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

Bibek Debroy’s advocacy of drawing oil products into this tax net to aid both reforms and our
inflation fight holds out the hope of a wide rethink that could fix its flaws and help it succeed
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Inelastic demand is the dream of every authority that levies indirect taxes. If people do not buy
less of something as its price goes up, it makes for easy tax pickings. Essentials tend to display
such inflexibility, which explains why fuel is often a prime target for an overload of slap-ons, as in
India. This is also why an eminent call for relief cannot be shrugged off as just another ‘spare us’
plea. Our latest nudge on energy taxation is from Bibek Debroy, chair of the Prime Minister’s
economic advisory council, who has called attention to the twin benefits at this juncture of
drawing hydrocarbons into our GST framework. Their rescue from a jumble of other levies would
not just make up for a glaring sectoral exception that weakened this tax reform at its very onset,
it would also reduce retail bills and business input costs, thus easing some of the inflationary
pressure of this year’s oil shock. “Therefore, the sooner you bring in petroleum and related
products into GST, the better it is," said Debroy in an interview to Mint, “I personally believe
everything should be in GST." While crude oil, petrol, diesel, jet fuel, etc, easily top our list of
overtaxed items, many other revenue spinners were kept out as well. For all the hype around it,
we began with a faulty GST regime. Unless we start fixing its problems, it will not be able to
meet its reformist potential.
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With Centre-state relations so fraught, that may seem like an agenda in need of a reality check.
As our apex court recently clarified, states retain their broad autonomy on taxes and the GST
Council can’t impose its decisions on them. This was so all along. States always had a voice, by
design, and it was the spirit of cooperative federalism that powered the consensual approach
that let us push for a unified market under a common GST regime. It may also explain why its
adoption five years ago was so half-baked; the prospect of ceding coffer- fillers like liquor and
fuel to standard rates acted as a consensus killer. If their chance of being rolled into GST
appears even dimmer today, much of the blame must go to the hash made of federal fairness by
the Centre’s fuel squeeze for tax mop-ups that were not shared properly. Global crude prices
had halved from their 2013-14 highs by 2015-16, which let New Delhi hike excise duties on oil
products without facing any yelps. States did likewise with their levies, but the Centre got the
bulk of this bonanza; despite a few tax snips along the way, its oil sector intake expanded from 1
trillion in 2014-15 to above 3.7 trillion last year. As volumes swelled, a huge chunk of its gains
were via hikes in surcharge and cess that it kept to itself. This not only set a bad example on tax
moderation, it also drew state-level distrust.
Yet, an all-inclusive GST need not be a lost cause. The Centre has shown signs of giving states
a fairer deal. Moreover, what’s good for our economy must set the tone for GST. We should
focus on its appeal as a concept from a private viewpoint. Apart from input credits offering an
escape from old tax cascades that inflate costs and deter specialization, its value lies in the
simplicity it affords. As an ideal case, picture a single rate that is moderate, stable and
applicable to everything. Stripped of variability, it would block off lobbyists, brook no market
distortion and help attract investment. To be sure, one rate may not be feasible, but full
coverage and stability might be within reach.
Log in to our website to save your bookmarks. It'll just take a moment.
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Page 3
bookmark this image.
Your session has expired, please login again.
You are now subscribed to our newsletters. In case you can’t find any email from our side,
please check the spam folder.

END
Downloaded from crackIAS.com

cr

ac
k

IA

S.
co

© Zuccess App by crackIAS.com

m

This is a subscriber only feature Subscribe Now to get daily updates on WhatsApp

Page 4
Source : www.livemint.com

Date : 2022-06-01

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

The Reserve Bank of India (RBI) has again said the entry of BigTech into the financial services
space could have systemic risks. RBI plans to introduce policy measures for such companies
and for digital banking. Mint takes a look at what it entails.
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How big is BigTech in financial services?
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In India, fintech has been entering businesses that are beyond the scope of just one regulator.
The most popular ones are in the payments space through the domestic unified payments
system. Others deal in equity markets, mutual funds and insurance. In the initial days fintechs
were seen as a competition to the banking sector, but they later evolved as a partner to several
traditional banks and non-bank lenders. We are now in a phase where banks are ramping up
investments in technology and a section of large lenders believe they would leave nimbler
fintechs behind in the race for customers.
Have RBI and such firms locked horns?
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RBI was reportedly scrutinizing a deal between Google Pay and Equitas Small Finance Bank,
announced last September. It was meant to allow customers use Google Pay to open fixed
deposits with Equitas. RBI’s concerns could have risen from the involvement of a large tech
company in garnering customer deposits, but the payment app of Google is understood to be
meant only for distribution of the product. RBI deputy governor M. Rajeshwar Rao had said last
October that the entry of BigTech into the financial sector is a global phenomenon, engaging the
attention of central banks around the world.
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What is RBI’s stance on data storage by foreign firms?
In April 2018, RBI had mandated all payment firms to store data exclusively in India. A delay in
compliance by WhatsApp led to a restricted rollout of its payments feature. Diners Club,
American Express and Mastercard were asked to stop issuing cards in 2021 after they failed to
store data exclusively in India. RBI subsequently allowed Diners Club to issue cards.
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What has RBI done so far to check BigTech?
The regulator is taking baby steps towards regulating the presence of large tech corporations in
financial services. In June 2018, it set up a fintech unit under the department of regulation as a
central point of contact for activities related to fintech. In January, this was hived off as a
separate department. RBI believes regulations are needed to mitigate risks. It believes the size
of large tech firms in finance poses a systemic and concentration risk to the economy; they also
have an unfair competitive advantage over regulated entities.
How does regulation affect consumers?
Regulating the fintech sector and large tech companies in finance is expected to protect
consumer rights. Equally key is the issue of privacy and data security, given that India is yet to
have a solid data protection legislation. Last November RBI’s committee pointed out that large
tech firms typically enter financial services by sharing the data gathered by them with existing
financial services companies, and gradually providing financial services either in partnership or
directly to their customers.
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GOVT. ALLOWS COOPERATIVES TO SELL PRODUCTS
ONLINE
Relevant for: Indian Economy | Topic: Food processing and related industries in India: scope and significance,
location, upstream and downstream requirements and supply chain management
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The Union Cabinet on Wednesday cleared a proposal allowing cooperatives to sell products on
the Government-e-Marketplace (GeM) platform. The cooperatives may, however, be charged a
transaction fee to cover the incremental costs, a government statement said.
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The GeM started in 2017 is a one-stop portal to facilitate online procurement of commonly used
goods and services. The portal is open for all government buyers — Union and State Ministries,
departments, public sector enterprises, autonomous institutions, local bodies and so on. Private
buyers cannot buy on the platform but private people can sell products to government bodies
through the portal.
Union Cooperation Minister Amit Shah said in a tweet that the GeM would provide an
opportunity to the cooperatives to sell products in a transparent manner. He said the move will
benefit 27 crore people associated with 8.5 lakh cooperatives.

Special purpose vehicle
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He said the micro and medium small industries will get buyers and it will boost the prospects of
“Vocal for local” and Atma Nirbhar Bharat.
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“The validated list of cooperatives to be onboarded on the GeM — for pilot as well as
subsequent scale-up — will be decided by the Ministry of Cooperation in consultation with the
GeM SPV [Special Purpose Vehicle]. This will ensure that technical capacity and logistics
requirement of the GeM system are taken into account while deciding the pace of on boarding of
Cooperative as buyers on the GeM,” a government statement said.
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SHRI PARSHOTTAM RUPALA INAUGURATES THE
CONCLAVE OF 75 ENTREPRENEURS AND EXHIBITION
OF 75 INDIGENOUS LIVESTOCK BREEDS
Relevant for: Indian Economy | Topic: Economics of Animal-Rearing incl. White, Blue & Pink Revolutions
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Shri Parshottam Rupala, Union Minister for Fisheries, Animal Husbandry and Dairying
inaugurated the Unnat Pashudhan Sashakt Kisan Conclave-the Conclave of 75
Entrepreneurs and Exhibition of 75 Indigenous Livestock Breeds’ in New Delhi today. Dr. L
Murugan, MoS, FAHD and Dr. Sanjeev Kumar Balyan, MoS, FAHD were the Guests of Honour
and also delivered address at the event. Shri Parshottam Rupala along with Dr. L. Murugan and
Dr. Sanjeev Balyan inaugurated the Digital exhibition to showcase the best 75 indigenous
breeds from bovine/caprine/avian/porcine species. Digital exhibition showcased 75 Indigenous
Livestock Breeds and success stories of dairy and poultry farmers, FPOs, innovative
entrepreneurs, start-ups and industry. Shri Atul Chaturvedi, Secretary, DAHD and Dr. O. P.
Chaudhary, Joint Secretary, DAHD were present in the event. Shri Meenesh Shah, Chairman,
NDDB, Shri Sanjay Singal, COO - Dairy & Beverages, ITC Ltd., Shri Sangram Chaudhary, MD,
Banaskantha District Cooperative Milk Producers’ Union Ltd. and other representatives of dairy
sector were present. More than 1200 farmers were present in the event. The farmers from
across the country were connected with the event through 1,000 Common Service Centres.
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As a part of Azadi Ka Amrit Mahotsav, Department of Animal Husbandry & Dairying, Ministry of
FAHD in association with CII has organised the Conclave with a focus on dairy & poultry
farmers, innovative entrepreneurs, startups and industry. Ahead of the Conclave, Shri Rupala
performed Gou Puja today.

While addressing the conclave, Shri Rupala mentioned that India’s dairy sector is growing
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rapidly due to the combined contributions of all the stakeholders. The minister said that
Government aims to ensure growth of the livestock sector by increasing farmers' access to
animal health & credit services.
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Shri Rupala launched the Training Programme for A-HELP at the Conclave. The Minister
felicitated 3 Padma Shree awardees – Prof. Moti Lal Madan, Dr. Kushal Konwar Sarma and Dr
Sosamma Iype during the event. Further, Shri Rupala felicitated the winners of the Animal
Husbandry Startup Grand Challenge 2.0 at the Conclave. The Coffee Table book about 75
Indigenous Breeds & 75 Entrepreneurs was launched at the Unnat Pashudhan Sashakt Kisan
Conclave. The event showcased videos of 4 farmers who have achieved recognition at national
and global level due to their innovative techniques in farming and dairy sector.
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Dr. Murugan, during his address, shared how India is rapidly progressing towards providing
quality animal health services at the farmers' doorsteps.
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Dr. Balyan elaborated on how the NPDD scheme is advancing the establishment of dairy
production & processing infrastructure across India.
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Addressing the conclave, Shri Atul Chaturvedi said that the farmers from across the country are
connected with the event through 1,000 Common Service Centres. Dr. O. P. Chaudhary said
that all stakeholders must collaborate in a way to ensure that the future generations can benefit
from the dairy sector. Dr Praveen Malik, Animal Husbandry Commissioner, DAHD delivered vote
of thanks.
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The conference at the Conclave is focussing on three technical thematic sessions namely
Increasing productivity and improving animal health, Value addition and market linkages
and Innovation and technology. The focus is on showcasing the key trends, identifying the
opportunity and drawing a clear roadmap for the dairy and poultry sector with focus on
enhancing farmers’ incomes. The sessions in the Conclave are showcasing some of the
innovative solutions/best practices that offer the potential to transform the dairy and poultry
sector and enhance farmers’ incomes and will aim towards creating a road map for the dairy and
poultry sector. It is a deep dive into the emerging opportunities and will be a platform to learn
from the experiences of progressive farmers, entrepreneurs, as well as start-ups as to how value
addition, diversified product portfolio and improved market access have helped in changing the
dynamics in the dairy and poultry sector and also created enhanced income opportunities.
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Shri Parshottam Rupala, Union Minister for Fisheries, Animal Husbandry and Dairying
inaugurated the Unnat Pashudhan Sashakt Kisan Conclave-the Conclave of 75
Entrepreneurs and Exhibition of 75 Indigenous Livestock Breeds’ in New Delhi today. Dr. L
Murugan, MoS, FAHD and Dr. Sanjeev Kumar Balyan, MoS, FAHD were the Guests of Honour
and also delivered address at the event. Shri Parshottam Rupala along with Dr. L. Murugan and
Dr. Sanjeev Balyan inaugurated the Digital exhibition to showcase the best 75 indigenous
breeds from bovine/caprine/avian/porcine species. Digital exhibition showcased 75 Indigenous
Livestock Breeds and success stories of dairy and poultry farmers, FPOs, innovative
entrepreneurs, start-ups and industry. Shri Atul Chaturvedi, Secretary, DAHD and Dr. O. P.
Chaudhary, Joint Secretary, DAHD were present in the event. Shri Meenesh Shah, Chairman,
NDDB, Shri Sanjay Singal, COO - Dairy & Beverages, ITC Ltd., Shri Sangram Chaudhary, MD,
Banaskantha District Cooperative Milk Producers’ Union Ltd. and other representatives of dairy
sector were present. More than 1200 farmers were present in the event. The farmers from
across the country were connected with the event through 1,000 Common Service Centres.
As a part of Azadi Ka Amrit Mahotsav, Department of Animal Husbandry & Dairying, Ministry of
FAHD in association with CII has organised the Conclave with a focus on dairy & poultry
farmers, innovative entrepreneurs, startups and industry. Ahead of the Conclave, Shri Rupala
performed Gou Puja today.
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While addressing the conclave, Shri Rupala mentioned that India’s dairy sector is growing
rapidly due to the combined contributions of all the stakeholders. The minister said that
Government aims to ensure growth of the livestock sector by increasing farmers' access to
animal health & credit services.
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Shri Rupala launched the Training Programme for A-HELP at the Conclave. The Minister
felicitated 3 Padma Shree awardees – Prof. Moti Lal Madan, Dr. Kushal Konwar Sarma and Dr
Sosamma Iype during the event. Further, Shri Rupala felicitated the winners of the Animal
Husbandry Startup Grand Challenge 2.0 at the Conclave. The Coffee Table book about 75
Indigenous Breeds & 75 Entrepreneurs was launched at the Unnat Pashudhan Sashakt Kisan
Conclave. The event showcased videos of 4 farmers who have achieved recognition at national
and global level due to their innovative techniques in farming and dairy sector.
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Dr. Murugan, during his address, shared how India is rapidly progressing towards providing
quality animal health services at the farmers' doorsteps.
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Dr. Balyan elaborated on how the NPDD scheme is advancing the establishment of dairy
production & processing infrastructure across India.
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Addressing the conclave, Shri Atul Chaturvedi said that the farmers from across the country are
connected with the event through 1,000 Common Service Centres. Dr. O. P. Chaudhary said
that all stakeholders must collaborate in a way to ensure that the future generations can benefit
from the dairy sector. Dr Praveen Malik, Animal Husbandry Commissioner, DAHD delivered vote
of thanks.
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The conference at the Conclave is focussing on three technical thematic sessions namely
Increasing productivity and improving animal health, Value addition and market linkages
and Innovation and technology. The focus is on showcasing the key trends, identifying the
opportunity and drawing a clear roadmap for the dairy and poultry sector with focus on
enhancing farmers’ incomes. The sessions in the Conclave are showcasing some of the
innovative solutions/best practices that offer the potential to transform the dairy and poultry
sector and enhance farmers’ incomes and will aim towards creating a road map for the dairy and
poultry sector. It is a deep dive into the emerging opportunities and will be a platform to learn
from the experiences of progressive farmers, entrepreneurs, as well as start-ups as to how value
addition, diversified product portfolio and improved market access have helped in changing the
dynamics in the dairy and poultry sector and also created enhanced income opportunities.
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BLAST ON TRACKS TO ALERT LOCO PILOTS MAY
STOP SOON
Relevant for: Indian Economy | Topic: Infrastructure: Railways

