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EBAY SAYS OPEN TO ACCEPTING TO
CRYPTOCURRENCIES IN FUTURE, EXPLORING NFTS

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

EBay says open to accepting to cryptocurrencies in future, exploring NFTs .   | Photo Credit:
Reuters

(Subscribe to our Today's Cache newsletter for a quick snapshot of top 5 tech stories. Click here
to subscribe for free.)

EBay Inc is open to the possibility of accepting crytpocurrency as a form of payment in the future
and is looking at ways to get non-fungible tokens(NFTs) on its platform, the company said on
Monday.

A growing number of companies have begun to accept virtual currencies as a form of payment,
taking an asset class that had been shunned by major financial institutions a few years ago, a
step closer to becoming mainstream.

Tesla Inc is already accepting bitcoin as payment for its electric cars, while payments giant
PayPal last year started allowing customers to buy, sell and hold cyrptocurrencies using its
online wallets.

"We are always looking at the most relevant forms of payment and will continue to assess that
going forward. We have no immediate plans, but it (cryotocurrency) is something we are keeping
an eye on," eBay said in a statement to Reuters.

In an interview with CNBC, Chief Executive Officer Jamie Lannone said that accepting virtual
currency was an option the company was looking at.

EBay, which disappointed investors with a weak second-quarter profit forecast last week, said it
was looking at a "number of ways" to get into the NFT space.

NFTs, a type of digital asset that exists on a blockchain, have exploded in popularity this year,
with NFT artworks selling for millions of dollars and musicians such as the Kings of Leonrock
group embracing them for their latest album.

"We're exploring opportunities on how we can enable it(NFTs) on eBay in an easy way,"
Lannone said on CNBC.

"Everything that's collectible has been on eBay for decades and will continue to be for the next
few decades."

Please enter a valid email address.

Data from research firm IDC showed Apple's shipments surged 22% to a record 90.1 million
phones in the quarter, giving it global market share of 23.4%.

A contest among Wyoming schoolchildren will decide the new supercomputer's name.

https://www.thehindu.com/profile/photographers/Reuters/
https://www.thehindu.com/newsletter-subscription/article31890941.ece
https://www.thehindu.com/business/Industry/tesla-can-now-be-bought-for-bitcoin-elon-musk-says/article34151668.ece
https://www.thehindu.com/sci-tech/technology/interview-anand-venkateswaran-vignesh-sundaresan-metakovan-twobadour-nft-beeple-christies/article34318045.ece
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WORKERS’ INCOME FELL BY 17%, SAYS REPORT
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

The COVID-19 pandemic has substantially increased informality in employment, leading to a
decline in earnings for the majority of workers, and consequent increase in poverty in the
country, according to ‘State of Working India 2021: One Year of Covid-19’, a report brought out
annually by Azim Premji University’s Centre for Sustainable Employment, Bengaluru.

This year’s report, which covers the period March 2020 to December 2020, dwells on the impact
of one year of COVID-19 on employment, incomes, inequality and poverty.

100 million jobs

Regarding employment, the report notes that 100 million jobs were lost nationwide during the
April-May 2020 lockdown. Though most of these workers had found employment by June 2020,
about 15 million remained out of work. As for income, “for an average household of four
members, the monthly per capita income in Oct 2020 (Rs. 4,979) was still below its level in Jan
2020 (Rs. 5,989),” the report noted.

The study found that post-lockdown, nearly half of salaried workers had moved into informal
work, either as self-employed (30%), casual wage (10%) or informal salaried (9%). The fallback
option varied by caste and religion. “General category workers and Hindus were more likely to
move into self-employment while marginalised caste workers and Muslims moved into daily
wage work,” noted the report.

Education, health and professional services saw the highest exodus of workers into other
sectors, with agriculture, construction and petty trade emerging as the top fallback options.

Due to the employment and income losses, the labour share of the GDP fell by 5 percentage
points, from 32.5% in the second quarter of 2019-20 to 27% in the second quarter of 2020-21.
“Of the decline in income, 90% was due to reduction in earnings, while 10% was due to loss of
employment. This means that even though most workers were able to go back to work, they had
to settle for lower earnings,” observed the report. Monthly earnings of workers fell on an average
by 17% during the pandemic, with self-employed and informal salaried workers facing the
highest loss of earnings.

While the poorest 20% of households lost their entire incomes in April-May 2020, “the richer
households suffered losses of less than a quarter of their pre-pandemic incomes.” During the
period from March to October 2020, an average household in the bottom 10% lost Rs. 15,700,
or just over two months’ income.

Significantly, the study has found a clear correlation between job losses and the COVID-19 case
load, with States showing higher case load, such as Uttar Pradesh, Maharashtra, Tamil Nadu,
Kerala, and Delhi, “contributing disproportionately to the job losses”.

Women and younger workers were more affected by the pandemic-related measures. During
the lockdown and in the post-lockdown months, 61% of working men remained employed while
7% lost their job and did not return to work. But in the case of women, only 19% remained
employed while 47% suffered a permanent job loss, “not returning to work even by the end of
2020”.
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With 230 million falling below the national minimum wage threshold of Rs. 375 per day during
the pandemic, poverty rate has “increased by 15 percentage points in rural and nearly 20
percentage points in urban areas,” the report said. Households coped with the loss of income by
decreasing their food intake, selling assets and borrowing informally from friends, relatives and
money-lenders. The report notes that 20% of those surveyed said that their food intake had not
improved even six months after the lockdown.

