya Sabha today.

 

****

 

APS/SG/RC

 

 

 

Annexure-I

State-wise details of net irrigated area from 2013-14 to 2015-16 (latest available)

                                                                                                   (thousand hectares)

STATES/UTs.

2013-14

2014-15

2015-16

ANDHRA PRADESH

3014

2927

2743

ARUNACHAL PRADESH

57

56
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56

ASSAM

303

296

297

BIHAR

2933

2987

2958

CHHATTISGARH

1462

1468

1476

GOA

38

39

39

GUJARAT

4233

4233

4233

HARYANA

2931

2974

2956

HIMACHAL  PRADESH

114
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117

120

JAMMU & KASHMIR

323

325

356

JHARKHAND

217

207

213

KARNATAKA

3556

3589

3243

KERALA

397

414

414

MADHYA PRADESH

9455

9584

9284

MAHARASHTRA

3248

3244

3215

MANIPUR
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69

69

73

MEGHALAYA

68

81

80

MIZORAM

16

16

16

NAGALAND

91

97

104

ODISHA

1245

1259

1230

PUNJAB

4143

4118

4137

RAJASTHAN

7650

7882

7938
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SIKKIM

13

12

16

TAMIL NADU

2679

2726

2833

TELANGANA

2289

1726

1486

TRIPURA

78

79

81

UTTARAKHAND

328

330

330

UTTAR PRADESH

14027

14389

14231

WEST BENGAL

3099

3102
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3105

ANDAMAN & NICOBAR ISLANDS

0

0

0

CHANDIGARH

0

0

0

DADRA & NAGAR HAVELI

4

4

5

DAMAN & DIU

 

 

 

DELHI

22

22

22

LAKSHADWEEP

 

 

 

PUDUCHERRY

13
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13

13

ALL INDIA

68117

68384

67300

     Source: Directorate of Economic and Statistics, Ministry of Agriculture and Farmers’ Welfare

     Note ‘0’ relates to the area below 500 Hectares.

*****
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Source : www.indianexpress.com Date : 2020-09-28

THE FARMER’S FREEDOM TO SELL
Relevant for: Indian Economy | Topic: Transport & Marketing of agricultural produce

The passing of the farm bills in both the Houses of Parliament has sparked a major controversy
in the country. The government claims that it is a historic step taken in the interest of farmers,
giving them the freedom to sell their produce anywhere in the country and to any one they want.
But the opposition parties described the passing of the bills as a “black day” because these
pieces of legislation could destroy the existing system of minimum support price (MSP) and the
APMC markets, leaving farmers at the mercy of big corporations.

Where does the truth lie? Let us dig a little deeper into the economics and politics of it.

The bills — The Farmers Produce Trade and Commerce (Promotion and Facilitation) Bill, 2020
(FPTC); The Farmers (Empowerment and Protection) Agreement on Price Assurance and Farm
Services Bill, 2020 (FAPAFS); and The Essential Commodities (Amendment) Bill, 2020 (ECA)
— have to be seen in totality. Essentially, the FPTC breaks the monopolistic powers of the
APMC markets, while FAPAFS allows contract farming, and ECA removes stocking limits on
traders for a large number of commodities, with some caveats still in place.

The economic rationale of these pieces of legislation is to provide greater choice and freedom to
farmers to sell their produce and to buyers to buy and store, thereby creating competition in
agricultural marketing. This competition is expected to help build more efficient value chains in
agriculture by reducing marketing costs, enabling better price discovery, improving price
realisation for farmers and, at the same time, reducing the price paid by consumers. It will also
encourage private investment in storage, thus reducing wastage and help contain seasonal price
volatility. It is because of these potential benefits that I had compared these pieces of legislation
to the de-licensing of industry in 1991 (‘A 1991 moment for agriculture’, IE, May 18). I had also
suggested that for these legal changes to deliver results, we need to create Farmer Producer
Organisations (FPOs) and invest in marketing infrastructure. In that context, it is good to see that
Prime Minister Narendra Modi has initiated programmes for the creation of 10,000 FPOs and an
Agriculture Infrastructure Fund (AIF) of Rs one lakh crore to handle post-harvest produce,
anchored largely with FPOs. NABARD has been entrusted to implement this along with other
agencies and state governments.