m

The Indian Railways may soon dispense with the decades-old practice of the crew using
detonator signals to alert loco pilots of an approaching train to an obstruction or danger lying
ahead.
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During train accidents or inclement weather affecting visibility, the loco pilot, train manager or
the stationmaster place detonators on the track at different locations that will cause explosions
with a loud bang when a train passes on them.
This is to alert the loco pilot of the approaching train to an obstruction such as a derailed train,
boulders, damaged track and so on to bring the train to a halt.
Advanced gadgets

In recent times, employees’ unions have been calling for stopping the concept of detonating
signals considering the advancement in technology and the use of gadgets such as anti-collision
devices, train protection warning system, short circuiting clips, fog signal device and auxiliary
warning system.
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The argument of the staff is that the Explosive Substances Act prohibited them from possessing
explosives in public places and they were being harassed by security personnel while carrying
the detonators on duty in trains.
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They also claimed that detonators had been hardly used during train operations for many years
and hence may be dispensed from the general rules.
The railway employees said dispensing with detonator signals would also reduce the weight of
the essential equipment carried by loco pilots and train managers.
Monetary savings

cr

The Western Railway agreed with the contention of the crew and recommended that considering
the redundant use of detonators and advancement of technology at field level, it would be
prudent to dispense the explosives from the safety equipment of loco pilots and train managers.
This would also lead to a huge monetary and manpower saving.
Acting on the proposal of the Western Railway, the Ministry of Railways has written to all Zonal
Railways calling for their views on the operational and safety aspects of withdrawing detonator
signals. “The concept of detonator signals is likely to be dispensed soon,” a railway official said.
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‘INFLATION LOWER THAN WORLD’S ON MOST ITEMS’
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Inflation & Monetary Policy

Piyush Goyal
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Tomato prices are beyond the government’s control but inflation on most items is lower in India
than the rest of the world, Commerce, Industry, Food and Public Distribution Minister Piyush
Goyal said on Friday.

S.
co

The government is monitoring prices on a daily basis, with a three-tier system of an interMinisterial group of officials, a Committee of Secretaries under the Cabinet Secretary and a
Ministerial group led by Home Minister Amit Shah, he said.
“This is why when you compare with the rest of the world, on most items, our inflation has been
generally lower,” he asserted. “There will be a few cases that are beyond our control like
tomatoes — every year, for maybe 50 years now, there have been spikes in prices for a few
months and then, it goes down to literally uneconomical levels.”
The government, he added, did not see the need for any fresh intervention to cool any prices at
this point.
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‘NEVER AGAIN WILL THERE BE COAL SHORTAGE’
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

m

Twice in the recent past the country has faced coal shortage — in October 2021 and last month.
Critics blame poor planning; the government says it was an “extraordinary situation” and action
has been taken to ensure that a shortage never occurs again. Excerpts from the inte rview with
Union Coal Minister Pralhad Joshiat Neyveli, Tamil Nadu, where he had come to review the
performance of the public sector company, NLC India Ltd. :
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You have been repeatedly saying that there is no coal shortage in the country. Yet Coal
India Ltd is taking steps to import coal. If there is no coal shortage, why go in for
imports? How should we read the situation?
Even today I am saying there is no shortage of coal. As of now, we are having 11-12 days stock
of coal (required by power plants), on average, as a country. We have about 33.60 million
tonnes of coal (lying in various places). Pithead power plants have about 25 days of stock, those
about 300 km (from the mines) have about 20 days stock, those beyond 500 km may be having
14-15 days stock — like that.
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In the last few days, there has been no depletion of stocks. We are replenishing coal stocks with
power plants on a day-to-day basis. There was a shortage of coal due to an extraordinary
situation.
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The demand for power went up due to improved economic activity, but at the same time power
plants operating on imported gas and coal stopped producing power because of high gas and
coal prices. Coal prices increased from $40 a tonne to $210 a tonne. Also, power plants
operating with blended coal (partly imported) stopped importing and began demanding domestic
coal.
Last year, domestic coal production increased by 18%. In the first two months of the current
financial year, production from captive mines alone increased by 70%.
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Now, coming to why we are importing — it is because of the upcoming rainy season, when
mines could be waterlogged and not be able to produce coal. Also, rain could affect
transportation of coal. Keeping this in mind, we want to import and keep some stocks so that the
country does not suffer.
Some people have expressed fears of a ‘third round’ of shortage. You don’t expect that to
happen?
There won’t be any coal shortage. You see, Coal India Ltd will ramp up its production to 780
million tonnes this year. Captive mines produced 89 million tonnes last year; this year they
expect to produce 130 m t. I am expecting 5 m t from commercial coal mining and another 5 m t
from abandoned coal mines. All put together, coal production will increase by 100 m t. In
contrast, the shortage was not even 10 m t. Still we are planning for any eventuality by imports.
We will import whatever is needed.
So, are you confident that coal shortage is a thing of the past?
I’m fully confident. I want to assure the country that there will never be a coal shortage again.

Page 21
You have also been saying repeatedly that the country cannot do without coal. On the
other hand, India has global commitments to reduce carbon dioxide emissions. How do
you handle this dichotomy?
We would definitely need coal for at least for a long time. Without coal we cannot fulfil the
aspirations of the country. The question is, how to use coal in a manner that doesn’t affect the
environment or contribute to global warming. We have to do all that we can to ensure that usage
of coal does not cause any harm.
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There are many ways of doing it, such as coal gasification and planting trees.
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We are going in for coal gasification of high ash coal. Coal gasification is covered by the PLI
scheme (production-linked incentive scheme, which gives a financial incentive for every unit of
production that is sold.)
We are going in for four pilot plants for coal gasification, with imported technology.
But coal gasification plants typically suffer huge delays. For example, the Talcher project
—
That is why we want to invite private players and also international players. Even the Talcher
project is being expedited. Necessary steps are being taken.
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There are many reports saying that coal power will not be competitive in future. Do you
foresee any problems in coal mines getting finance?
There is no problem, they are already getting finance. We have sold 47 mines —
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But only about 15 of them have started work
You see, it takes time to develop any mine. About 4-5 years. There are 21 permissions or
clearances to be obtained.
But the question is, how do the financiers see the coal sector. Many international funds,
such as the Norwegian sovereign fund, have said they would stop funding fossil fuels.
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Many countries that had earlier said they would not burn coal are now turning back to coal. Only,
we have to show that we will use coal without harming the environment.
(M. Ramesh is a correspondent of
The Hindu Business Line)
Coal prices increased from $40 a tonne to $210 a tonne. Power plants operating with blended
coal (partly imported) stopped importing and began demanding domestic coal

Our code of editorial values
END
Downloaded from crackIAS.com
© Zuccess App by crackIAS.com

Page 22
Source : www.thehindu.com

Date : 2022-06-06

MODINOMICS AND THE LONG DISTANCE TO THE
FINISH LINE
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Inflation & Monetary Policy

‘No announced macroeconomic goal has been achieved’ | Photo Credit: Getty
Images/iStockphoto
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On May 31, 2022, in its press note on provisional estimates on national income, the National
Statistical Office (NSO) released the 2021-22 fourth quarter GDP growth rate figure at 4.1%
(April 1-March 31, 2022 in annual equivalent terms) compared to fourth quarter figures for the
previous year, 2020-21.
In the first quarter of 2020-21 (April 1 to June 30), GDP growth rate according to the NSO, was
–23.8% ,which is when the COVID-19 pandemic began spreading.
The combined subsequent and remaining three quarters of 2021-22 annualised growth rate was
negative, and thus for the fiscal year of four quarters, the GDP annual 2020-21 was placed at 4.8%.
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The following two conclusions are important to the Narendra Modi government for a badly
needed reality check. First, which I have detailed in my earlier Opinion articles in The Hindu is
that the Indian economy had been declining in growth rate since 2016 and fell below what was
earlier sneeringly referred to by economists in the Congress-ruled period (1950-77) as “The
Hindu Rate of Growth” of 3.5%-4% per year growth rate in GDP.
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Second, the Modi government should recognise that during the present Prime Minister’s tenure
since 2014, his plan for “Vikas” is more genuinely akin to the Hindu rate of growth planning of
Jawaharlal Nehru. No P.V. Narasimha Rao tenure type structural reforms were systematically
implemented. The decline in GDP growth rate from 2016 till today is thus a national shame for a
dispensation that claims to bring “Vikas” to the country.
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Not only has the growth rate of GDP been consistently declining since 2016 but the brazen but
rosy predictions that were impossible to achieve without major reforms, such as a $5 trillion GDP
by 2024-25, have been publicised in the media, (which in 2019, when Mr. Modi announced the
goal, meant a 14.8% per year growth rate in GDP).
I am prepared to debate publicly with any Government official to prove to the Indian public that
“Modinomics” to date is a gigantic failure. That is, to prove that no announced macroeconomic
goal has been achieved during the Modi tenure as Prime Minister so far from 2014 till date.
What the Indian economy needs today is a new economic policy that is based on clearly stated
objective targets, priorities, a strategy to achieve the targets, and an intelligent and transparent
resource mobilisation plan. At present we have an incoherent hotchpotch set of public
announcements, with no accountability or logic.
The Atal Bihari Vajpayee government lost badly in 2004 despite the confidence in advancing the
general election by six months before the due date because of the imaginary paradise of “India
Shining”. The Bharatiya Janata Party (BJP) could not make an electoral comeback for 10 years
after the debacle in the 2004 elections.
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The BJP was lucky to come back in 2014 because of the Supreme Court judgments cancelling
the 2G Spectrum licences, hopes of Ram Mandir re-building, and a failing economy.
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Today, the BJP is in its eighth year of its tenure as the ruling party. Although some socioreligious successes have helped to raise the morale of party workers, the 2024 general election
is still not a done deal. State elections in West Bengal and Punjab are also not good omens. In
the recent elections in Uttar Pradesh, the margins of victory were mostly very narrow. My own
reading is that economic failure, which is fast becoming the main issue, could drastically unsettle
even the most conservative forecast in 2024. Democracy could be threatened by desperate
political extremists.
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In every nation, democracy is structured on four pillars: electoral legitimacy, constitutional
safeguards, functionally independent institutions, and embedded accountability. Mere elections
are not sufficient for a democracy.
But there is a conflict between the market and democracy that requires to be resolved: a
flourishing and vibrant democracy that empowers a relatively poor uncorrupted majority to vote,
and hence can influence legislation against the relatively rich capitalist and entrepreneurial
minority, and a thriving market economy driven by a rich empowered minority with
disproportionate access to capital, skills and media and other networks has the capacity to
undermine the electoral system through strategic funding of the same.
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Therefore, there is a need to understand the dynamics of democracy especially since, in India,
even economic reformers such as Narasimha Rao have so far lost elections.
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Thus, designing reforms is most important because leaders initiating reforms must win elections.
Let us understand how a democratic Japan came to have such an opaque financial system with
no prudential norms or accountability because of cronyism that had to be pleased, or how the
United States that had no proper regulation in place for the new sophisticated financial products
gave free play to so much greed that it led to the global financial crisis in 2007-09.
Economic reforms in a democracy can be electorally successful if so designed that the losers
from it (usually touts who organise quotas and licences for the rich for a price, and who, because
de-regulations implicit in reforms make them immediately lose the “rent”) do not hijack the
election, while the unorganised poor who cannot see early returns from reforms are kept
satisfied by reducing unemployment and controlling galloping inflation.
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Deregulations should also not mean that we reject government intervention for safety nets,
affirmative action, market failure and creating a level-playing field.
Democratic institutions have to be empowered to guard against public disorder arising from
rapid de-regulation, as it happened in Russia, post-1991. The Russians underwent chaos and
misery. Thus, dictatorship has returned for the Russians.
Thus, the trade-offs as between public order and de-regulation, through affirmative action, social
security and a safety net, are essential to create a stake for the poor in the system, levelling the
playing field to create hope, ensure transparency, accountability, and trusteeship (philanthropy)
as also corporate governance to legitimise profit making that drives the market system.
Market systems are not a free-for-all. It is capitalism with rules of transactions. With that proviso,
market system capitalism works since the principal driver is capital and its deployment for
innovation to raise productivity.
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Subramanian Swamy is a former Union Minister and a six-term Member of Parliament