These findings are a serious cause for concern in the absence of an inclusive social welfare
architecture. Among other ameliorative policy measures, the report calls for extending free
rations under the Public Distribution System till the end of 2021, expansion of MGNREGA
entitlement to 150 days, and a “Covid hardship allowance” for the 2.5 million Anganwadi and
ASHA workers.
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THE FIG LEAF OF PATENT PROTECTION HAS TO
DROP

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

The decision of the President of the United States, Joe Biden, to support the India-South Africa
proposal, seeking a waiver of patent protection for technologies needed to combat and contain
COVID-19, comes as a shot in the arm for global health. The proposal that was placed before
the World Trade Organisation (WTO) had been facing resistance from several high income
countries including the U.S. administration. A change in the American position supporting a
temporary waiver could act as a catalyst for building consensus in favour of that proposal when
it comes up for fresh consideration at the WTO in June. However, the path ahead is not clear.
While France and Russia have declared support, Germany has voiced its opposition.

Response to the proposal was divided during earlier debates at the WTO. While many low and
middle income countries supported it, resistance came from the U.S., the United Kingdom, the
European Union, Switzerland, Australia and Japan. A strange addition to this group was
Norway, which usually supports initiatives that promote global health equity. On this occasion, it
chose to shield patent rights. Since the WTO operates on consensus rather than by voting, the
proposal did not advance despite drawing support of over 60 countries.

Explained | What the easing of IP norms on Covid vaccines means for India

Predictably, the pharmaceutical industry fiercely opposed it and vigorously lobbied many
governments. Right-wing political groups in the high income countries sided with the industry.
Microsoft co-founder and billionaire Bill Gates was strident in his opposition to patent waivers for
vaccines, justifiably drawing ire from the public health community for a stance that was at great
variance from his projected image as a messiah of global health. It appeared that patent rights
would be doggedly defended even in the face of a devastating pandemic.

Many specious reasons were offered for such a defence. It was argued that the capacity for
producing vaccines of assured quality and safety was limited to some laboratories and that it
would be hazardous to permit manufacturers in low and middle income countries to play with
technologies they cannot handle. This smacks of hypocrisy when pharmaceutical manufacturers
have no reservations about contracting industries in those countries to manufacture their patent-
protected vaccines for the global market. The low labour costs in those countries are obviously
so attractive that confidence in the quality and the safety of their products is high, so long as
patents and profits are protected.

This amazing duplicity has been seen for years when multinational firms have subcontracted
manufacture of patented products to industries with low production costs in developing
countries. This has been true of pharmaceutical products, as it has been of branded consumer
products and luxury goods. This fig leaf has to drop, at least in a pandemic.

Is the government committed to vaccine equity?

The counter to patent waiver is an offer to license manufacturers in developing countries, while
retaining patent rights. This restricts the opportunity for production to a chosen few. The terms of
those agreements are opaque and offer no assurance of equity in access to the products at
affordable prices, either to the country of manufacture or to other developing countries.

https://www.thehindu.com/news/international/us-to-support-intellectual-property-waiver-for-covid-19-vaccines/article34494164.ece
https://www.thehindu.com/news/national/india-south-africa-ask-wto-to-ease-ip-rules-for-covid-19/article32759681.ece
https://www.thehindu.com/news/national/india-south-africa-ask-wto-to-ease-ip-rules-for-covid-19/article32759681.ece
https://www.thehindu.com/news/international/biden-urged-not-to-accept-india-south-africas-proposal-at-wto-on-covid-19-vaccine/article34005060.ece
https://www.thehindu.com/news/international/wto-mulling-intellectual-property-waivers-for-vaccines/article34487989.ece
https://www.thehindu.com/news/international/coronavirus-frances-macron-endorses-sharing-of-vaccine-tech/article34498635.ece
https://www.thehindu.com/news/international/coronavirus-putin-supports-russia-waiving-patents-on-its-vaccine/article34499077.ece
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It was also stated that developing countries could be supplied vaccines through the COVAX
facility, set up by several international agencies and donors. While well intended, it has fallen far
short of promised delivery. Some U.S. States have received more vaccines than the entire Africa
has from COVAX. The trickle down theory does not work well in the global vaccine supply, just
like its dubious application in economics.

Critics of a patent waiver say there is no evidence that extra capacity exists for producing
vaccines outside of firms undertaking them now. Even before the change in the U.S.’s position,
manufacturers from many countries expressed their readiness and avidly sought opportunities to
produce the approved vaccines. They included industries in Canada and South Korea,
suggesting that capable manufacturers in high income countries too are ready to avail of patent
waivers but are not being allowed to enter a restricted circle. The World Health Organization’s
mRNA vaccine technology transfer hub has already drawn interest from over 50 firms.

A patently wrong regime

Instead of arguing that capacity is limited, should not high income countries and other donors be
supporting the growth of more capacity to meet the current and likely future pandemics? They
should learn from the manner in which India built up capacity and gained a reputation as a
respected global pharmacy by moving from product patenting to process patenting between
1970 and 2005.