I must caution that sometimes good ideas/laws fail because of bad implementation. Just to cite
an example, late Arun Jaitley had announced a scheme called TOP (tomatoes, onions and
potatoes) to stabilise the prices of these farm products through processing and storage. He also
allocated Rs 500 crore for it. The scheme was entrusted to the Ministry of Food Processing for
implementation. But even after three years of the scheme, not even 5 per cent of the money
promised has been spent. No wonder, the government is back to export bans of onions, fearing
a spike in onion prices. This is contrary to the signal that the government wants to give through
the farm bills that farmers have freedom to sell.

It seems the government has one foot on the accelerator to liberalise agri markets, and the other
foot is on the brake (ban on onion exports). All this dents its credibility. I am saying this to
emphasise that NABARD has a lot of heavy lifting to do, else they will fail the country by not
realising the full potential of these legal changes. NABARD must get its act together, take
professional advice and work with implementing agencies in the private sector, including various
foundations already working with farmers. The pay off will be very high. It will make Indian
agriculture globally competitive, and benefit farmers and consumers alike.

https://indianexpress.com/about/narendra-modi
https://indianexpress.com/about/arun-jaitley
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But then why is there so much opposition? The Congress is leading the charge. But its
manifesto for the 2019 general election said, “Congress will repeal the Agricultural Produce
Market Committee Act and make trade in agricultural produce — including exports and inter-
state trade — free from all restrictions”. And further: “We will establish farmers’ markets with
adequate infrastructure and support in large villages and small towns to enable the farmer to
bring his/her produce and freely market the same” (points 11 and 12 of the manifesto under the
section on ‘Agriculture’). I fail to understand how this is different from what the three bills are
about? I don’t have any political affiliation, but all my professional life has been spent in
analysing agri-policies; I have found how farmers in India have been implicitly taxed through
restrictive trade and marketing policies. This is so much in contrast with China and other OECD
countries that heavily subsidise their agriculture (see graph). So, the freedom to sell is the
beginning towards correcting this massive distortion and that’s why I welcome this move.

But the Opposition has now changed the goal post. It is asking MSP to be made legal, implying
that all private players buying below this price could be jailed. That will spell disaster in the
markets, and private players will shun buying. The government does not have the wherewithal to
buy all the 23 commodities for which MSP is announced. Even for wheat and paddy, it cannot
assure MSP throughout India. The reality, as the 70th round of NSSO on Key Indicators of Situal
Agricultural Households in India shows that only six per cent of farmers gain from MSPs.
Roughly the same percentage of value of agri-produce is sold at MSPs. The rest of the farming
community (94 per cent) faces imperfect markets. It is time to “get agri-markets right”. These
farm bills are steps in that direction.

Some states fear losing revenue from mandi fees and cess. The Centre can promise them some
compensation, for say 3-5 years, subject to reforms in APMC markets. Arhtias are smart. They
can take on new roles of aggregation for the private sector.

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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Source : www.indianexpress.com Date : 2020-09-28

THE MEN BEHIND APMC, MSP AND PROCUREMENT
Relevant for: Indian Economy | Topic: Transport & Marketing of agricultural produce

The institution of ‘mandis’ is as old as markets where wholesale trading in primary produce has
been taking place since time immemorial.

APMCs or Agricultural Produce Market Committees are of more recent vintage and the creation
of Sir Chhotu Ram. In 1939, the legendary farmer leader, as Development Minister in the
provincial government of his Unionist Party, got the Punjab Agricultural Produce Markets Act
passed. It provided for the constitution of “market committees” having two-thirds farmer
representation to oversee the functioning of mandis and curb malpractices by traders. This was
complemented by another law that made the use of false or non-standard weights and scales in
mandis a cognizable offence.

Thus, “mandis” became “APMC mandis”. In course of time, almost all states enacted their own
APMC Acts to regulate mandis and outlaw any wholesale transactions in farm produce outside
these market yards or “notified areas”. At last count, there were over 7,300 APMC mandis, both
principal and sub-market yards, across India.

The origin of MSPs or minimum support prices is even newer. Its progenitor was an American,
Dr Frank W Parker, who was the chief agriculturalist of a USAID (US Agency for International
Development) mission to India and adviser to the Ministry of Food and Agriculture.

In a letter dated February 1959 to the then minister Ajit Prasad Jain, Parker pointed to the
problem of low crop prices faced by farmers during harvest time. It deterred them from investing
in good seeds, fertilisers and other productivity-boosting inputs. “One of the greatest economic
incentives for production is a satisfactory and dependable level of prices,” he wrote, while
recommending that the government “establish minimum or support prices for all major crops at
least one year before harvest”.