Our code of editorial values
END
Downloaded from crackIAS.com

cr

ac
k

IA

S.
co

m

© Zuccess App by crackIAS.com

Page 25
Source : www.thehindu.com

Date : 2022-06-08

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

No space for one-upmanship | Photo Credit: Getty Images/iStockphoto
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In Union of India Anr. vs Mohit Minerals Pvt. Ltd., the Supreme Court of India on May 19, 2022
while deciding on a petition relating to the levy of Integrated Goods and Services Tax (IGST) on
ocean freight paid by the foreign seller to a foreign shipping company, ruled, “The
recommendations of the GST Council are not binding on either the Union or the States...”. While
the issue before the Court was with reference to the levy of IGST on a particular transaction, the
question is why should the Supreme Court of India have to deliberate at length on the nature of
recommendations of the GST Council?
Some States have rejoiced over the ruling and said that this has restored the autonomy of
States to legislate on GST.
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Immediately after the pronouncement of the judgment, the Revenue Secretary of the
Government of India said: “... (this) reiterates the scheme of things in the constitution and the
GST laws... the council will continue to work in future the way it has worked in the last 5 years.”
This creates the notion that the Union government is in agreement with this ruling and there is
no question of law in this regard.
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On the contrary, the Union government (represented by the Additional Solicitor General)
submitted to the Supreme Court in this case that the recommendations of the GST Council are
binding on the executive and the legislature while they frame laws relating to the GST by the
power under Article 246A. Thus, the Government of India was of the opinion that the GST
Council could function as a super Parliament/Assembly by sending binding recommendations on
laws, rules and regulations with reference to the GST to the Union and State governments.
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Article 246A gives powers to the Union and State governments simultaneously to legislate on
the GST. In other words, the two tiers of the Indian Union can simultaneously legislate on
matters of the GST (except the IGST, which is in the legislative domain of the Union
government); obviously it can be inferred that neither of the legislations can supersede each
other.
Article 279A stipulates the creation of the GST Council and its functions. The Council has to
function as a platform to bring the Union and State governments together, and as a mark of
cooperative federalism, the Council shall, unanimously or through a majority of 75% of weighted
votes, decide on all matters pertaining to GST and recommend such decisions to the Union and
State governments. The purpose of GST, as a harmonised commodity tax, is to make India a
single market. The Government of India further argues, “Neither can Article 279A override Article
246A nor can Article 246A be made subject to Article 279A.” However, cooperative federalism is
to operate through the GST Council to bring in harmony and alignment in matters pertaining to
the GST from both governments. Given this background, the Union government had almost
delegated the powers to create laws under the GST Act Section 5(1) to the GST Council through
repeated use of the phrase “notification on the recommendation of the (GST) council”. Hence,
the constitutional validity of the Council’s recommendation should be upheld; generally, the
recommendations of the GST Council could be overridden only in exceptional cases, as argued
by the Additional Solicitor General.
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While the respondents in this case were represented by several senior lawyers, hardly anyone
made a substantive response to the issue of the supremacy of the GST Council in this matter.
However, the judges of the Supreme Court have spent nearly a third of the 152-page order to
deliberate and resolve this issue. Section C of this order gives an elaborate history of the
constitutional amendment to bring GST as a tax that could be simultaneously legislated by the
Union and State governments. It is a treatise on the democratic and federal imports of the GST
legislations.
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In 2013, while replying to a query from the Standing Committee on Finance that was debating
the 2011 Constitutional Amendment Bill, the Attorney General emphatically said, “The powers of
the legislature over the Finance are sacrosanct and are not affected by the setting up of the GST
Council.” Thus, in the beginning of the debate on Constitutional Amendment to bring in GST, the
clear line of demarcation of powers between the legislature and the GST Council was drawn.
However, the issue of conflict between the Union and State governments has to be resolved on
a platform such as the GST Council.
The judges of the Supreme Court have recorded, “Since the Constitution does not envisage a
repugnance provision to resolve inconsistencies between the Central and State laws on GST,
the GST Council must ideally function, as provided by Article 279A(6) in a harmonised manner
to reach a workable fiscal model through cooperation and collaboration.”
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The fact that the Union government holds one-third weight for its votes and all States have twothirds of the weight for their votes, gives automatic veto power to the Union government because
a resolution can be passed with at least three-fourths of the weighted votes. This imbalance in
the voting rights between the Union and State governments, makes democratic decision-making
difficult. Further, though all the States are not equal in terms of tax capacity, everyone has equal
weight for their votes. This creates another political problem as the smaller States with lesser
economic stakes can be easily influenced by interest groups.
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Of course in this context, the debates in the GST Council will be on political lines rather than on
the economics of taxation; the GST Council has borne witness to several such instances. When
the States governed by Opposition parties are vocal on counter-points, the States governed by
the same party at the Union government are mute spectators. It is a fact that States have not got
full compensation for the shortfall in GST revenue collection during the COVID-19 pandemic
period and that States wanted to extend GST compensation beyond June 2022 given the
current recession and widely expected slow growth in effective revenue under the GST. The
Union government and States ruled by the Bharatiya Janata Party and its alliance partners were
not cooperating with States ruled by Opposition parties in reaching an amicable resolution on
the issues of compensation during the pandemic period or even for debating the extension of
compensation cess after June 2022.
If the contestations are healthy in a federation (and even in such circumstances), it requires
extraordinary political acumen and statesmanship from all leaders to strike a balance between
the autonomy of legislatures and compromise for obtaining a harmonised commodity tax
system. The nuanced understanding of cooperative federalism shows that there is no space for
one-upmanship in either of the two tiers of the Indian federal government and particularly for the
Union government under a quasi-federal Constitution. Clause 6 of Article 279A reflects this
spirit: “While discharging the functions conferred by this article, the Goods and Services Tax
Council shall be guided by the need for a harmonised structure of GST and for the development
of a harmonised national market for goods and services”. In an atmosphere of a non-cooperative
Union and State governments, the fear that the GST Council would break down is not
unfounded; the responsibility lies on all governments equally, contrary to what the weighted
votes reflect.
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Given these arguments, the Supreme Court of India adjudicated that the GST Council’s
recommendations are non-qualified and the simultaneous legislating powers of the Union and
State governments give only persuasive value to the Council’s recommendations. The power of
the recommendations rests on the practice of cooperative federalism and collaborative decisionmaking in the Council.
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Therefore, the submission of the Union government to the Supreme Court of India that the GST
Council’s recommendations are binding on Parliament/Assembly can be construed as a
precursor for a wilful giveaway of the legislative power on commodity taxation to the GST
Council which is not the forum for the direct representatives of the people to legislate on any
matter. Given the lopsided power structure favouring the Union government in the GST Council,
it is against the spirit of democracy and federalism that the finances of governments can be left
to such bodies. Finally, it is pertinent to understand that in a democracy, the power to legislate is
given to Parliament/Assembly by its people who have curtailed their private autonomy to accept
collective decisions. John Locke, the 17th century English philosopher and liberal thinker
persuasively said, “The legislative cannot transfer the power of making laws to any other hands:
for it being but a delegated power from the people, they who have it cannot pass it over to
others....”
R. Srinivasan is full-time Member, State Planning Commission, Government of Tamil Nadu
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The World Bank on Tuesday slashed its FY23 economic growth forecast for India to 7.5% from
8% estimated in April, as rising inflation, supply chain disruptions and geopolitical tensions taper
recovery.
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"In India, growth is forecast to edge down to 7.5% in the fiscal year 2022/23, with headwinds
from rising inflation, supply chain disruptions, and geopolitical tensions offsetting buoyancy in
the recovery of services consumption from the pandemic," the World Bank said in its latest issue
of the Global Economic Prospects.
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This is the second time that the World Bank has revised its GDP growth forecast for India in the
current financial year (April 2022 to March 2023).
Earlier in April, it had trimmed the forecast from 8.7% to 8% and now it is projected at 7.5%.
The GDP growth compares to an 8.7% expansion in the previous 2021-22 financial year.
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India's economic growth, the World Bank said, will be supported by fixed investment undertaken
by the private sector and by the Centre, which has introduced incentives and reforms to improve
the business climate.
This forecast reflects a 1.2 percentage point downward revision of growth from the January
projection, it further said.
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"Growth is expected to slow further to 7.1% in 2023-24 back towards its longer-run potential,"
the World Bank noted.
WPI inflation at 17-yr high

India's wholesale prices accelerated at the fastest pace in at least 17 years as the ongoing
Ukraine crisis and a weak rupee pushed up energy and raw material costs, raising risks for
businesses that are unable to pass on costs.
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Annual wholesale price inflation, a proxy for producers' prices, climbed to 15.08% in April,
remaining in double-digits for the 13th month in a row.
Wholesale prices are at the highest since at least April 2005, according to Refinitiv data.
Economists say WPI inflation in April was the highest since 1991, according to an earlier series.
They said that with wholesale inflation picking up along with retail inflation at 7.79% in April - an
eight-year high - the RBI was likely to push for aggressive rate hikes to tame prices. Higher rates
will pose a drag on economic growth as well, the economists said.
High inflation prompted the central bank to hold an unscheduled meeting to raise the benchmark
interest rate by 40 basis points to 4.40% in May and another hike is expected tomorrow.
To control spiralling prices, India had recently cut excise duty on petrol and diesel and also
waived import duty on some raw materials used in the steel and plastic industry. Besides, export
duty was hiked on iron ore and iron pellets.
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Global rating agencies too had slashed India's growth forecast
Global rating agencies too had slashed India's economic growth forecast prior to the World
Bank's action. Moody's Investors Service in May slashed the GDP projection to 8.8% for this
year from 9.1% earlier, citing high inflation.
S&P Global Ratings too had cut India's growth projection for 2022-23 to 7.3%, from 7.8% earlier,
on rising inflation and longer-than-expected Russia-Ukraine conflict.
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Fitch in March had cut India's growth forecast to 8.5%, from 10.3%, while IMF has lowered the
projection to 8.2% from 9%.
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Asian Development Bank (ADB) has pegged India's growth at 7.5%, while RBI in April cut the
forecast to 7.2% from 7.8% amid volatile crude oil prices and supply chain disruptions due to the
ongoing Russia-Ukraine war.
As per the World Bank report, growth in India slowed in the first half of 2022 as activity was
disrupted both by a spike in coronavirus infections, accompanied by more-targeted mobility
restrictions and by the war in Ukraine. The recovery is facing headwinds from rising inflation.
The unemployment rate has declined to levels seen prior to Covid-19, but the labour force
participation rate remains below pre-pandemic levels and workers have shifted to lower-paying
jobs.
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In India, the focus of government spending has shifted toward infrastructure investment, labour
regulations are being simplified, underperforming state-owned assets are being privatised, and
the logistics sector is expected to be modernized and integrated, the bank said.
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World Bank President David Malpas, in his foreword to the report, said after multiple crises,
long-term prosperity will depend on returning to faster growth and a more stable, rules-based
policy environment.
"There is good reason to expect that, once the war in Ukraine stops, efforts will redouble -including by the World Bank Group -- to rebuild the Ukrainian economy and revive global
growth."
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Global growth is expected to slow sharply from 5.7% in 2021 to 2.9% this year. "This also
reflects a nearly one-third cut to our January 2022 forecast for this year of 4.1%," Malpas added.
"The surge in energy and food prices, along with the supply and trade disruptions triggered by
the war in Ukraine and the necessary interest-rate normalization now underway, account for
most of the downgrade," the World Bank President further said.
With agency inputs
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Indian Railways on Monday operationalised the ultra-luxury Sir M Visvesvaraya Railway
Terminal in Bengaluru which is built on the scale of international airports.
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The railway station stands out as a benchmark in terms of the amenities: the modern airport-like
architecture, Divyangjan-friendly, environment-friendly features spell out a new era in the history
of Indian Railways in general.
State of the art facilities and a host of amenities at Sir M Visvesvaraya Railway Terminal:
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Aesthetically designed canopy over station building concourse (4200 sqm).