Patent waivers are also dismissed as useless on the grounds that the time taken for their
utilisation by new firms will be too long to help combat the present pandemic. Who can set the
end date for this pandemic, when many countries have low vaccination rates and variants are
gleefully emerging from unprotected populations? If the world boasts of the speed with which
previously little known companies produced vaccines in record time in 2020, why not support
others to develop that capacity through technology transfer? Efficacy and safety of their products
can be assessed by credible regulatory agencies and the World Health Organization. Patent
waivers will benefit by increasing access not just to vaccines but also to essential drugs and
diagnostics. Surely, that will not take much time.

An argument put forth by multinational pharmaceutical firms is that a breach in the patent
barricade will allow China to steal their technologies, now and in the future. The original genomic
sequence was openly shared by China, which gave these firms a head start in developing
vaccines. Much of the foundational science that built the path for vaccine production came from
public-funded universities and research institutes. Further, what use is it to hold on to patents
when global health and the global economy are devastated? Who will buy their precious
products then?

Also read | China offers vaccines to South Asia, says ‘ready to support’ India

The perennial argument, offered for defending patent protection, is that innovation and
investment by industry need to be financially rewarded to incentivise them to develop new
products. Even if compulsory licences are issued bypassing patent restrictions, royalties are
paid to the original innovators and patent holders. They will continue to gain revenue, though not
super profits. Pfizer’s vaccine generated $3.5 billion in revenue in the first quarter of 2021, while
mostly reaching the arms of the world’s rich. It expects $15 billion sales this year. Moderna says
it expects sales of $18.4 billion in 2021. The incentive to protect profits is very strong indeed.

The World Trade Organization resolves debates by consensus and not by voting. The process
may drag on, despite U.S. intervention. If Mr. Biden succeeds in driving consensus to provide a
global thrust to combat a global threat, he will match Franklin D. Roosevelt’s leadership in the

https://www.thehindu.com/news/international/china-offers-vaccines-to-south-asia-says-ready-to-support-india/article34423395.ece


Page 8

cr
ac

kIA
S.co

m

Second World War. He does not have such an alliance in place now.

So, developing countries must take heart from his gesture and start issuing compulsory licences.
The Doha declaration on TRIPS flexibilities permits their use in a public health emergency.
National governments must be trusted to promote credible companies and not permit fly-by-night
operators. High-income countries and multilateral agencies should provide financial and
technical support to enable expansion of global production capacity. That will reflect both
ennobling altruism and enlightened self-interest.

Prof. K. Srinath Reddy, a cardiologist and epidemiologist, is President, Public Health Foundation
of India (PHFI). The views expressed are personal

Please enter a valid email address.
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HORTICULTURE SECTOR CAN PLAY AN IMPORTANT
ROLE IN DOUBLING FARMERS' INCOME

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

Keeping in view the huge potential and role of the horticulture sector in increasing farmer’s
income, the Government of India has allocated Rs. 2250 Crore for development of horticulture
sector during 2021-22.

To further promote and for holistic growth of the horticulture sector in the country, the Ministry of
Agriculture and Farmers Welfare has provided an enhanced allocation of Rs. 2250 Crore for the
year 2021-22 for ‘Mission for Integrated Development of Horticulture’ (MIDH), a centrally
sponsored scheme. The Ministry is implementing MIDH with effect from 2014-15, for realizing
the potential of the horticulture sector covering fruits, vegetables, root and tuber crops,
mushrooms, spices, flowers, aromatic plants, coconut, cashew and cocoa. The allocation is
significantly higher than the previous year allocation. This allocation has been communicated to
the States/UTs for preparing Annual Action Plans.

Government intervention in the horticulture sector has led to the situation wherein horticulture
production has surpassed the agriculture production in the country. During the year 2019-20, the
country recorded its highest ever horticulture production of 320.77 million tonnes from an area of
25.66 million hectares. As per the 1st Advance Estimates for 2020-21 the total horticulture
production in the country is 326.58 lakh MT from an area of 27.17 lakh ha.

MIDH has played a significant role in increasing the area under horticulture crops. Area and
production during the years 2014 – 15 to 2019 – 20 has increased by 9% and 14% respectively.
Moreover, the mission has boosted best practices to be followed in farms which have
significantly improved the quality of produce and productivity of farmland. The initiative of MIDH
has not only resulted in India’s self-sufficiency in the horticulture sector but also contributed
towards achieving sustainable development goals of zero hunger, good health and wellbeing, no
poverty, gender equality etc.

However, the sector is still facing a lot of challenges in terms of high post-harvest loss and gaps
in post-harvest management and supply chain infrastructure. There is tremendous scope for
enhancing the productivity of Indian horticulture which is imperative to cater to the country’s
estimated demand of 650 Million MT of fruits and vegetables by the year 2050.  Some of the
new initiatives like focus on planting material production, cluster development programme, credit
push through Agri Infra Fund, formation and promotion of FPOs are the right steps in this
direction.