But the man to have implemented Parker’s idea was C Subramaniam, who took over as Food
and Agriculture Minister in June 1964. Like Chhotu Ram, a Jat, he too hailed from a peasant
community, of Kongu Vellalar or Gounder, in western Tamil Nadu.

Subramaniam was clear that the adoption of Green Revolution technology — particularly the
planting of the new semi-dwarf high-yielding varieties responsive to fertiliser and water
application — required not only declaring MSPs in advance, but also ensuring farmers were paid
these through effective government procurement.

One of the first things Subramaniam did was seek approval for the policy of an incentive price
for farmers. There was heated debate over the paper he had prepared for the Cabinet. The
opposition came from Finance Minister T T Krishnamachari, who was predictably concerned
over the attendant fiscal and inflationary consequences. Ultimately, Subramaniam’s view
prevailed, thanks to the support received from Prime Minister Lal Bahadur Shastri. For a country
leading a ship-to-mouth existence — cereal imports totalled over 19 million tonnes (mt) in 1965-
66 and 1966-67, both drought years — there was little alternative.

Subramaniam was also instrumental in the founding of two major institutions, both in January
1965. The first was the Agricultural Prices Commission, which was renamed as the Commission
for Agricultural Costs and Prices or CACP in 1985. It was tasked with recommending MSPs
based on a detailed study of cultivation costs. The MSP was fixed for the first time for wheat at
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Rs 54 per quintal in 1966-67 and hiked to Rs 70 and Rs 76 in the following two crop years.

The second one was the Food Corporation of India (FCI). Its role was to organise countrywide
MSP-based procurement operations. In 1968, the FCI procured 6.8 mt of foodgrains, which rose
to 13.3 mt by 1975-76. Much of this was done from APMC mandis during the few months of the
post-harvest glut period when prices usually crashed.

Many harvests have passed since then. Between 1970-71 and 2019-20, the MSPs of wheat and
common paddy have gone up from Rs 76 and Rs 51 per quintal to Rs 1,925 and Rs 1,815,
respectively. In 2019-20, the FCI and state agencies procured a whopping 90.22 mt — 38.99 mt
of wheat and 51.23 mt of milled rice — whose aggregate MSP value was roughly Rs 2,15,000
crore.

The APMC mandis may not have measured up to Chhotu Ram’s expectations; middlemen have
found ways around to continue to keep farmers under their thumbs. But farmers, especially in
Punjab and Haryana, know the value of the institutions that the Jat icon and Subramaniam
bequeathed. They have shown it in the protests against the Narendra Modi government’s
recently enacted laws that ostensibly aim to liberate them from mandi intermediaries. The
APMCs, MSP and FCI are lifelines for them, while the arhatiya isn’t quite an implacable class
enemy.

The one man less remembered today is Frank W Parker. The Punjab Agricultural University
campus at Ludhiana has a 96-room guest house named after him. Parker House more recently
also served as a Covid quarantine facility for students and NRIs returning back home.

 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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CODE DEBATE: THE HINDU EDITORIAL ON NEW
LABOUR CODES

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

Some laws are far too important and have far too much impact on the people to be passed in
haste or without sufficient deliberation. The three codes aimed at consolidating diverse labour
laws and ushering in reforms fall in this category. The codes were passed in both Houses after a
limited debate and in the absence of the Opposition. The Industrial Relations Code, the Social
Security Code and the Occupational Safety, Health and Working Conditions Code, 2020, are an
updated version of the respective Codes of 2019, which were scrutinised by a Standing
Committee. Therefore, there is considerable merit in the argument that the fresh drafts,
introduced a few days before their passage, ought to have been sent back to the panel for an
assessment. It is significant that the most contentious feature — the increase in the threshold for
an establishment to seek government permission before closure, lay-off or retrenchment from
units that employ 100 workers to 300 — was not found in the 2019 draft, but has been
introduced now. This gives establishments greater freedom in their termination and exit
decisions. No one disagrees with the basic objective of amalgamating, simplifying and
rationalising labour laws. However, the very fact that it involves a voluminous body of legislation
should have meant that the final version was widely discussed with the stakeholders, and given
sufficient time and opportunity to give their views.