Fully air-conditioned entrance Lobby (900 sqm) – first one in Indian Railways.
Seven Platforms with shelters for passengers and platform lines are provided with CC aprons for
better maintainability and cleanliness.
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Wide Foot over bridge and two subways (with ramps—Divyanjan friendly) connecting all the
platforms. Escalators, Lifts to facilitate passengers movement, besides stairs: Divyang-friendly
Railway Station. One dedicated ticket counter also provided for Divyangjan/differently-abled.
Upper Class Waiting Hall for Ladies & Gents, Reserved Lounge and Food Court area.
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Well marked parking space for 250 four wheelers, 900 Two Wheelers, 50 Auto Rickshaws and
20 Cabs.
A dedicated bus bay - For holding buses to provide a multimodal seamless connectivity to
important places in the city.
Well designed spacious landscape in circulating area.
Recycling plant with capacity of 4 lakh litres of water and rain water harvesting.
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Train Operation Control Panel with electronic interlocking, Service Buildings,
3 Pit Lines for train examination and 120 M long Parcel Siding line.
Railway lines in the Terminal are electrified.
Apart from taking the customer delight to a new level, this station marks a paradigm shift in the
concept of Railway stations: from being a place of train running to a re-imagined space in the
city where transport-commerce-business converge emerging as a hub of multifarious activities
spurring socio-economic progress. This station is the amount the first of its kind in India: fully
centrally air-conditioned railway station.
Apart from taking the customer delight to a new level, this station marks a paradigm shift in the
concept of Railway stations: from being a place of train running to a re-imagined space in the
city where transport-commerce-business converge emerging as a hub of multifarious activities
spurring socio-economic progress.
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This station is the amount the first of its kind in India: fully centrally air-conditioned railway
station.
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NY BILL AIMS TO LIMIT CRYPTO MINERS USING
FOSSIL FUEL-GENERATED POWER
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

FILE PHOTO: A bitcoin representation is seen in an illustration picture taken at La Maison du
Bitcoin in Paris, France, June 23, 2017. | Photo Credit: Reuters
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The New York State Legislature has passed a bill that would impose a two-year moratorium on
the use of fossil-fuel power plants to provide energy to miners of cryptocurrencies like Bitcoin,
but Governor Kathy Hochul's office on Monday said she had not yet decided whether to sign it.
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(Sign up to our Technology newsletter, Today’s Cache, for insights on emerging themes at the
intersection of technology, business and policy. Click here to subscribe for free.)
Cryptocurrency mining requires a lot of electricity to power computer systems that compete to
solve mathematical puzzles to validate blockchain transactions. The miner who solves the
puzzle first is rewarded with cryptocurrency.
The State Assembly passed the bill in April and the Senate passed it late last week. The
governor's office said on Monday she was still weighing whether to sign the bill.
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"There is a balancing act involved here, very much a balancing act," the governor said in a
statement on Monday. "We have to balance protection of the environment, but also protect the
opportunity for jobs that go to areas that don't see a lot of activity, and making sure that the
energy that's consumed by these entities, is managed properly."
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The bill is part of the state's effort to reduce statewide greenhouse gas emissions by 85% by
2050.
Cryptocurrency mining operations "are an expanding industry in the State of New York" that "will
greatly increase the amount of energy usage" in the state, according to the bill.
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To prevent cryptocurrency mining from increasing greenhouse gas emissions, the bill would
impose a moratorium on air permit issuance and renewal for an electric generating facility that
utilises a carbon-based fuel and provides energy used by crytocurrency mining operations.
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The MSP of cotton was raised to 6,080 for medium staple variety from 5,726 per quintal last
year

m

NEW DELHI : The government raised the minimum support price (MSP) for paddy, the main
kharif crop, by 100 per quintal and 13 other summer crops as it sought to boost production amid
a global shortage of foodgrains but stoked fears of further hardening of inflation.
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The MSP for all 14 kharif crops for the 2022-23 season was increased in line with the FY19
Union budget announcement of fixing rates at a level that is at least 50% more than the all-India
weighted average cost of production, the government said.
According to the cabinet decision, the MSP for these crops has been increased in the range of
92-523 per quintal. Sesamum saw the biggest increase at 523 per quintal. Maize received the
lowest hike of 92 per quintal.
Economists said that the hike in MSP will have an adverse impact on food inflation, which
surged to 8.38% in April. Madan Sabnavis, chief economist at Bank of Baroda, estimated the
direct impact on wholesale inflation to be around 0.2%.
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The increase in prices comes at a time the Reserve Bank of India is aggressively raising interest
rates to cool persistently high inflation.
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“The average price hike would be around 5.8% for these commodities. Given a weight of 3.4% in
the overall index, the direct impact on WPI inflation can be around 0.20% if all crops receive the
higher price," Sabnavis added.
The MSP of cotton has been raised to 6,080 for medium staple variety from 5,726 per quintal
last year.
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As far as oilseeds are concerned, the MSP of soyabean has been hiked to 4,300 per quintal
from 3,950 last year, while for sunflower seed, the support price has been raised to 6,400 per
quintal from 6,015.
“The higher increases in MSP have been witnessed in oilseeds and cotton, which are presently
pain points given the high inflation in edible oils and cotton as supplies have been squeezed due
to global and domestic factors. Even in the case of jowar, the increase is high at 8.5%,"
Sabnavis added.
The MSP of paddy and bajra has been increased by 100 per quintal, while tur, urad and
groundnut MSP has been increased by 300 per quintal each.
The MSP of the common grade variety of paddy has been increased to 2,040 per quintal for the
2022-23 crop year from 1,940 per quintal in the previous year.
According to the third advance estimates for 2021-22, the production of foodgrains in the country
is estimated at a record 314.51 million tonnes, which would be higher by 3.77 million tonnes
than the production during 2020-21, the government said.
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The agriculture ministry further said that production during 2021-22 is higher by 23.80 million
tonnes than the previous five years (2016-17 to 2020-21) average production of foodgrains.
The cabinet on Wednesday also approved the transfer of 10 in-orbit communication satellites
from the government to NewSpace India Ltd (NSIL), a public sector enterprise under the
administrative control of the Department of Space. The cabinet also approved increasing the
authorized share capital of NSIL from 1,000 crore to 7,500 crore.
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SAFE FOODS: THE HINDU EDITORIAL ON THE NEED
TO DEVELOP FOOD LABORATORY INFRASTRUCTURE
IN STATES
Relevant for: Indian Economy | Topic: Food processing and related industries in India: scope and significance,
location, upstream and downstream requirements and supply chain management
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Food safety and consumer empowerment are areas in need of constant attention in India, where
enforcement is often lax. But in this, Tamil Nadu deserves credit for finishing at the top among
17 large States for food safety; it was ranked third in the previous edition of the State Food
Safety Index. That Tamil Nadu, with 82 marks, is ahead of Gujarat by 4.5 marks and
Maharashtra by 12 marks, highlights its creditable showing. Developed by the Food Safety and
Standards Authority of India (FSSAI), the Food Safety Index evaluates States and Union
Territories on these parameters, apart from their size: human resources and institutional data;
compliance; food testing – infrastructure and surveillance; training and capacity building, and
consumer empowerment. Tamil Nadu has improved its standing in ‘human resources and
institutional data’, and ‘training and capacity building’. There has been incremental progress in
‘compliance’ (which measures overall coverage of food businesses in licensing and registration),
and ‘food testing’ (which scrutinises availability of adequate testing infrastructure with trained
manpower in the States/Union Territories for testing food samples). The State has performed
marginally lower than what it did last year in ‘consumer empowerment’. But barring Tamil Nadu,
there is nothing for the other southern States to cheer about despite the region being more
advanced than the rest of India in many socio-economic indicators. Kerala, which came second
last time, is now at sixth spot; Karnataka has retained its ninth position; Telangana slipped from
10 to 15 and Andhra Pradesh dropped to the last slot from the penultimate slot in the previous
edition when 20 States were covered, unlike the 17 now. Among Union Territories, Puducherry
rose from seventh to sixth spot.
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But in an area such as food safety, States alone cannot make a big difference without the
support of the Central government. Liberal assistance should be provided to the States and
Union Territories as far as laboratory infrastructure and improvement of manpower, both
technical and non-technical, are concerned. The private sector should come forward in a big
way to have staff trained at their cost and where such persons are used productively for the
purpose. There are inspiring accounts of the participation of some information technology majors
in getting surplus food distributed to the needy, of course with the help of non-governmental
organisations, and this should serve as a lesson to those who are still hesitant to make their
contribution. What every player in the field of food safety should realise is that each one has a
critical role to play, and there has to be collective and well-coordinated action.
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The Centre's plans to create stringent policies against old-polluting cars on India's roads to curb
pollution, is facing some serious challenges. For instance, the Vehicle Scrappage Policy has
received strong opposition from car owners. As per a new survey, the majority of vehicle owners
aren’t interested in trading in their automobiles based on age.
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In a report by Bloomberg news agency, some 57% of 10,543 vehicle owners surveyed by
LocalCircles say whether a car should be removed from service or not should depend on miles
on the odometer rather than age. The government last year mandated that personal vehicles
more than 20 years old and commercial vehicles more than 15 years old will need to undergo
fitness tests in order to remain on the road.
Over half of the vehicle owners said they are planning to reduce the number of cars they own
because they believe India’s cash-for-clunkers policy will make it more expensive to keep an old
vehicle.
The authorities have made auto fitness tests more expensive since April, with owners of cars
that are older than 15 years now having to spend eight times more to renew their registration.
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The agency said that citizens' lack of interest in getting rid of polluting vehicles is a potential
setback for India’s ambitions to turn net carbon zero by 2070.
Besides, automakers also appear to be siding with the public.
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“Age is not a good criteria for scrapping a vehicle," Maruti Suzuki India Ltd. Chairman R.C.
Bhargava said in an interview. “The logic has to be the car’s ability to ply roads safely so it
doesn’t put other road users in danger. A vehicle gets scrapped when the user finds it isn’t
economical to repair it to get a fitness certificate."
Personal vehicles should undergo fitness tests every three years at least, Bhargava said.
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Recycling old cars is crucial for India to cut emissions considering the takeup of electric vehicles
is lagging due to sparse charging networks and the high price of battery-powered transport. The
nation’s Centre for Science and Environment forecasts that by 2025, India will have as many as
20 million old vehicles nearing the end of their lives, causing huge environmental damage.
India needs more large scrapping centers with recycling currently dominated by informal smallscale units. Maruti Suzuki and Toyota Tsusho Corp. have jointly set up a facility with an
investment of 440 million to scrap and recycle over 24,000 end-of-life vehicles annually.
Mahindra MSTC Recycling Pvt., which has a recycling facility in Pune, is building four more
scrapping units in the western state of Maharashtra with a capacity of 40,000 vehicles annually.
(With Bloomberg inputs)
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MINISTER FOR LABOUR & EMPLOYMENT SHRI
BHUPENDER YADAV ADDRESSES PLENARY SESSION
OF INTERNATIONAL LABOUR CONFERENCE OF ILO
AT GENEVA
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Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable
Development

Union Minister for Labour & Employment Shri Bhupender Yadav addressed the Plenary Session
of 110th International Labour Conference (ILC) of ILO at Geneva, today.
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Following is the statement of the Minister, delivered at the ILC:

“India has in recent years, introduced technology and simplified systems with the objectives that
each worker enjoys dignity and choice of employment with social security. Our Government is
providing a unique Universal Account Number to each worker whether in formal or in informal
sector to act as a portable identity for continued enjoyment of rights at work.