*****

APS/JK
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sponsored scheme. The Ministry is implementing MIDH with effect from 2014-15, for realizing
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THE INSOLVENCY AND BANKRUPTCY CODE
(AMENDMENT) ORDINANCE, 2021

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

The Insolvency and Bankruptcy Code (Amendment) Ordinance, 2021 was promulgated on
April 4, 2021.  It amends the Insolvency and Bankruptcy Code, 2016.  Insolvency is a
situation where individuals or companies are unable to repay their outstanding debt.  
 

●

The Code provides a time-bound process for resolving the insolvency of corporate debtors
(within 330 days) called the corporate insolvency resolution process (CIRP).  The debtor
himself or its creditors may apply for initiation of CIRP in the event of a default of at least
one lakh rupees.  Under CIRP, a committee of creditors is constituted to decide regarding
the insolvency resolution.  The committee may consider a resolution plan which typically
provides for the payoff of debt by merger, acquisition, or restructuring of the company.  If a
resolution plan is not approved by the committee of creditors within the specified time, the
company is liquidated.   During CIRP, the affairs of the company are managed by the
resolution professional (RP), who is appointed to conduct CIRP.
 

●

Pre-packaged insolvency resolution: The Ordinance introduces an alternate insolvency
resolution process for micro, small, and medium enterprises (MSMEs), called the pre-
packaged insolvency resolution process (PIRP).  Unlike CIRP, PIRP may be initiated only
by debtors.  The debtor should have a base resolution plan in place.  During PIRP, the
management of the company will remain with the debtor.
 

●

Minimum default amount: Application for initiating PIRP may be filed in the event of a
default of at least one lakh rupees.  The central government may increase the threshold of
minimum default up to one crore rupees through a notification.
 

●

Debtors eligible for PIRP: PIRP may be initiated in the event of a default by a corporate
debtor classified as an MSME under the MSME Development Act, 2006.  Currently, under
the 2006 Act, an enterprise with an annual turnover of up to Rs 250 crore, and investment in
plant and machinery or equipment up to Rs 50 crore, is classified as an MSME.  For
initiating PIRP, the corporate debtor himself is required to apply to the adjudicating authority
(National Company Law Tribunal).  The authority must approve or reject the application for
PIRP within 14 days of its receipt.
 

●

Approval of financial creditors: For applying for PIRP, the debtor needs to obtain
approval of at least 66% of its financial creditors (in value of debt due to creditors) who are
not related parties of the debtor.  Before seeking approval, the debtor must provide creditors
with a base resolution plan.   The debtor must also propose the name of the RP along with
the application for PIRP.  The proposed RP must be approved by at least 66% of the
financial creditors.
 

●

Proceedings under PIRP: The debtor will submit the base resolution plan to the RP within
two days of the commencement of the PIRP.  A committee of creditors will be constituted
within seven days of the PIRP commencement date, which will consider the base resolution

●



Page 12

cr
ac

kIA
S.co

m

plan.   The committee may provide the debtor with an opportunity to revise the plan.  The
RP may also invite resolution plans from other persons.  Alternative resolution plans may
be invited if the base plan: (i) is not approved by the committee, or (ii) is unable to pay the
debt of operational creditors (claims related to the provision of goods and services).
 
A resolution plan must be approved by the committee by a vote of at least 66% of the voting
shares.  A resolution plan must be approved by the committee within 90 days from the
commencement date of PIRP.  The resolution plan approved by the committee will be
examined by the adjudicating authority.  If no resolution plan is approved by the committee,
the RP may apply for termination of PIRP.  The authority must either approve the plan or
order termination of PIRP within 30 days of receipt.  Termination of PIRP will result in the
liquidation of the corporate debtor.  
 

●

Moratorium: During PIRP, the debtor will be provided with a moratorium under which
certain actions against the debtor will be prohibited.  These include filing or continuation of
suits, execution of court orders, or recovery of property.
 

●

Management of debtor during PIRP: During the PIRP, the board of directors or partners of
the debtor will continue to manage the affairs of the debtor.  However, the management of
the debtor may be vested with the RP if there has been fraudulent conduct or gross
mismanagement.
 

●

Initiation of CIRP:  At any time from the PIRP commencement date but before the approval
of the resolution plan, the committee of creditors may decide to terminate PIRP and instead
initiate CIRP in respect of the debtor (by a vote of at least 66% of the voting shares).  

●

 

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.thehindu.com Date : 2021-05-12

MFI SECTOR URGES RBI BACKING FOR EMERGENCY
CREDIT SUPPORT

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

Reeling under the impact of the second wave of the pandemic, the microfinance sector has
reached out to the Reserve Bank of India (RBI) for support, including an emergency credit line
and creating awareness among State governments on ill-effects of loan waivers.

In a letter to the RBI, Sa-Dhan, representing the sector, has sought emergency credit of up to
25% of their outstandings with the lending banks to enable micro-finance institutions (MFIs) to
mobilise Rs. 15,000 crore.

It also sought a special liquidity facility of at least Rs. 15,000 crore through NABARD and SIDBI.
“At least 40% of funds under this may be earmarked for MFIs with portfolio below Rs. 500 crore.”

It also recommended the introduction of a partial Credit Guarantee Scheme 3.0 as it may help
boost confidence of banks in the ‘present uncertain times’ to lend to the microfinance sector,
especially small and mid-size MFIs with relatively lower credit ratings.