The root of the idea of consolidated labour codes goes back to the June 2002 report of the
Second National Commission on Labour. The broad vision has been to give an impetus to
economic activity without adversely affecting the interests of workers. Whether this is adequately
reflected in the new provisions will be tested by the experience of administering the Codes. A
positive feature is that the Social Security Code promises the establishment of social security
funds for unorganised workers, as well as gig and platform workers, and also says their welfare
would be addressed by the National Social Security Board. A contentious section allows the
appropriate government to exempt any new factory from all provisions of the Code on
occupational health, safety and working conditions. The threshold for considering any premises
as a factory has also been raised from 10 to 20 workers without the use of power, and from 20
to 40 with power. It is significant that almost all major trade unions are opposing the new codes.
This reflects a genuine fear that expansive powers of exemption have been conferred on the
respective governments and there has been excessive delegation of rule-making powers. The
threshold for lay-offs, as well as for various social security schemes can be raised by executive
order; safety standards can be changed. There is much reason to fear that conferring wide
discretion to the central and State governments may not be conducive to the interests of
workers.
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Start your 14 days free trial. Sign Up
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We have been keeping you up-to-date with information on the developments in India and the
world that have a bearing on our health and wellbeing, our lives and livelihoods, during these
difficult times. To enable wide dissemination of news that is in public interest, we have increased
the number of articles that can be read free, and extended free trial periods. However, we have
a request for those who can afford to subscribe: please do. As we fight disinformation and
misinformation, and keep apace with the happenings, we need to commit greater resources to
news gathering operations. We promise to deliver quality journalism that stays away from vested
interest and political propaganda.

Dear subscriber,

Thank you!

Your support for our journalism is invaluable. It’s a support for truth and fairness in journalism. It
has helped us keep apace with events and happenings.

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

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

Suresh Nambath

Please enter a valid email address.

Subscribe to The Hindu now and get unlimited access.

Already have an account? Sign In

Start your 14 days free trial Sign Up

You can support quality journalism by turning off ad blocker or purchase a subscription for
unlimited access to The Hindu.

Sign up for a 30 day free trial.
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CODE DEBATE: THE HINDU EDITORIAL ON NEW
LABOUR CODES

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

Some laws are far too important and have far too much impact on the people to be passed in
haste or without sufficient deliberation. The three codes aimed at consolidating diverse labour
laws and ushering in reforms fall in this category. The codes were passed in both Houses after a
limited debate and in the absence of the Opposition. The Industrial Relations Code, the Social
Security Code and the Occupational Safety, Health and Working Conditions Code, 2020, are an
updated version of the respective Codes of 2019, which were scrutinised by a Standing
Committee. Therefore, there is considerable merit in the argument that the fresh drafts,
introduced a few days before their passage, ought to have been sent back to the panel for an
assessment. It is significant that the most contentious feature — the increase in the threshold for
an establishment to seek government permission before closure, lay-off or retrenchment from
units that employ 100 workers to 300 — was not found in the 2019 draft, but has been
introduced now. This gives establishments greater freedom in their termination and exit
decisions. No one disagrees with the basic objective of amalgamating, simplifying and
rationalising labour laws. However, the very fact that it involves a voluminous body of legislation
should have meant that the final version was widely discussed with the stakeholders, and given
sufficient time and opportunity to give their views.

The root of the idea of consolidated labour codes goes back to the June 2002 report of the
Second National Commission on Labour. The broad vision has been to give an impetus to
economic activity without adversely affecting the interests of workers. Whether this is adequately
reflected in the new provisions will be tested by the experience of administering the Codes. A
positive feature is that the Social Security Code promises the establishment of social security
funds for unorganised workers, as well as gig and platform workers, and also says their welfare
would be addressed by the National Social Security Board. A contentious section allows the
appropriate government to exempt any new factory from all provisions of the Code on
occupational health, safety and working conditions. The threshold for considering any premises
as a factory has also been raised from 10 to 20 workers without the use of power, and from 20
to 40 with power. It is significant that almost all major trade unions are opposing the new codes.
This reflects a genuine fear that expansive powers of exemption have been conferred on the
respective governments and there has been excessive delegation of rule-making powers. The
threshold for lay-offs, as well as for various social security schemes can be raised by executive
order; safety standards can be changed. There is much reason to fear that conferring wide
discretion to the central and State governments may not be conducive to the interests of
workers.
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We have been keeping you up-to-date with information on the developments in India and the
world that have a bearing on our health and wellbeing, our lives and livelihoods, during these
difficult times. To enable wide dissemination of news that is in public interest, we have increased
the number of articles that can be read free, and extended free trial periods. However, we have
a request for those who can afford to subscribe: please do. As we fight disinformation and
misinformation, and keep apace with the happenings, we need to commit greater resources to
news gathering operations. We promise to deliver quality journalism that stays away from vested
interest and political propaganda.
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Thank you!
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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.
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FACELESS INCOME TAX ASSESSMENT STARTS
TODAY. HOW IT WORKS AND BENEFITS THE
TAXPAYERS