IA

For evidence based policy making and to ensure last-mile delivery of services to the workers,
Government of India, has launched surveys on employment demand, migrant and domestic
workers to address the specific needs of such workers in the country.
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Workers in formal sector in India are served by two major tripartite organizations called
Employees’ Provident Fund Organization and the Employees’ State Insurance Corporation.
Both these organisations serve to all kinds of social security benefits including medical
treatment, pension, maternity benefit, unemployment etc.
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India has a comprehensive institutional framework to provide for decent work. Indian Parliament
has recently passed four labour Codes subsuming 29 Central Labour laws which has
modernized and simplified the labour laws which have taken into account the future of work and
issues of informal sector workers. In view of emerging platform economy, gig and platform
workers have been given rights to avail social security benefits for the first time through setting
up of a dedicated Social Security Fund. Adequate arrangements for financing of such schemes
for informal sector workers have been made by way of contribution from Central Government,
provincial Governments, Aggregators and penalties collected.
To address the concerns of informal sector workers, a digital portal in August 2021 was
launched to register such workers with the intention to develop a national database. About 280
million workers’ database has already been created with more than 400 occupations of workers.
The database would lead to better dissemination of social welfare schemes for informal workers.
During Covid-19, India not only provided free vaccination to its entire population, but also
extended free delivery of food and food-grains, health services and assured employment. Under
Mahatma Gandhi National Rural Employment Guarantee programme, about 72 million
households availed work under the scheme from April, 2020 to March, 2021 alone.
During this period, a new Scheme was started to incentivise employers to create new jobs and
to re-employ those who lost their jobs during pandemic period by paying from the budget shares
of both employees’ and employers’ at the rate of 12% of wages. In the same period, cash
transfers were made directly to bank accounts of 200 million women during Covid-19 pandemic
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period.
About 3.2 million street vendors were provided collateral free loans to help them resume their
businesses under Swanidhi Scheme.
India has made significant reforms to improve female labour force participation rate. Duration of
maternity leave increased from 12 weeks to 26 weeks. Provisions for ‘work from home’ and
crèche facility has been made in establishments with 50 or more employees by amending the
existing Act.
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To facilitate safe and orderly migration and for totalization benefit, India supports signing of
labour mobility agreements (LMA) and the social security agreements (SSA). I am happy that
ILO is in support of India’s move and also taken positive steps in this direction.”

****
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Union Minister for Labour & Employment Shri Bhupender Yadav addressed the Plenary Session
of 110th International Labour Conference (ILC) of ILO at Geneva, today.
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Following is the statement of the Minister, delivered at the ILC:
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“India has in recent years, introduced technology and simplified systems with the objectives that
each worker enjoys dignity and choice of employment with social security. Our Government is
providing a unique Universal Account Number to each worker whether in formal or in informal
sector to act as a portable identity for continued enjoyment of rights at work.
For evidence based policy making and to ensure last-mile delivery of services to the workers,
Government of India, has launched surveys on employment demand, migrant and domestic
workers to address the specific needs of such workers in the country.
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Workers in formal sector in India are served by two major tripartite organizations called
Employees’ Provident Fund Organization and the Employees’ State Insurance Corporation.
Both these organisations serve to all kinds of social security benefits including medical
treatment, pension, maternity benefit, unemployment etc.
India has a comprehensive institutional framework to provide for decent work. Indian Parliament
has recently passed four labour Codes subsuming 29 Central Labour laws which has
modernized and simplified the labour laws which have taken into account the future of work and
issues of informal sector workers. In view of emerging platform economy, gig and platform
workers have been given rights to avail social security benefits for the first time through setting
up of a dedicated Social Security Fund. Adequate arrangements for financing of such schemes
for informal sector workers have been made by way of contribution from Central Government,
provincial Governments, Aggregators and penalties collected.
To address the concerns of informal sector workers, a digital portal in August 2021 was
launched to register such workers with the intention to develop a national database. About 280
million workers’ database has already been created with more than 400 occupations of workers.
The database would lead to better dissemination of social welfare schemes for informal workers.
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During Covid-19, India not only provided free vaccination to its entire population, but also
extended free delivery of food and food-grains, health services and assured employment. Under
Mahatma Gandhi National Rural Employment Guarantee programme, about 72 million
households availed work under the scheme from April, 2020 to March, 2021 alone.
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During this period, a new Scheme was started to incentivise employers to create new jobs and
to re-employ those who lost their jobs during pandemic period by paying from the budget shares
of both employees’ and employers’ at the rate of 12% of wages. In the same period, cash
transfers were made directly to bank accounts of 200 million women during Covid-19 pandemic
period.
About 3.2 million street vendors were provided collateral free loans to help them resume their
businesses under Swanidhi Scheme.
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India has made significant reforms to improve female labour force participation rate. Duration of
maternity leave increased from 12 weeks to 26 weeks. Provisions for ‘work from home’ and
crèche facility has been made in establishments with 50 or more employees by amending the
existing Act.
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To facilitate safe and orderly migration and for totalization benefit, India supports signing of
labour mobility agreements (LMA) and the social security agreements (SSA). I am happy that
ILO is in support of India’s move and also taken positive steps in this direction.”
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UNION MINISTER FOR HOME AND COOPERATION,
SHRI AMIT SHAH, HAS WELCOMED THE IMPORTANT
STEPS ANNOUNCED BY RBI TO INCREASE CREDIT
FLOW THROUGH COOPERATIVE BANKS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI
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The Union Minister for Home and Cooperation, Shri Amit Shah, has welcomed the important
steps announced by RBI to increase credit flow through Cooperative Banks. Shri Amit Shah said
that in a span of less than one year, Prime Minister Narendra Modi has taken many historic
decisions for the cooperative sector, which were needed for a long time. On behalf of the
Ministry of Cooperation and crores of people associated with the cooperative sector, I express
my gratitude to Prime Minister Shri Narendra Modi for the decisions that have given new
impetus to the development of this sector.
Many old demands and problems of the cooperative sector have been resolved since the
formation of the new Ministry of Cooperation under the guidance of Union Cooperation Minister
Shri Amit Shah. These decisions will fulfill the long standing demands of Co-operative Banks.
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Shri Amit Shah said that there is immense potential for development and empowerment of
farmers, agriculture and rural areas of the country in the cooperative sector, that is why under
the leadership of Prime Minister Shri Narendra Modi, the Union government is empowering the
cooperative sector with the mantra of 'Sahakar Se Samriddhi' and has been taking many
unprecedented decisions. He said today I am extremely happy to inform that the Reserve Bank
of India has announced three very important policy decisions for the cooperative sector-
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Firstly, the individual housing loan limit for Urban Co-operative Banks has been doubled. With
this decision, the individual housing loan limit for Tier 1 Urban Cooperative Banks (UCBs) has
now been increased from 30 lakh to 60 lakh, for Tier 2 UCB from 70 lakh to 1.40 crore and for
Rural Cooperative Banks (RCBs). The limit has been increased from 20 lakhs and 30 lakhs to
50 lakhs and 75 lakhs respectively.
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In another major decision, Rural Co-operative Banks (RCBs) have been allowed to lend to the
Commercial Real Estate Residential Housing sector, which will increase the scope of our Rural
Co-operative Banks and also give impetus to the resolution of providing affordable houses to the
people.
In the third major decision, now Urban Co-operative banks have been allowed to provide door
step banking facility to their customers like commercial banks. With this decision, cooperative
banks will now get a level playing field in the competitive banking sector and they will also be
able to provide door-to-door banking facilities to customers like other banks. The increase in
credit flow to the housing sector through co-operative banks will lead to an increase in economic
activity, increase capital formation and employment generation, which will have a multiplier
effect on the economy.
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The Union Minister for Home and Cooperation, Shri Amit Shah, has welcomed the important
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steps announced by RBI to increase credit flow through Cooperative Banks. Shri Amit Shah said
that in a span of less than one year, Prime Minister Narendra Modi has taken many historic
decisions for the cooperative sector, which were needed for a long time. On behalf of the
Ministry of Cooperation and crores of people associated with the cooperative sector, I express
my gratitude to Prime Minister Shri Narendra Modi for the decisions that have given new
impetus to the development of this sector.
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Many old demands and problems of the cooperative sector have been resolved since the
formation of the new Ministry of Cooperation under the guidance of Union Cooperation Minister
Shri Amit Shah. These decisions will fulfill the long standing demands of Co-operative Banks.
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Shri Amit Shah said that there is immense potential for development and empowerment of
farmers, agriculture and rural areas of the country in the cooperative sector, that is why under
the leadership of Prime Minister Shri Narendra Modi, the Union government is empowering the
cooperative sector with the mantra of 'Sahakar Se Samriddhi' and has been taking many
unprecedented decisions. He said today I am extremely happy to inform that the Reserve Bank
of India has announced three very important policy decisions for the cooperative sectorFirstly, the individual housing loan limit for Urban Co-operative Banks has been doubled. With
this decision, the individual housing loan limit for Tier 1 Urban Cooperative Banks (UCBs) has
now been increased from 30 lakh to 60 lakh, for Tier 2 UCB from 70 lakh to 1.40 crore and for
Rural Cooperative Banks (RCBs). The limit has been increased from 20 lakhs and 30 lakhs to
50 lakhs and 75 lakhs respectively.
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In another major decision, Rural Co-operative Banks (RCBs) have been allowed to lend to the
Commercial Real Estate Residential Housing sector, which will increase the scope of our Rural
Co-operative Banks and also give impetus to the resolution of providing affordable houses to the
people.
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In the third major decision, now Urban Co-operative banks have been allowed to provide door
step banking facility to their customers like commercial banks. With this decision, cooperative
banks will now get a level playing field in the competitive banking sector and they will also be
able to provide door-to-door banking facilities to customers like other banks. The increase in
credit flow to the housing sector through co-operative banks will lead to an increase in economic
activity, increase capital formation and employment generation, which will have a multiplier
effect on the economy.
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UKRAINE WAR HITS SURAT’S DIAMOND INDUSTRY
HARD
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector
incl. MSMEs and PSUs
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“We import 100% of our raw materials from Russia, Australia and African countries such
asSouth Africa, Zimbabwe and Congo. Seventy-five per cent of the consumption of end products
is by the U.S. directly or indirectly. Due to the problems between Russia and Ukraine, the U.S.
has put a ban on Russian companies. Nearly 27% to 30% of raw materials are from Russia. In
patli size, almost 70% is imported from Russia,” Mr. Navadia says.
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The entire work of small diamond cutting and polishing is done in rural Gujarat. Workers do farm
work in the morning and polish and cut the raw diamond in the evening. “Diamond gets its real
value after our work,” Mr. Patel says, seeking help from the government.
The solitaire stones, which are slightly costly and big, are handled by the processing units in
Surat city.
Nearly 12 lakh people work in this sector apart from about five lakh in rural Gujarat. Nearly 70%
of these workers are from Gujarat followed by workers from Rajasthan, Uttar Pradesh, Bihar and
Kerala.
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Change of vocation

IA

The workforce was mostly from the Patel community earlier. The funding for their work was done
by traders belonging to the Jain community. Now, both communities have a stronghold over the
trade of diamonds.