The RBI should emphasise to the Union and State governments the role of the sector in financial
inclusion and highlight the need to categorise it under ‘essential services’ without imposing curbs
on operations that affect clients as well as MFIs.

“RBI may reiterate to State governments the ill- effects of loan waiver announcements and its
implications on credit discipline and flow of funds to the marginalised sections,” it added.

Other recommendations include assessment of MFI cash flow by banks and developmental
finance institutions and providing them moratorium or restructuring support for 6-12 months .

The RBI must highlight the need to categorise the sector under essential services
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Source : www.thehindu.com Date : 2021-05-18

PRIORITISING THE RIGHT TO LIFE
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable

Development

The majority of India’s working population is today reeling from the impact of multiple crises: a
health emergency more ferocious than any in independent India; massive job losses and
dramatic declines in incomes from work; and significantly increased mass hunger and worsening
nutrition.

The Supreme Court on May 13 directed the Centre and the State governments of Punjab,
Haryana and Uttar Pradesh to provide free rations without insisting on ID proof to all migrant
workers and to run kitchens providing free meals twice a day. The verdict was significant as this
was the first time since the national lockdown last March that the apex court acknowledged a
hunger crisis in the country that needed urgent state action. But it fell short of being path-
breaking for three reasons: it did not extend the facility to the country as a whole; it did not
extend the facility to cover cash payments by the state besides meals and ration; and it made
the facility a state largesse rather than a right. Had it recognised a universal right to livelihood as
the basis for its verdict, deriving from the right to life, all three lacunae would have been
overcome.

The most brazen violation of the right to life by the state at present is its vaccine policy. Being
vaccinated against COVID-19 is essential for defending one’s right to life; and since the state
must respect everyone’s right to life, it must make the vaccine equally available to all
irrespective of the recipient’s capacity to pay. This can be accomplished only if vaccination is
free. In many other countries, including the most privatised medical systems like the U.S.,
vaccines are being distributed free to all the people. India is making people (aged 18-45 years)
pay to be administered these vaccines in private clinics — an obscene and counterproductive
strategy to deal with a pandemic.

This is the outcome of many grave failures of the Indian government: it did not ensure adequate
production through compulsory licensing of more producers; it did not order enough vaccines; it
reneged on its responsibility to provide these vaccines to State governments; it introduced
differential pricing, forcing State governments to compete with each other and with private clinics
to buy vaccines; and it allowed price gouging by Bharat Biotech and Serum Institute of India.

The lack of consideration for lives is matched by callousness about the loss of livelihood that has
come about during the second wave. At least 90% of workers are informal, with no legal or
social protection, denied adequate compensation over the past year of lockdowns, restrictions
and economic distress. But there is hardly any public outcry about the plight of the nearly one
billion people whose lives depend on informal activities, and policymakers, especially at the
national level, have completely abandoned them. The consequences of inaction are going to be
dire and long-lasting, not just for people experiencing untold suffering, but for the country and
the future economic trajectory.

A recent study called ‘Hunger Watch’ by a large collective of social groups found that even two
months after the lockdown was lifted last year, two-third families reported eating less than they
did before the lockdown, and a reduction in healthy food. For a quarter of the families surveyed,
incomes had fallen by half. It also found that hunger was higher in urban India compared to
rural. The recent knee-jerk lockdowns will stifle the attempts for revival.

Even as the country confronts its greatest humanitarian crisis in half a century, India is one of
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the few countries in the world that has not come up with a significant fiscal package to counter
the health and economic effects of the pandemic. It has remained fiscally conservative, and
actual Central government spending over April 2020 to February 2021 shows a rise in non-
interest expenditure only by 2.1% of GDP. This explains why India’s economy has been
performing so poorly compared to other countries that were more battered by the first wave of
the pandemic, since most of them had significantly larger fiscal packages that were also directed
towards providing income support to people.

Finance Minister Nirmala Sitharaman speaks of government spending on the backlog of
infrastructure projects as the means for a recovery. If instead she relied on cash transfers to the
millions of the labouring poor, it would have shielded them from slipping deeper into hunger and
joblessness and also spurred growth, because all of this would be spent for simple, domestically
produced goods. Therefore, the ‘multiplier’ effects of this public expenditure would have been
much higher than if spent on infrastructure projects.

Free rations and meals, as mandated by the Supreme Court, though beneficial, have very little
expansionary effect on the economy, since the bulk of the commodities required come from
decumulation of existing stocks of foodgrains. Thus, both the need to provide relief and the
imperative to revive the economy demand that a monthly cash transfer, of about 7,000 per
family (the rough equivalent of minimum wages), be made to people, over and above the
provision of free meals and rations.

What the state needs to do urgently is to take a range of measures that prioritise the right to life,
which also remains the surest way of initiating assured (and equitable) economic recovery
today. Among them are enabling expanded production and central procurement of COVID-19
vaccines, and distribution to States for free immunisation to all; universal access to free
foodgrains of 5 kg per month to all those who require it for the next six months; cash transfers of
7,000 per household for at least three months to those without regular formal employment;
increased resources to the Integrated Child Development Services to enable revival and
expansion of their programmes; making the MGNREGS purely demand-driven, with no ceilings
on the number of days or the number of beneficiaries per household; and covering urban India
with a parallel scheme that would also cater to the educated unemployed.