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

Starting from Friday, all the income-tax appeals are set to go faceless. Unveiled by Prime
Minister Narendra Modi in August, the faceless assessment scheme will "honour honest income-
tax payers in the country." The Central Board of Direct Taxes (CBDT) said that now all income
tax appeals, ranging from e-allocation of appeals, to e-communication of notices, e-verification,
e-enquiry and e-hearing will take place online. “There will be no physical interface between the
taxpayers or their counsel/s and the Income Tax Department. The taxpayers can make
submissions from the comfort of their home and save their time and resources," it said.

Under faceless scrutiny assessment, a central computer picks up tax returns for scrutiny based
on risk parameters and mismatch and then allots them randomly to a team of officers. This
allocation is reviewed by officers at another randomly selected location and only if concurred, a
notice is sent by the centralised computer system. All such notices need to be responded to
electronically without the requirement of visiting a tax office or meeting any official.

"The faceless assessment scheme is a milestone initiative that has the potential to remove grey
areas of the tax-administration. Doing away with the discretionary power available to tax
assessing officers was unimaginable until a few days ago," said Ravi S. Raghavan - Tax
Counsel, Majmudar & Partners.

The income tax department has already rolled out pan-India faceless assessment facilities for all
taxpayers from August 13. Over 58,000 cases have already assigned under faceless tax
scheme. The National e-Assessment Center in Delhi will be governing authority for all
communication with taxpayers under the faceless assessment scheme. There will be regional
centres in Mumbai, Kolkata, Hyderabad, Chennai, Pune, Ahmedabad and Bengaluru.

How it will benefit the taxpayers

"The intention behind faceless appeals is certainly noble but the implementation would be the
key to ensure all steps are taken to achieve the desired objective of reducing harassment," said
Indruj Rai, Partner, Khaitan & Co.

"Also, the taxpayer should still have the comfort that he is being fully heard on his point and the
authority is yet approachable, especially in sophisticated cases, which otherwise involve several
hearings and representations to convince the authorities," he added.

“The faceless appeal will provide taxpayers with not only great convenience, but will also ensure
just and fair appeal orders and minimise any further litigation. The new system will also be
instrumental in imparting greater efficiency, transparency and accountability in the functioning of
the Income Tax Department," the tax department said.

Click here to read the Mint ePapermint is now on Telegram. Join mint channel in your Telegram
and stay updated
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FACELESS APPEALS LAUNCHED BY CBDT TODAY-
HONORING THE HONEST

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

The Income Tax Department today launched Faceless Income Tax Appeals. Under Faceless
Appeals, all Income Tax appeals will be finalised in a faceless manner under the faceless
ecosystem with the exception of appeals relating to serious frauds, major tax evasion, sensitive
& search matters, International tax and Black Money Act. Necessary Gazette notification has
also been issued today.

It may be noted that Hon’ble PM on 13th August, 2020 while launching the Faceless
Assessment and Taxpayers’ Charter as part of “Transparent Taxation - Honoring the Honest”
platform, had announced launching of Faceless Appeals on 25th September, 2020 on the birth
anniversary of Pt. Deen Dayal Upadhayay. Also, in recent years the Income Tax Department
has carried out several reforms in Direct Taxes for the simplification of tax processes and for
ease of compliance for the taxpayers.

Under the Faceless Appeals, from now on, in income tax appeals, everything from e-allocation
of appeal, e-communication of notice/ questionnaire, e-verification/e-enquiry to e-hearing and
finally e-communication of the appellate order, the entire process of appeals will be online,
dispensing with the need for any physical interface between the appellant and the Department.
There will be no physical interface between the taxpayers or their counsel/s and the Income Tax
Department. The taxpayers can make submissions from the comfort of their home and save
their time and resources.