The new generation is looking for office jobs and other vocations. But Bhavnagar, Amreli,
Junagarh, Rajkot and Surat districts have a huge number of workers. “We have urged the
Centre to intervene. U.S. has banned even Indian products. As U.S. is the main market, we
have to abide by their decisions,” Mr. Navadia, who is also the national treasurer of the Vishwa
Hindu Parishad, says.
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A small processing unit owner who wished not to be named says he had to close down his unit
due to the non-availability of raw material. “I had 70 workers under me. None of them have jobs
now,” he adds.
One interesting factor is that compared with other sectors, demand has increased for diamonds
due to the changing trend of investment among youngsters in the United States.
Increase in demand
“During the COVID-19 pandemic, we were fearing loss of at least 25%. But our exports boomed
during the lockdown. The investment pattern of youngsters in U.S. seems to have changed.
They are buying diamond ornaments using their investment. The demand has increased. It is a
historically golden period for diamond sector,” Mr. Navadia says.
According to the Gems and Jewellery Export Promotion Council, total exports of gems and
jewels was about $37 billion in 2021-22 compared with $27 billion in the previous year.
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“We have unprecedented demand. The Prime Minister himself is taking initiative and he has
promised that there will be a proper policy on value addition in this sector so that 100% benefit
comes to India. The trade war between China and the West is benefiting us. The work has
increased. 400 new factories are now making jewellery,” Mr. Navadia says.
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RUSSIA DELIVERS MORE EFFICIENT NUCLEAR FUEL
FOR KUDANKULAM
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

The economic efficiency of Kudankulam nuclear project is set to increase due to the longer fuel
cycles.A. ShaikmohideenFile Photo
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Rosatom State Corporation of Russia has supplied the first batches of more reliable and costefficient nuclear fuel over the existing one, the TVS-2M nuclear fuel, to India for the Units 1 and
2 of Kudankulam Nuclear Power Plant (KNPP), the company said in a statement on Friday.
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Once the new TVS-2 M fuel is used in the next refuelling, the reactor will start operations with
the 18-month fuel cycle. It means the reactor, which has to be stopped for every 12 months for
removing the spent fuel and inserting the fresh fuel bundles and allied maintenance, will have to
be stopped for every 18 months.
“Thus, TVEL has fulfilled the agreement with Nuclear Power Corporation of India Limited
(NPCIL) on implementation of a comprehensive engineering project, including introduction of
TVS-2M nuclear fuel and elongation of the fuel cycle from 12 to 18 months for both VVER-1000
reactors,” it stated.
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Compared to the current fuel model, the TVS-2M fuel assemblies have a number of advantages
making them more reliable and cost-efficient, according to Rosatom. Firstly, it is the rigidity of a
bundle. Because of the welded frame, the fuel assemblies in the reactor core retain their
geometry. The spacer grids protect the fuel rod cladding from fretting wear and the additional
spacer grid makes the fuel assemblies more vibration-resistant.
Secondly, the new fuel has increased uranium capacity — one TVS-2M assembly contains 7.6%
more fuel material as compared to the earlier fuel bundles. In addition, the special feature of the
Kudankulam fuel in particular is the new generation anti-debris filter protecting bundles from
debris damage, which may be caused by small-sized objects in the reactor core, the statement
explained.
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Operation in longer fuel cycles also enhances the economic efficiency of a plant: As reactors
have to undergo stoppage and refueling less frequently, the power units can produce more
electricity. Besides, the plant needs to buy less fuel, and as the result, has to deal with smaller
amounts of spent fuel.
Russia is building the KNPP under an Inter-Governmental Agreement (IGA) of 1988 and follow
on agreements in 1998 and 2008. The first stage, consisting of power units No. 1 and No. 2, was
commissioned in 2013 and 2017, respectively. Power units No. 3, 4 and No. 5, 6 are are
currently under construction.
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MINT
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

The Securities and Exchange Board of India (Sebi) on Friday cautioned investors against
dealing with unregulated algorithmic trading platforms and also asked them to be wary of
sharing sensitive personal information on such platforms.
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“It has come to the notice of the Sebi that many unregulated platforms are offering investors
algorithmic trading services/facilities to automate their trades. Strategies are being marketed
with “claims" of huge return on investment along with “ratings" assigned to the strategies and
claims that similar returns would be earned in the future. Investors are cautioned that these
platforms are unregulated and thus there is no investor grievance redressal mechanism covering
their activities," the regulator said.
Essentially, algorithmic trading is a process for executing orders utilizing automated and preprogrammed trading instructions to account for variables such as price, timing and volume. An
algorithm is a set of directions for solving a problem. Computer algorithms send small portions of
the full order to the market over time. Algo trading is a technology platform that allows
institutional investors to make trades rapidly, with the aim of gaining a nanosecond advantage.
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In December, the market regulator floated a discussion paper on algorithmic trading by retail
investors to limit the emergence of unregulated algorithms and their use by retail investors. This
came in the wake of a lot of retail clients losing a lot money because of the false promises made
by vendors.
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“Stock brokers need to take approval of all algos from the exchange. Each algo strategy,
whether used by a broker or a client, has to be approved by exchange," said the market
regulator.
Log in to our website to save your bookmarks. It'll just take a moment.
Oops! Looks like you have exceeded the limit to bookmark the image. Remove some to
bookmark this image.
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INDIA IS NOT THE FASTEST GROWING BIG ECONOMY
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Inflation & Monetary Policy

‘The annual estimates given now are provisional’ | Photo Credit: Getty Images/iStockphoto
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The Provisional Estimates of Annual National Income in 2021-22 just released show that GDP
grew 8.7% in real terms and 19.5% in nominal terms (including inflation). It makes India the
fastest growing major economy in the world. Further, the real economy is 1.51% larger than it
was in 2019-20, just before the novel coronavirus pandemic hit the world. In nominal terms it is
higher by 17.9%. These numbers imply that the rate of inflation was 10.8% in 2021-22 and
16.4% between the two years, 2019-20 and 2021-22.
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This picture implies almost no growth and high inflation since the pre-pandemic year. So, the tag
of the fastest growing economy means little. If an economy drops sharply and then rises equally
fast to reach its earlier level, that cannot be taken as an indication of a rapidly growing economy.
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The quarter to quarter growth currently may give some indication of the present rate of growth.
In 2020-21, the quarterly rate of growth increased through the year. In 2021-22, the rate of
growth has been slowing down. Of course in 2020-21, the COVID-19 lockdown had a severe
impact in Q1 (-23.8%); after that the rate of growth picked up. In 2021-22, the rate of growth in
Q1 had to sharply rise (20.3%). Ignoring the outliers in Q1, growth rates in 2021-22 have
sequentially petered out in subsequent quarters: 8.4%, 5.4% and 4.1%. True, the last quarter
(January-March 2022) data was impacted by the Omicron-related lockdowns in January and
February. It was further impacted in March by the supply disruptions following the war in Ukraine
and the severe COVID-19 lockdown in China. Going forward, while the lockdown in China is
over, the war-related impact is likely to persist since there is no end in sight. Thus, price rise and
impact on production are likely to persist. The rapid rise in prices will impact demand from the
vast majority of citizens who are losing out. That will reduce growth further.
More worryingly, the issue is about correctness of data. The annual estimates given now are
provisional since complete data are not available for 2021-22. They may be better than the
second advance estimates released three months ago as more data become available. There is
a greater problem with quarterly estimates since very limited data are available for estimating it.
So, the data for the fourth quarter of 2021-22 released now is even more problematic
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The first issue is that during 2020-21, due to the pandemic, full data could not be collected for
Q1. Further, for agriculture, quarterly data assumes that the targets are achieved. But in Q1, a
lot of fruits, vegetables, flowers, milk and poultry products could not come to the market, and
rotted and wasted. This is more than 50% of the agriculture output. Thus, the growth rate of
agriculture was certainly less than the official figure of 3%.
Agriculture is a part of the unorganised sector. Very little data are available for it but for
agriculture — neither for the quarter nor for the year. It is simply assumed that the limited data
available for the organised sector can be used to act as a proxy. In other words the nonagriculture unorganised sector is represented by the organised sector. The data for the full
organised sector are also not available so ‘high frequency’ data (listed in the press note) are
used. For instance, Goods and Services Tax (GST) collection data are used. But, it is well
known that GST is collected almost entirely from the organised sector. In brief: very little data
are available for quarterly estimates; and even less is available for the unorganised sector.
Since the same method is used to estimate the annual growth rate the errors get repeated.
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If better data became available after the shock of the lockdown, and it got used, there should be
substantial revision in the previous year’s quarterly data. But if one compares the Q1 2020-21
data in the latest release with the data released in May 2021, the change is 0.3%. Does this
imply that the high frequency data used is very well able to predict quarterly GDP? This is
unlikely to be the case when a shock is administered to the economy which changes the
parameters of the economy. The data remaining largely unchanged implies that the same error
is being carried forward.
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The quarterly data is added up to yield the annual total. If a better method was used to estimate
the annual data, it should not equal the sum of the quarterly data which as argued above is
estimated on the basis of a limited data set. The implication is that the errors in the quarterly
data are repeated in the annual data.
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The method using the organised sector to proxy the unorganised non-agriculture sector may
have been acceptable before demonetisation (2016) but is not correct since then. The reason is
that the unorganised non-agriculture sector suffered far more than the organised sector and
more so during the waves of the pandemic. Large parts of the unorganised non-agriculture
sector have experienced a shift in demand to the organised sector since they produce similar
things. This introduces large errors in GDP estimates since official agencies do not estimate this
shift. All that is known is that the Micro, Small and Medium Enterprises (MSME) sector has faced
closures and failures.
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If GDP data are incorrect, data on its components — private consumption and investment —
must also be incorrect. Most often, ratios are applied to the GDP to estimate them. But, if the
GDP is in error, then the ratios will yield erroneous results. The other main components —
government and external trade — may be assumed to be reasonably accurate even though this
data is revised over several years.
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Further, the ratios themselves would have been impacted by the shock of the lockdown and the
decline of the unorganised sectors. Additionally, private consumption data is suspect since
according to the data given by the Reserve Bank of India which largely captures the organised
sector, consumer confidence throughout 2021-22 was way below (not marginally lower) its prepandemic level of 104 achieved in January 2020. So, consumption could not have come close to
its pre-pandemic level.
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In brief, neither the total nor the ratios are correct. Clearly, consumption and investment figures
are over-estimates and very likely because the decline in the unorganised sectors has not been
captured.
In the best possible scenario, let us assume that the organised sector (55% of GDP) and
agriculture (14% of GDP) are growing at the official rate of growth of 8.2% and 3%, respectively.
Then, they would contribute 4.93% to GDP growth. The non-agriculture unorganised component
is declining for two reasons: first, the closure of units and the second the shift in demand to the
organised sector. Even if 5% of the units have closed down this year and 5% of the demand has
shifted to the organised sector, the unorganised sector would have declined by about 10%; the
contribution of this component to GDP growth would be -3.1%.
Based on the above assumptions, the GDP for 2021-22 would have grown by only 1.8%, and
not 8.7%, and it would be less than the pre-pandemic GDP of 2019-20 by 4.92%. Clearly,
recovery is incomplete and India is not the fastest growing big economy of the world.
Arun Kumar is a retired Professor of Economics at the Jawaharlal Nehru University. He is also
the author of ‘Indian Economy’s Greatest Crisis: Impact of the Coronavirus and the Road
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MINT
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI
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India's vast scope has made the country well poised for becoming the front runner in the nonfungible tokens (NFT) space. NFTs are unique, unlike other cryptocurrencies that are fungible.
NFTs are the cryptographic assets on a blockchain that are not exchangeable because of their
nature of being distinguished from each other. That said, NFTs are not interchangeable with any
other crypto avenues.
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Abhay Agarwal, founder, and CEO of Colexion which is Asia's Largest blockchain-based NFT
marketplace, said India has been home to one of the strongest IT and Communications
landscapes, globally. Extrapolating its mettle, it is also emerging as the front runner in the NFT
space.
Notably, there are about 11 NFT companies headquartered in India, closely lagging the US and
Singapore.
As per Agarwal, the country's NFT marketplaces form 5.02% of the total NFT companies in the
world.
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He said, " India has always been a powerhouse of creativity and talent. NFTs provide the
appropriate and seamless reach for artists to showcase their work digitally, at a much larger
scale."
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Data from Chainalysis Inc showed that central and southern Asia have e emerged as global
leaders in web traffic to NFT marketplaces, accounting for 35% of the $22 billion in the global
trade of NFTs.
"Web3.0 and Metaverse are ushering in a new era for web users, crypto assets, and
blockchain," Agarwal said.
Last year, WazirX launched South Asia's first NFT marketplace and 15 NFT creators, pan-Asia.
In Agarwal's opinion, this encouraged the nation’s participation in crypto assets and NFTs. The
minimal gas fees on the NFTs were the icing on the cake for existing and potential creators.
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Indian investors have shown promising interest in the NFT marketplace. There is an urge to
explore and invest in NFTs.
The country was ranked fifth in the world in terms of Google searches related to NFT keywords,
with more than 3.5 million searches emerging during the 12 months of study.
Further, the Colexion CEO said 2021 witnessed a boom in NFTs with prominent figures and
icons from the entertainment to the sports community launching their own collections, providing
impetus to this digital token. Celebrity-led NFTs have already amassed a growing interest from
their fans who wish to lay their hands on the memorabilia, interact, and engage with their role
models.
"NFT marketplace in India has the scope to trade and transfer ownership at a global level as the
industry continues to boom. NFTs are gaining momentum since it provides fans with rare digital
assets and enables the creators to monetize their art. The other reason why NFTs are
experiencing an uptick in the fact that the values appreciate over a period of time and are not
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impacted by any underlying volatile market-linked assets," Agarwal added.
Meanwhile, Ramkumar Subramaniam, CEO & Co-founder, GuardianLink said, "Indian is now
ready to embrace any new big tech development and NFTs are surely a part of the list. Indian
has all the credentials it takes to become one of the most important markets for NFTs."
GuardianLink, a no-code NFT (Non-Fungible Token) platform, enables creators, artists, brands,
and celebrities worldwide, to mold their NFTs with their own launchpads.
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According to Subramaniam, India is hugely populous and right now, the fact that India is bigger
than Germany when it comes to automobiles is a resounding testimony to the increase of
consumers in India. India is also a land of creators and artists. This should be another factor that
fuels the growth of NFTs, not only from the adoption/purchase perspective but also from a
creation perspective.
Further, Subramaniam pointed out that , India is also the home to a lot of big brands and globally
renowned celebrities. This would be another factor that will catalyze NFT growth. To bridge the
gap between creation and consumption, India also has a highly skilled workforce of information
technology/software development professionals, making it an ideal place for NFT companies
mushrooming.
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" I think we can safely assume that the 3rd place that India occupies right now is an interim
position. It is bound to get better exponentially in the coming years if not months," GuardianLink
CEO added.
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Lastly, Subramaniam concluded, "The enviable third position held by India in terms of a number
of NFT companies is bound to attract investors as well. Maybe, the climate is not perfect for
blockchain and its offshoots but once the dust settles, India is looking at quite a fruitful,
promising, and lucrative market for the creation, consumption, and enablement of NFTs."
As per Crypto Slam data, global NFT sales stood at $371.43 million so far in June. This month,
up till now, there have been 305,290 unique buyers and 641,240 unique sellers.
In May, global NFT sales stood at $3.067 billion, while the sales were at $3.715 billion in April,
the data showed.
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On Saturday, the NFT collections and individual assets market cap stood at around $12.22
billion down by 4.66%. The sales volume of this market declined 2.5% to $11.13 million, as per
CoinMarketCap's real-time performance. Top NFT collections namely Bored Ape Yacht Club,
Otherdeed for Otherside, CryptoPunks, Clone X, and We Are All Going To Die - traded
marginally up. These top collections are powered by Ethereum.
Log in to our website to save your bookmarks. It'll just take a moment.
Oops! Looks like you have exceeded the limit to bookmark the image. Remove some to
bookmark this image.
Your session has expired, please login again.
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Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting

GST anti-profiteering watchdog National Anti-profiteering Authority (NAA) is set to be subsumed
into the regulatory ecosystem of the Competition Commission of India (CCI), with no extension
being planned for NAA beyond November when its term ends
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NEW DELHI : GST anti-profiteering watchdog National Anti-profiteering Authority (NAA) is set to
be subsumed into the regulatory ecosystem of the Competition Commission of India (CCI), with
no extension being planned for NAA beyond November when its term ends.
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The plan for subsuming NAA into CCI stays, and no extension is being discussed, said a
government official, who asked not to be named. NAA, set up in 2017, was given two
extensions.
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The regulatory functions of the anti-profiteering watchdog and its investigation arm will in some
form continue under CCI, said a second official, who also spoke on condition of not being
named. The move indicates the belief among policymakers that continuing with a standalone
body for checking GST-related profiteering practices by businesses may no longer be required
when a specialized body with legal and economic expertise, CCI, can protect consumer interest
in such cases. This move will reduce the multiplicity of regulators.
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Besides, the medium-term GST policy goal is to rationalize rates to mitigate the erosion of the
tax base due to multiple rate cuts over the last five years. The role of the profiteering watchdog
is relevant when tax rates are lowered, and it has to be ensured that the benefit of rate reduction
immediately reaches the consumers. It has little to do when rates go up.
However, authorities are still getting several complaints relating to the early years of GST,
alleging that the benefit of input tax credit that became available to businesses in the new
indirect tax regime has not been fully passed on to consumers. Investigating and adjudicating on
these would warrant the continuation of the anti-profiteering regulatory architecture, said a third
person, who also spoke on the condition of anonymity.
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Anti-profiteering provisions in GST law have faced challenges in their implementation, given that
companies have the pricing freedom in a free-market economy and nothing prevented them
from raising the price exclusive of taxes. The plan is to transfer cases with the NAA to CCI after
its term ends.
Sectors that faced NAA’s regulatory action most were eateries, cinemas, real estate and fastmoving consumer goods. In many cases, especially of real estate firms, the regulator ordered
the business to return the allegedly overcharged amounts to the consumer.
For businesses, the challenge has been the absence of any sector-specific guideline and
standard operating procedures for computing the commensurate reduction in prices of goods or
services warranted by a GST rate reduction or grant of any previously unavailable input tax
credit benefit.
Since raw materials procured in bulk are used across different products in many industries,
accurately apportioning the tax benefit to be passed on to consumers on each of those products
has been a tough task for businesses. An email sent to the finance ministry, the NAA, and the
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GST Council on Friday seeking comments on the story remained unanswered at the time of
publishing.
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TACKLING THE CRISIS OF RISING GLOBAL FOOD
PRICES
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Inflation & Monetary Policy

‘There is a need to strengthen and rejuvenate the global agri-research system’ | Photo Credit:
Getty Images/iStockphoto
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Global food prices are characterised by year-to-year volatility and periodic sharp spikes. While
year-to-year volatility is easily managed by most countries through changes in their trade and
domestic policies, it is steep and severe periodic price shocks that can lead to some sort of a
crisis at the global and national levels. The crisis can emerge in the form of food shortages,
trade disruptions, a rise and spread in hunger and poverty levels, a depletion of foreign
exchange reserves for net food importing countries, a strain on a nation’s fiscal resources due to
an increase in spending on food safety nets, a threat to peace, and even social unrest in some
places. Because of these widespread ramifications of food price shocks, it becomes imperative
to understand the real causes of such shocks and devise effective mechanisms to deal with
them.
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Historical data on food prices compiled by international agencies such as the Food and
Agriculture Organization of the United Nations, the World Bank/International Monetary Fund
show that since the onset and the adoption of Green Revolution technology in the early 1960s,
the world has been struck thrice by food price crises. The first shock was experienced during
1973-76 when the food price index (based on prices in U.S. dollars) doubled in nominal terms
and increased by one third in real terms compared to the pre-shock average of four years. This
shock moved up the nominal prices of commodities (including food) into a new trajectory.
However, for the next two decades, food prices in real terms followed a declining trend and were
at their lowest around 2002. After this, nominal as well as the real prices of food began rising;
this momentum built up to culminate in the next food price crisis of 2008, which was further
intensified by 2011. While the price shock began softening after 2014, food prices did not move
back to their pre-2006 level. The lull in global food prices stayed for a short duration, from 2015
to 2019, and food prices again began moving above the trend by the third quarter of 2020. This
time the increase in the food price index happened very quickly and it turned out to be very big it has taken the food price index to its historically highest level.
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This increase in global food prices which manifested itself in the three food price crises since the
1960s offers some pertinent lessons for global food systems and the international community.
All the three food price crises during 1973-1976, 2007-12, and the recent one which began
towards the end of 2020 have one thing in common — they were triggered by factors outside
agriculture. They were not caused by any serious shortfall in agriculture production. Second, the
interval between two consecutive price shocks has narrowed down considerably and the
severity of shock is turning stronger.
Let us return to the recent spike in food prices which has been triggered by supply disruptions
due to COVID-19 and further aggravated by the Russia-Ukraine war. Some other important
factors that have also contributed to a rise in food prices and the build-up of price shocks can be
discerned from the trade patterns and composition of the usage of food commodities.
The current food price spike first began in vegetable oils and then expanded to cereals. The
trade patterns of these commodities show that around 38% of the vegetable oil produced and
consumed is globally traded. In the case of wheat, dependence on trade to meet global demand
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forms 25%, while only one tenth of rice output or consumption is traded. Trade dependence for
maize is 16%. It is evident then that the effect of global trade disruption will be higher for
commodities that are traded more and vice-versa.
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Another factor underlying the rising trend and spikes in food prices is the diversion of food for
biofuel needs. The proportion of vegetable oil used for biodiesel increased from 1% in 2003 to
11% in 2011; it went up to more than 15% in 2021. This is further related to energy prices. When
crude prices increase beyond a certain level it becomes economical to use oilseeds and grains
for biodiesel and ethanol, respectively. The second reason for the use of food crops for biofuel is
the mandates to increase the share of renewable energy resources.

S.
co

Food prices are also expected to go up in the current and next harvest season because of an
increase in the prices of fertilizer and other agrochemicals. The international price of fertilizer
has increased by 150% between April 2021 and April 2022. The international price of a bag of
urea (50 kg) has increased from less than 1,000 to more than 3,000 in the last 15 months.
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Export and import in the agriculture sector constituted 13% of gross value added in agriculture
during 2020-21. Therefore, some transmission of an increase in global prices on domestic prices
is inevitable. (Transmission of international prices to domestic prices can be prevented only if
there is no trade.) This transmission of global prices to the domestic market can be moderated
through trade policy and other instruments. This is precisely what India has been doing to
balance the interests of producers and consumers and in protecting the economy against
excessive volatility in international prices. When international prices go too low, India has checks
on cheap imports to protect the interests of producers; and when international prices go too
high, the country liberalises imports and imposes checks on exports to ensure adequate
availability and reasonable food prices for domestic consumers. The policy of having a buffer
stock of food staples has also been very helpful in maintaining price stability especially in the
wake of global food crises.
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The importance of agriculture exports to mop up food and agriculture surplus from the country is
increasing. Ongoing trends in domestic demand and supply imply that India will be required to
dispose of 15% of its domestic food output in the overseas market by 2030. This is more than
double the current ratio of export to output. This underscores the need to maintain India’s image
as a reliable and credible exporter. However, it is important to differentiate between the two
situations: disturbing normal export and regulating exports exceeding the normal level.
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The recent ban on wheat exports and restrictions on the export of other food commodities by
India need to be seen in the light of an abnormal situation created by spikes in international
prices. Some experts see it as a setback to India’s image as a reliable exporter as this move is
seen to disrupt (regular) export channels. A closer examination of data reveals that India’s action
to ban or restrict food exports is not disrupting its normal exports. India was a very small
exporter of wheat, with its share in global wheat trade ranging between 0.1% to 1% during 201516 to 2020-21. Despite the ban, the export of wheat this year will be much higher than the
average wheat export from India in recent years.
The international market is looking for around 50 million tonnes of wheat to compensate for the
disruption in wheat exports from Russia and Ukraine. This is close to half the wheat production
in the country and more than two-thirds of the wheat that comes to the market. If India had not
imposed a ban on wheat export, it would have resulted in a severe shortage of wheat within the
country. No responsible country would jeopardise its own food security by allowing excess
exports.
India should continue with a policy of strategic liberalisation, as followed in the past, to balance
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the interests of producers and consumers. The policy of buffer stock has also been very helpful
in maintaining price stability in the face of global price shocks.
The Green Revolution technology which spread in developing countries from the 1970s to the
1990s helped in keeping food prices low and relatively stable. As the steam of Green Revolution
technology slowed down with the start of the 21st century, food prices began increasing in real
terms. At the same time, the resilience of the food sector against price shocks has also
weakened.
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The world requires new breakthroughs such as Green Revolution technology, for large-scale
adoption in order to enable checks on food prices rising at a faster rate. This in turn requires
increased spending on agriculture research and development (especially by the public sector
and multilateral development agencies). There is a need to strengthen and rejuvenate the global
agri-research system under the Consultative Group on International Agricultural Research
(CGIAR) which is heading towards disarray.
Biofuel protocols have contributed to the global food crisis for the second time in the last 15
years. Diversion of land under food crops and food output for biofuel should be carefully
calibrated with implications for food availability. In most cases it requires serious rethink.
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The last three food price crises were primarily caused due to an increase in energy prices and
disruptions in the movement of food across borders. Factors related to climate change are going
to be an additional source of supply shocks in the years ahead. Therefore, the global community
must plan to have a global buffer stock of food in order to ensure reasonable stability in food
prices and supply.
The situation requires coordinated and timely action by the global community.
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Ramesh Chand is Member, NITI Aayog. The views expressed are personal

cr

Our code of editorial values

END
Downloaded from crackIAS.com
© Zuccess App by crackIAS.com

Page 59
Source : www.thehindu.com

Date : 2022-06-15

UNEMPLOYMENT HAS DECREASED, SAYS LATEST
LABOUR FORCE SURVEY
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable
Development
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The unemployment rate saw a decrease of 0.6% and fell to 4.2% in 2020-21, compared with
4.8% in 2019-20, according to the Periodic Labour Force Survey (PLFS) for 2020-21 released
by the Ministry of Statistics and Programme Implementation here on Tuesday.
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This means that only 4.2% of adults who looked for jobs could not get any work in rural and
urban areas of the country in 2020-21.
Rural areas recorded an unemployment rate of 3.3% and urban areas recorded an
unemployment rate of 6.7%.
The National Statistical Office (NSO) uses “rotational panel sampling design” in urban areas to
assess the Labour Force Participation Rate (LFPR), Worker Population Ratio (WPR) and the
unemployment rate, and visits selected households in urban areas four times. There was,
however, no revisit for the rural samples.