Where, it would be asked, are the resources? In an economy with substantial unemployment,
unutilised capacity and unused foodgrain stocks (about 80 million tonnes at present), resource
mobilisation does not require curtailing anyone else’s consumption. Even enlarging the fiscal
deficit would cause no harm, except that it would gratuitously widen wealth inequalities and
frighten globally mobile finance capital. To prevent both, a simple measure would be to introduce
wealth taxation (though larger profit taxation will also suffice). These measures together would
not cost more than an additional 3.5% of GDP, of which about 1% would flow back as extra tax
revenue to Central and State governments, requiring 2.5% of GDP as fresh additional tax
revenue. A 1.5% wealth tax levied on only the top 1% of households will be adequate to raise
this amount.

These figures are only illustrative. But when U.S. President Joe Biden and U.S. Secretary of the
Treasury Janet Yellen are considering more radical measures, India should not shy away from
measures that give substance and meaning to the term ‘right to life’ and the pledges of equality
and fraternity in the Constitution.

Prabhat Patnaik is Professor Emeritus, Centre for Economic Studies and Planning, JNU, New
Delhi; Jayati Ghosh is a Professor of Economics at the University of Massachusetts at Amherst,
U.S.; and Harsh Mander is a human rights worker, writer and teacher



Page 16

cr
ac

kIA
S.co

m

Please enter a valid email address.

To reassure Indian Muslims, the PM needs to state that the govt. will not conduct an exercise
like NRC
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Source : www.thehindu.com Date : 2021-05-20

FINMIN GRANTS ‘INFRASTRUCTURE’ STATUS FOR
CONVENTION CENTRES

Relevant for: Indian Economy | Topic: Infrastructure: Urbanisation and related Issues

The Finance Ministry has granted ‘Infrastructure’ status for exhibition and convention centres, a
move that is expected to ease bank financing for such projects.

‘Exhibition-cum-Convention Centre is included in the Harmonised Master List of Infrastructure
sub-sectors by insertion of a new item in the category of Social and Commercial Infrastructure,’
the Department of Economic Affairs said.

However, the benefits would only be available for projects with a minimum built-up floor area of
1,00,000 sq. m. of exclusive exhibition space or convention space or both combined. As of now,
the major projects under way in the sector are backed by the government – the International
Exhibition-cum-Convention Centres at Dwarka and Pragati Maidan in the capital.

The infrastructure tag does not involve significant tax breaks but would help such projects get
easier financing from banks, said experts. However, restrictions on size may be a dampener.

“India doesn’t have large convention centres or single halls with capacities to hold 7,000 to
10,000 people, unlike countries like Thailand that is a major global MICE destination,” said
Abhaya Agarwal, partner, infrastructure practice at EY India.

Becoming a MICE (Meetings, Incentives, Conferences and Exhibitions) destination can generate
significant revenue with several global firms active in India but it will take time to become a
preferred destination.

Last August, the government had granted infrastructure status to affordable rental housing
projects.
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FLASHING LIGHTS: THE HINDU EDITORIAL ON
SLIDING ECONOMY AND CASH TRANSFERS

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

The RBI’s latest monthly bulletin has just confirmed what many economists and anecdotal
evidence have been pointing to — a sharp backslide in economic momentum. In an article on
the State of the Economy, RBI officials including Deputy Governor Michael Debabrata Patra
have flagged the ‘demand shock’ inflicted by the ferocious second wave of the COVID-19
pandemic. Specifically, they have cited the loss of mobility, impact on discretionary spending
and increase in unemployment as clear signs that demand is in the doldrums. Several high-
frequency indicators for April have captured the reversal in momentum. GST e-way bills, an
indicator of the health of domestic trade, contracted 17.5% month-on-month, while automobile
fuel consumption, commercial vehicle sales and domestic air passenger traffic all shrank from
the preceding month. And the previously relatively unscathed rural economy too saw demand
begin to dry up as new infections spread wider and deeper into the countryside, a trend reflected
in a 33.5% contraction in the dispatches of two wheelers and a palpable weakening in demand
for tractors. Also, unemployment, which hit a four-month high of 8% in April as per a survey by
the Centre for Monitoring Indian Economy, was at 9.5% on May 18 based on a 30-day moving
average. Crucially, rural unemployment captured by the moving average has risen to 8.6%, and
this at a time when the pandemic’s grip and higher spending on health are likely to be pushing
up precarity among households in the hinterland.

Looking ahead, the critical risk to the economy even as it tries to recover from the last fiscal
year’s crippling contraction is posed by the speed at which the virus continues to spread in the
country. With the pace of vaccinations having slowed nationwide, more so in rural and semi-rural
areas, the agriculture sector is likely to face challenges in the coming months when sowing for
the kharif crop will need to be done. The reports on the infections and deaths linked to the
disease from the villages and towns portray a grim picture and it is hard to see rural demand for
anything other than the barest of essentials including food and medicines reviving any time
soon. Add to this the rising cost of transport fuels, and the sharp increases in commodity prices,
cutting across agricultural and industrial raw-materials segments and one sees ‘a worsening of
domestic cost conditions’ as the RBI officials warn. Accelerating inflation threatens the
economy’s overall consumptive capacity and policy makers need to be wary of the real danger
of stagflation. The shrinking fiscal space notwithstanding, authorities need to spend more on an
expedited nationwide vaccine roll-out and must seriously consider direct cash transfers to boost
demand.