The Faceless Appeals system will include allocation of cases through Data Analytics and AI
under the dynamic jurisdiction with central issuance of notices which would be having Document
Identification Number (DIN). As part of dynamic jurisdiction, the draft appellate order will be
prepared in one city and will be reviewed in some other city resulting in an objective, fair and just
order. The Faceless Appeal will provide not only great convenience to the taxpayers but will also
ensure just and fair appeal orders and minimise any further litigation. The new system will also
be instrumental in imparting greater efficiency, transparency and accountability in the functioning
of the Income Tax Department.

As per data with CBDT, as on date there is a pendency of almost 4.6 lakh appeals at the level of
the Commissioner (Appeals) in the Department. Out of this, about 4.05 lakh appeals, i.e., about
88 % of the total appeals will be handled under the Faceless Appeal mechanism and almost
85% of the present strength of Commissioners (Appeals) shall be utilised for disposing off the
cases under the Faceless Appeal mechanism.

****

RM/KMN

The Income Tax Department today launched Faceless Income Tax Appeals. Under Faceless
Appeals, all Income Tax appeals will be finalised in a faceless manner under the faceless
ecosystem with the exception of appeals relating to serious frauds, major tax evasion, sensitive
& search matters, International tax and Black Money Act. Necessary Gazette notification has
also been issued today.
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It may be noted that Hon’ble PM on 13th August, 2020 while launching the Faceless
Assessment and Taxpayers’ Charter as part of “Transparent Taxation - Honoring the Honest”
platform, had announced launching of Faceless Appeals on 25th September, 2020 on the birth
anniversary of Pt. Deen Dayal Upadhayay. Also, in recent years the Income Tax Department
has carried out several reforms in Direct Taxes for the simplification of tax processes and for
ease of compliance for the taxpayers.

Under the Faceless Appeals, from now on, in income tax appeals, everything from e-allocation
of appeal, e-communication of notice/ questionnaire, e-verification/e-enquiry to e-hearing and
finally e-communication of the appellate order, the entire process of appeals will be online,
dispensing with the need for any physical interface between the appellant and the Department.
There will be no physical interface between the taxpayers or their counsel/s and the Income Tax
Department. The taxpayers can make submissions from the comfort of their home and save
their time and resources.

The Faceless Appeals system will include allocation of cases through Data Analytics and AI
under the dynamic jurisdiction with central issuance of notices which would be having Document
Identification Number (DIN). As part of dynamic jurisdiction, the draft appellate order will be
prepared in one city and will be reviewed in some other city resulting in an objective, fair and just
order. The Faceless Appeal will provide not only great convenience to the taxpayers but will also
ensure just and fair appeal orders and minimise any further litigation. The new system will also
be instrumental in imparting greater efficiency, transparency and accountability in the functioning
of the Income Tax Department.

As per data with CBDT, as on date there is a pendency of almost 4.6 lakh appeals at the level of
the Commissioner (Appeals) in the Department. Out of this, about 4.05 lakh appeals, i.e., about
88 % of the total appeals will be handled under the Faceless Appeal mechanism and almost
85% of the present strength of Commissioners (Appeals) shall be utilised for disposing off the
cases under the Faceless Appeal mechanism.

****
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WILL THE FARM BILLS BENEFIT FARMERS?
Relevant for: Indian Economy | Topic: Transport & Marketing of agricultural produce

Labourers sort onions at Azadpur Mandi, a major market of the Agriculture Produce Marketing
Committee, in New Delhi. File   | Photo Credit: PTI

Three farm bills — the Essential Commodities (Amendment) Bill, the Farmers’ Produce Trade
and Commerce (Promotion and Facilitation) Bill (commonly referred to as the APMC Bypass
Bill), and the Farmers (Empowerment and Protection) Agreement on Price Assurance and Farm
Services Bill — were cleared by Parliament amid protests from the Opposition. Sudha
Narayanan (Associate Professor at the Indira Gandhi Institute of Development Research) and
Arindam Banerjee (Associate Professor at the School of Liberal Studies at Ambedkar University)
discuss the implications of the controversial Bills in a conversation moderated by Vikas Dhoot.
Edited excerpts:

Sudha Narayanan: Sometimes we say, ‘Be careful what you wish for, you may actually get it’.
These Bills represent fairly important changes in marketing regulation and are what many were
asking for because of the flaws in the APMC [Agricultural Produce Market Committee] system.
But at the same time, they are worrying for two reasons. The first is in what they say. The Bills
have lacunae: lack of regulation, regulatory oversight and reporting. They’re somewhat non-
transparent. The second is what they do not say. You can’t have marketing Bills that are devoid
of the larger context of State intervention in agriculture, and agricultural policy.