Please enter a valid email address.

From the abrogation of the special status of Jammu and Kashmir, to the landmark Ayodhya
verdict, 2019 proved to be an eventful year.
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GUARANTOR BEWARE: THE HINDU EDITORIAL ON
LOANS TO CORPORATE BORROWERS

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

The Supreme Court judgment upholding creditors’ right to proceed against personal guarantors
to loans provided by them to a corporate borrower helps lift the uncertainty over the extent to
which banks and other financial lenders can pursue not only the corporate debtor but also the
individuals who had furnished personal guarantees to enable the flow of credit to the company
they had stood surety for. This ought to be of significant consequence to the financial system,
already under a mountain of bad loans, by helping expedite the resolution of such stressed
assets. The two-judge Bench was considering a clutch of petitions challenging the government’s
2019 notification that made personal guarantors a separate category of individuals who could be
proceeded against under the Insolvency and Bankruptcy Code as part of the insolvency
proceedings initiated by lenders against defaulting corporate entities. In dismissing the petitions,
the judges made clear that the government was right in “carving out personal guarantors as a
separate species of individuals”, given the “intimate connection between such individuals and
corporate entities to whom they stood guarantee”. Banks now stand a real chance of recovering
substantially more from the resolution of a stressed corporate entity, as in most cases it has
been the relatively affluent promoters who have been standing as individual personal guarantors
for the loans extended to the companies they promoted.

Several corporate leaders are set to be impacted. The promoters of many defaulting corporates,
which are facing action under the IBC, had furnished guarantees for thousands of crores in
loans availed by the companies they ran. The State Bank of India alone had submitted in the
apex court that it had served demand notices aggregating to more than 39,000 crore to
individuals who had signed as guarantors for credit provided to corporate entities. The judges
also cleared the air over another issue that is bound to strengthen the creditors’ positions in all
ongoing, future and even completed insolvency proceedings. The Bench ruled that the approval
of a resolution plan for the corporate debtor does not extinguish the personal guarantor’s liability,
which it said “arises out of an independent contract”. Lenders can now proceed against the
guarantors to enhance recovery given that most banks agree to ‘haircuts’ when negotiating a
resolution plan with a new promoter for the defaulting company. The only wrinkle here is that
once the resolution plan becomes legally binding, the guarantor loses the recourse to remedy
from the borrower when the creditor invokes the personal guarantee. Entrepreneurs will now
have to think twice before signing a personal guarantee unless they can be very certain that the
business they found will not flounder.

Please enter a valid email address.

From the abrogation of the special status of Jammu and Kashmir, to the landmark Ayodhya
verdict, 2019 proved to be an eventful year.
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UNCERTAINTY, RISKS CLOUD OUTLOOK: RBI
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

Slippery path:Edible oils and pulses may continue to see pressure due to supply issues, the RBI
says.PTI  

Embattled by new waves of COVID-19 infections and mutant strains of the virus, the slow pace
of inoculation in several parts of the world and vaccine protectionism, the global and domestic
outlook has once again turned grim and overcast with extreme uncertainty and downside risks,
the Reserve Bank of India (RBI) said in its annual report for 2020-21.

“Country experiences underscore the paramount need for speedy and universal vaccination on a
war footing — the virus will mutate as long as it stays with humans; nobody is safe until
everyone is safe,” the RBI added.

Consumption revival key

A durable revival of private consumption and investment would be critical for sustaining
economic growth post-pandemic, the RBI said.

“For a self-sustaining GDP growth trajectory post-COVID-19, a durable revival in private
consumption and investment demand together would be critical as they account for around 85%
of GDP,” it added.

Price pressures

The RBI also cautioned that demand-supply imbalances could continue to exert pressure on the
prices of pulses and edible oils, even as prices of cereals could likely see softening on the back
of bumper foodgrains production in 2020-21.

The RBI also expects global crude oil prices remaining volatile in the near term.

‘Monitor bad loans’

The regulator also asked banks to closely monitor bad loans and prepare for higher provisioning
in the wake of the second COVID wave and the Supreme Court order lifting the ban on
classification of non-performing assets.

The waiver of compound interest on all loan accounts that had opted for moratorium during
March-August 2020 may put stress on banks’ financial health, the central bank said.

The apex bank, however, expressed confidence that banks were better positioned than before in
managing stress in their balance sheets in view of higher capital buffers, improvement in
recoveries and a return to profitability.

Stating that the gross non-performing assets ratio of scheduled commercial banks declined to
6.8% by end-December 2020, from 8.2% in March 2020, the Reserve Bank said prudent
provisioning had resulted in an improvement in the provision coverage ratio to 75.5% from
66.6%.

“As growth revives and economy gets back on track, it is important for the government to adhere
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to a clear exit strategy and build fiscal buffers, which can be tapped into in events of future
shocks to growth,” the central bank said.