Will the farm bills give farmers a choice? | The Hindu Parley podcast

Sudha Narayanan: The APMC bypass Bill is the most controversial. This Bill actually assumes
that private players don’t exist today and the APMC is a monopoly. That is a flawed assumption.
Private players actually look to the APMC for a reference price to conduct their own
transactions.

Now you’re trying to create an alternative that’s outside the APMC, which is on advantageous
terms where you don’t have to pay mandi fees or taxes. This could result in two perverse
consequences. One is that the APMC continues to set the reference price. That makes no sense
because if your private players are still looking to the APMC for a reference price, then your idea
of getting rid of the inefficient APMC doesn’t hold. Large-scale trade outside the mandi is bound
to happen because new players will prefer to trade outside the mandi because they don’t have
to pay charges. APMC traders too might now prefer to operate outside the mandi for the same
reason. So, if the APMC system collapses, then this Bill hasn’t envisioned any alternative for a
large market that can actually set price signals. So, instead of unifying the national market, you
could actually have little bargaining islands where people are just setting prices. This might
undermine farmer interests. And in that new trade area, there is no regulation, no data,
transactions are invisible. In the current APMC system, even with its flaws, at least there is some
recording and grievance redressal. The current Bill leaves too much to the benevolence of
private players to give fair terms to the farmers.

Also read | Read farm Bills before stoking fears that farmers will suffer: Jal Shakti Minister tells
Opposition

Arindam Banerjee: Private trade in agricultural commodities is not something new in India. At
the same time, the justification for these Bills at this point of time is primarily, I think, to facilitate
bigger private players into the farm sector. There are several reasons for that. The government’s
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justification is hinged on farmers getting better prices for their produce because they are going to
get greater choices. Now, the farmers, at least the big farmers, and net surplus producers don’t
seem convinced. The reason is that market prices or farmers’ incomes are not simply dependent
on the market structure. Farmers’ organisations are concerned that other demands are being
ignored, particularly during this difficult economic situation. Market prices are sluggish because
demand is sluggish. Farmers’ incomes are actually seeing a period of stagnation. The other
concern for farmers has been growing input costs. Farmers have been squeezed between rising
costs of cultivation and sluggish prices. These concerns need interventions from the government
in the form of subsidies or procurement. There is MSP [Minimum Support Price] and
procurement but one major concern is that certain policy documents were presented before the
government earlier, which talked about replacing the Food Corporation of India (FCI) and PDS
with cash transfers.

What might happen as a result of the facilitation of big players into the farm sector is that some
farmers will get better choices and big farmers will actually start selling to the private players.
There is a possibility that the importance of the APMC and the procurement system will actually
wither away over time. And that concerns everybody.

Also read | Congress made the same promises: Narendra Singh Tomar on farm bills

Sudha Narayanan: Internationally, we’ve seen cartels. The French dairy producers and the
dairy farmers’ co-operatives in the U.S. have become huge players. A lot of buyer cartels fix the
price, and that’s one of the reasons the EU and the U.S. are taking a hard look at their own
supply chains to reduce the power of consolidation.

In India, it’s going to be less predictable, because big players themselves want to minimise
costs. The traditional marketing channels are very resilient… if the farmer goes to a trader, it is
for multiple reasons, not just the sale of crop. The trader extends credit, has a deeper
relationship of trust and he will take all kinds of quality. The farmer runs a lot of risks dealing with
the big players. It’s not a given that the big players will come in, set up shop and crowd out other
players. But if they manage to get a place, there are two ways in which I have seen them
operate. One is to try to crowd out competition and the other is to co-opt them. Big businesses
are well positioned to interact with a lot of farmers because they have the field staff. But
eventually, many of them end up co-opting farmer cooperatives or anybody who’s able to
aggregate produce for them. So, though we keep saying that these Bills will facilitate direct
transactions with farmers, what we are seeing is not dis-intermediation, but re-intermediation.
Companies will find that it’s too expensive to work with a large number of farmers and look for
intermediaries who will aggregate produce for them.

Also read | In Punjab, farmers hold ‘rail roko’ against farm Bills

Arindam Banerjee: If you look at the global experience, corporate food markets are all about
monopolies or duopolies. So, we can expect that to happen. But what I’m more concerned about
is this: private trade in agricultural commodities has existed for several years in India, so what is
the new usefulness from the perspective of big capital? Pepsi has been in the potato value chain
and there are several other examples of contract farming. I think the new thrust area is the grain
trade in India and that is where procurement by the government happens. I think global
corporates are eyeing the grain market. With more than 90 million tonnes of foodgrain in our
stocks, it is clear that there is a massive market to play around with, only if there is a relative
shift of weight from government regulation to private players. Even with the pandemic measures,
the stocks have not reduced. The pandemic has caused massive disruption of jobs globally.
Consequently, it has caused a massive disruption for capital and profits as well. Agricultural
goods have suffered less because these are necessary items in consumption baskets. There is

https://www.thehindu.com/news/national/cong-made-the-same-promises/article32688071.ece
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less chance of revival of demand of industrial goods and services to pre-pandemic levels in the
near future. This is why big capital is trying to move into the agricultural commodity trade on a
bigger scale, so that it can recover some of its lost profits.

Comment | It’s a no green signal from the farm world

Sudha Narayanan: What you said is important. Look at what happened after these ordinances
were passed. We had the ban on export of onions. So the farmers are not getting a signal that
these Bills are, in fact, farmer-centric. There’s nothing in the Bills that says what the
procurement policy is going to be. In general, when you want to protect the interests of the
consumers, while not undermining the interests of the farmers, you have an array of policies that
work together. You can’t say, I’m not going to use the Essential Commodities Act and then try to
influence consumer prices by a policy that hurts farmers.

Explainer | Why are the Agriculture Bills being opposed

Arindam Banerjee: The FCI was formed in 1965 as a response to a significant food shortage in
the country. From that point, we have made progress in food production. In the early 1990s, we
were not facing food shortages. That did not mean that the problem of hunger was addressed. It
continues to persist because there is mal-distribution of foodgrain. And that is happening in spite
of the PDS. One has to recognise that we have a different political-economic regime than the
time the FCI was set up. Post-liberalisation, private players and capital have a much greater role
to play in the economy, which is fine. But then you also need regulations for those players. So, if
today there is a perceived concern about the government public procurement system, then it’s a
valid demand to include a clause regarding procurement, or maybe just bring in another law that
would quell a lot of fears.

Also read | Why is govt. ‘running away’ from giving legal responsibility for MSP, asks Congress

Sudha Narayanan: Given that these Bills are quite problematic, I wouldn’t want an MSP clause
to be introduced into them. If these Bills are flawed, we have to think of ways of fixing them. And
I think the MSP question is larger, more complex, and deserves a very serious consultative
process, and its own dedicated Act. Now the two may not be compatible. Because you can’t say
I want to get private players but insist what price they deal with. That’s going to be self-defeating
both for the MSP as well as for private participation. The reason MSP has to be a separate
question is because farmers from Punjab may disagree with farmers from Bihar. So, how are
you going to enforce the MSP? There have been interesting suggestions there. One suggestion
was, if the APMCs were functioning as they would under the old regime, then you would ensure
that all bidding starts at the MSP, which ensures that the MSP starts as a floor price. We’ve lost
that opportunity now because now if you say APMC has a MSP, but outside it, you can do
whatever you want, then it makes no sense any more.

If we keep an MSP that actually forces the government to procure way more than it needs (like
China did a decade ago and could not distribute it within the country or export it), then unless
you have a very well-planned distribution system, does it make economic sense for the
government? Who is going to take responsibility, and how is it going to be geographically
distributed and across crops? So, even if you were to go for an MSP legislation, there needs to
be serious discussion on all these different aspects.

Also read | Government should bring in another Bill or amend current one, says RSS-affiliate
SJM

Arindam Banerjee: There cannot be minor tweaks; major corrections need to be done. The
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consultative process that was missing within our federal democratic structure... at least some
amount of that needs to be done. I may sound like an alarmist, but on the face of it, if these Bills
undermine the grain procurement system, there could be Balkanisation of the country. It’s not
simply a matter of farmers anymore, it’s a much deeper concern.

Arindam Banerjee is Associate Professor at the School of Liberal Studies at Ambedkar
University; Sudha Narayanan is Associate Professor at the Indira Gandhi Institute of
Development Research
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