(With PTI inputs)
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TIMELY WINDFALL: ON RBI'S FUND TRANSFER
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

The Reserve Bank of India’s decision to transfer 99,122 crore of surplus to the Centre comes as
a windfall to the government, at a moment when the ferocious second wave of the COVID-19
pandemic has likely upended most projections for the economy including revenue assumptions.
The payout is almost double the 53,511 crore that the Finance Minister had budgeted for by way
of dividend receipts, including from nationalised banks and financial institutions. That the RBI
has generated a surplus that is over 73% higher than what it posted for the previous 12-month
period ended June 2020, is also noteworthy when one considers that the bank just changed its
accounting calendar from July-June to an April-March format by truncating its last financial year
to a nine-month period. The RBI’s annual report, released on Thursday, shows that a sharp 63%
contraction in expenditure was a major factor in boosting the surplus, especially as income fell
by 11%. However, the biggest contributor in real terms was the 50,629 crore of exchange gain
realised by the central bank from its foreign exchange transactions. The central bank, which
admits to intervening in the foreign exchange market to smoothe volatility, clearly had a very
busy time mopping up the record foreign direct investment inflows that exceeded $81 billion (at a
gross level) in the last financial year, as well as the sizeable portfolio investments from
overseas. Still, a 69% increase in exchange gain, over the preceding 12-month period, prompts
the question as to whether the RBI’s foreign exchange transactions were all entirely aimed only
at stabilising the rupee’s value.

Given the magnitude of economic disruption caused by the ongoing pandemic and the lack of
visibility on the costs that the economy is going to have to bear in the coming months, the RBI’s
transfer surely provides a much-needed buffer to the government’s finances. However, both the
Centre and the central bank need to be cognisant of the risks in making a habit of banking on
these surpluses to cushion the government’s coffers. After all, just two years ago, the RBI had
transferred a record 1.76-lakh crore to the exchequer. While the Reserve Bank has ensured that
it maintains contingency reserves at exactly 5.5% of the overall size of its balance sheet, the
level of its reserves provides little wiggle room to safeguard against a sudden, unexpected
financial crisis and is at the lower end of the 5.5%-6.5% band recommended by the Bimal Jalan
committee. With the government facing the likelihood of overshooting its budgeted borrowing,
given the higher spending needed to bolster vaccinations, health care and direct fiscal support,
the RBI’s balance sheet could swell in size this year too. It would behove policymakers to
remember that the central bank is ultimately the lender of last resort to the nation as a whole and
can ill-afford to be less than adequately funded to meet every conceivable contingency.
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SWEATING THE SMALL STUFF: ON 43RD GST
COUNCIL MEETING

Relevant for: Indian Economy | Topic: Issues relating to Mobilization of resources incl. Savings, Borrowings &
External Resources

The GST Council, which met last Friday, could not live up to the expectations of some
meaningful relief from the disastrous second wave of the pandemic. The measures unveiled
were insipid, be it for the common man hoping to survive while keeping fingers crossed for a
vaccination slot or a hospital bed, or businesses hurting from lockdowns, and States grappling
with a cash crunch amid a scramble to purchase vaccines. Finance Minister Nirmala Sitharaman
announced an elaborate amnesty scheme for small firms pending GST returns, lowered the
interest levied on late payments for recent months, and extended several compliance timelines.
But there is little respite for businesses with turnover of over 5 crore, and industry is
underwhelmed. No discussion occurred on bringing fuels under GST, despite the Centre’s
noises to that effect amid runaway petrol prices. Taxes on COVID essentials remain unchanged,
despite States and industry pressing for waivers. Ms. Sitharaman said the subject dominated
deliberations but ‘varying viewpoints’ compelled her to let a Group of Ministers pore over
possibilities of rate cuts. The GoM has to report back by June 8, but the Council, constitutionally
empowered to recommend special rates during a disaster, would still have to concur. Thus, no
immediate relief can be expected.

Opposition States allege that NDA-ruled States’ representatives in the Council vociferously
opposed waiving the GST on COVID vaccines and drugs. Tax mavens have mooted ways to
implement such cuts, so it is unfortunate that the Centre, usually so conscious of optics, came to
the table with little to offer. GST breaks offered on free COVID-related imports from abroad for
donation to State-approved entities, were extended to material imported on a payment basis as
well. It is not clear why this had to wait for the Council — BJP-ruled Gujarat and Haryana have
already offered GST refunds on such imports. A 1.58-lakh crore borrowing plan may quell
States’ concerns about immediate compensation dues, but larger schisms are apparent that
could fray the Council’s functioning further after recent acrimonious parleys. Sikkim, for instance,
has demanded that it be allowed to levy its own cess to cope with falling revenues, a demand
that has been backed by others, including Tamil Nadu and Arunachal Pradesh. This could
virtually derail the very edifice of GST subsuming all local levies, even as States now want to be
recompensed beyond next year. The Centre, facing flak for its handling of the second wave,
could do with a more responsive approach. Winning an intellectual or ideological battle over
taxes on COVID essentials is meaningless at this precarious time, when each day’s delay in
providing relief hurts thousands. Small gestures with limited revenue implications would give the
Centre more room to strike common ground with States on the challenges that loom over the
GST regime.
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