First-stage sampling
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The sample size for the first visit during July 2020-June 2021 in rural and urban areas was
12,800 first-stage sampling units (FSU) in 7,024 villages and 5,776 urban frame survey blocks.
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Out of this, 12,562 FSUs (6,930 villages and 5,632 urban blocks) were surveyed for canvassing
the PLFS schedule.
“The number of households surveyed was 1,00,344 (55,389 in rural areas and 44,955 in urban
areas) and number of persons surveyed was 4,10,818 (2,36,279 in rural areas and 1,74,539 in
urban areas),” the Ministry said in a release.
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The LFPR, the percentage of persons in the labour force (that is, working or seeking work or
available for work) in the population was 41.6% during 2020-21. It was 40.1% in the previous
year. The WPR was 39.8%, an increase from 38.2% of the previous year. WPR is defined as the
percentage of employed persons in the population.
Migrants are defined in the survey as a household member whose last usual place of residence,
at any time in the past, was different from the present place of enumeration. The migration rate,
according to the survey, is 28.9%. The migration rate among women was 48% and 47.8% in
rural and urban areas, respectively.
Rural jobs
Experts point out that a second visit to the households in rural areas could have provided a
bigger and larger picture of unemployment, which did not happen in the survey.
“Overall, the report suggests shifting the government’s policy directions as it has become more
rural centric. Creation of rural jobs other than in the agricultural sector and MGNREGA
(Mahatma Gandhi National Rural Employment Guarantee Act) could be priorities for the
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government at the Union and State levels,” Sridhar Kundu, senior research analyst at the Indian
School of Business, said.
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Several Indian ecosystems have risen in the global start-up ecosystem rankings, most notably
Delhi, according to a report. Delhi is 11 places higher than in 2021, entering the top 30 for the
first time at 26, says a report by Startup Genome, a policy advisory and research organization
for public and private organizations.

S.
co

Bangalore, the Indian city which is home to the R&D centers of some of the world’s most famous
tech companies, including Amazon, Microsoft, Facebook, and Google, has moved up one place
from last year, to 22.
“India has seen a rapid rise in the number of large exits and early-stage rounds, and a
substantial increase in Ecosystem Value. The nation produced 44 unicorns in 2021, and exits
rose to $14 billion — a 10-fold increase over 2020. Delhi and Mumbai joined Bangalore in the
top 40," the report said.
On the other hand, China’s ecosystems suffered a decline in the ranking. The performance of
Chinese startup hubs is declining for the first time since the global startup ecosystem ranking
report has been published. Eight of the 13 cities studied fell in this year’s rankings.
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"China, is experiencing the impact of government regulation. In 2021, Beijing cracked down on
companies over issues including anti-competitiveness and data privacy. Global investors
suffered when the Chinese government went after its Edtech industry in July, and it raised
constraints on overseas IPOs in December, the report said.
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Beijing has dropped one place, with Boston taking its former place at 4. Silicon Valley has been
ranked 1, followed by New York City and London tied at 2, Boston at 4, and Beijing at 5.
But China remains a startup powerhouse — venture investment in 2021 rocketed above $130
billion, according to Bloomberg, says the report.
Other findings from the report:
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A record 540 companies achieved unicorn status in 2021, up from 150 in 2020.
Seoul entered the global top 10 ecosystems for the first time, up six places from 16 in 2021 and
20 in 2020.
Helsinki has risen more than 20 places from last year, joining the runners-up category at joint
#35.
In 2021, Brazil saw 237% growth in the dollar amount of Series B+ rounds compared to 2020.
The nation’s total exit amount for 2021 was $49 billion, a huge leap from $1 billion in 2020.
Asia experienced a 312% increase in the dollar amount of exits over $50 million from 2020 to
2021.
In 2021, the dollar amount of exits in London grew 413% from 2020. The ecosystem’s Series B+
rounds increased 162% in terms of dollar amount from 2020, and it saw 55% more $50 million+
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exits in 2021 versus 2020.
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In their bid to contribute to India’s energy and mobility transition, public sector oil marketing
companies (OMC) are focusing on setting up electric vehicle (EV) charging corridors along
major national highways.
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The companies will set up EV charging infrastructure along 8-10 major national highways by
2025, said two officials with knowledge with the development. The charging infrastructure will be
part of an OMC plan to set up around 20,000 charging stations across by 2025.
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“The companies have taken sites on lease or are in the process of taking these sites on lease,"
said one of the officials mentioned above, adding that the ministry of petroleum and natural gas
has also asked the OMCs to take up EV infra projects at existing retail outlets along highways.
The official further said that out of the 20,000 planned charging stations, the government-owned
OMCs have already completed setting up 8,000 and issued tenders for more. These charging
stations are mostly being set up in their fuel pump stations.
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Noting that the setting up of the infrastructure is contingent on adequate electricity supply,
another official said: “It depends on the feasibility, because, if they (charging stations) are in farflung areas, connectivity and availability of electricity connections reliability (are required)...But
we are working. We aim that EV charging stations should be there at all our major connecting
national highways."
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The Delhi-Jaipur Expressway, Mumbai-Pune Expressway and the upcoming Mumbai-Nagpur
Expressway are among the highways to be equipped with EV charging infra, the official said.
In response to a query, Bharat Petroleum Corporation Ltd (BPCL), one of three OMCs, said:
“BPCL is very active in setting up the EV infra along the highways and recently we have
launched EV Fast-Charging Corridors along the 900 KM long Chennai-Trichy-Madurai highway."
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Queries sent to the ministry of petroleum and natural gas and the other two OMCs, Indian Oil
Corporation Ltd and Hindustan Petroleum Corporation Ltd (HPCL), remained unanswered till
press time.
The growth in EVs and allied infrastructure has gathered pace in the past few year with the
government’s push for energy transition and e-mobility. Prime Minister Narendra Modi’s
commitment at the COP26 summit in Glasgow last November that India will meet 50% of its
energy requirements from renewable energy by 2030 has accelerated the transition process
both among the public sector and private sector companies.
In December 2021, the union minister for road transport and highways Nitin Gadkari told
Parliament that charging stations have been included as part of wayside amenities (WSAs)
being awarded by the National Highways Authority of India (NHAI) and that this will be followed
in all existing and upcoming highways.
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The Reserve Bank of India (RBI) on Friday released 'Payments Vision 2025' for India aiming to
provide every user with safe, secure, fast, convenient, accessible, and affordable e-payment
options. During this vision period, RBI aims to achieve a more than 3 times rise in digital
payment transactions. UPI system is expected to register average annualised growth of 50%
during the period.
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In its statement, RBI said the Payments Vision 2025 document is presented across the five
anchor goalposts of Integrity, Inclusion, Innovation, Institutionalisation, and Internationalisation.
Resilience to operational and security concerns would continue to be at the heart to withstand
and recover from the evolving threat landscape. The integrity of payment systems shall be nonnegotiable for buttressing customer confidence.
"With the change/shift in customer behaviour towards embracing digital and touchless modes of
payments, partly due to the CoVID, there is a spike of 50% in mobile banking users, indicating
the inclusion of first-time users into the digital fold. The challenge to make this an irreversible
shift, eventually seeking convenient and tailored payment solutions, would be pursued," RBI
added.
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Taking into consideration the current geopolitical developments across the world, the Payments
Vision 2025 document also seeks to address the potential risks arising out of any adverse
situation that may arise.
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RBI has proposed various initiatives under the five goalposts. And through these initiatives, RBI
aims to achieve ten expected outcomes during the Vision period.
These are:

1. Volume of cheque-based payments is expected to be less than 0.25% of the total retail
payments.
2. More than 3x increase in the number of digital payment transactions.
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3. UPI to register average annualised growth of 50% and IMPS / NEFT growth rate of 20%.
4. Increase of payment transaction turnover vis-à-vis GDP to 8.
5. Increase in debit card transactions at PoS by 20%.
6. Debit card usage to surpass credit cards in terms of value.
7. Increase in Prepaid Payment Instruments (PPIs) transactions by 150%.
8. Card acceptance infrastructure to increase to 250 lakh.
9. Increase of registered customer base for mobile-based transactions by 50% CAGR.
10. Reduction in Cash in Circulation (CIC) as a percentage of GDP.
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RBI said, "Over 26 crore digital payment transactions are processed daily by our payment
systems, of which Unified Payments Interface (UPI) system itself processes more than twothirds."
Furthermore, RBI added that India is the world’s largest recipient of inbound remittances.
Enhanced interest evinced by major countries across the globe in India’s UPI could accelerate
growth in trade and commerce with partnering countries while reducing the speed and cost of
remittances. With India's outbound tourists exploding, proliferation of India’s payment products
abroad would provide a seamless experience to Indian travelers.
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Payments Vision 2025 leverages India’s efforts and builds on the focus of the G-20 to enhance
cross-border payments by addressing the four key challenges of cost, speed, access, and
transparency.
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400 UNDER SCANNER FOR HELPING CHINESE FIRMS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

The Union government has recommended disciplinary action against 400 chartered accountants
(CAs) and company secretaries (CSs) for their alleged role in incorporating Chinese shell
companies in metropolitan cities by flouting norms and rules, The Hindu has learnt.
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The stringent action is among a series of measures taken by the government against Chinese
business entities after the 2020 Galwan incident when 20 soldiers were killed in clashes with the
Chinese People’s Liberation Army (PLA).
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Though the Foreign Direct Investment (FDI) from Chinese companies has come to naught in the
past two years due to various regulatory measures initiated by the government, the trade
between the two countries hit a record $125 billion last year. In April-June 2020, FDI from China
(counted from the year 2000) stood at Rs. 15,422 crore while in the first quarter of 2022 it has
come down to Rs. 12,622 crore, according to Department for Promotion of Industry and Internal
Trade (DPIIT) data.
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A senior government official told The Hindu that the CAs and CSs against whom disciplinary
action was initiated had helped incorporate a large number of Chinese-owned or Chinese-run
shell companies without adequate compliance of rules and law. The Ministry of Corporate Affairs
(MCA) recommended the action after receiving inputs from financial intelligence units in the past
two months. A Ministry spokesperson did not comment.
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The Institute of Chartered Accountants of India (ICAI), a statutory body that regulates the
profession of chartered accountancy in the country, said in a statement to The Hindu that the
“Disciplinary directorate of ICAI is in receipt of complaints from office of various Registrar of
Companies across the country against CA professionals for their involvement in relation to
companies alleged to be linked with Chinese nationals.”

cr

“The said complaints are being processed in terms of the Chartered Accountants (Procedure of
Investigations of Professional and Other Misconduct and Conduct of Cases) Rules, 2007.
Hence, guilt, as alleged, as well as the number of Chartered Accountants alleged to be involved,
is yet to be ascertained/determined after conducting detailed investigation/inquiry, so, it is
premature to comment upon the same,” the ICAI said.
The MCA amended the Chartered Accountants Act 1949, the Cost and Work Accountant Act
1959, and the Companies Secretary Act 1980 in April this year to bring more accountability and
time-bound disciplinary action against CAs and CSs.
A response from The Institute of Company Secretaries of India (ICSI) was awaited.
Since October last, about half a dozen Chinese companies engaged in telecom, fintech and
manufacturing have been raided by the Income Tax authorities over allegations of tax evasion
and under-invoicing.
On June 1, the MCA amended the Companies (Appointment and Qualification of Directors)
Rules, 2014 that makes it mandatory to get a security clearance from the Ministry of Home
Affairs (MHA) if any individual belonging to a country that shares a boundary with India intends
to become director or shareholder in an Indian company. The official said that the decision will
impact Chinese companies that operate in India through subsidiaries incorporated in other
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countries.
On April 18, 2020, the DIPP with an objective to curb opportunistic takeover by Chinese
companies of loss-making Indian firms, notified a new rule making prior government approval
mandatory for FDI from countries which share a land border with India.
As FDI is allowed in non-critical sectors through the automatic route, earlier these proposals
would have been cleared without the MHA’s nod.

m

Prior government approval or security clearance from the MHA is required for investments in
critical sectors such as defence, media, telecommunication, satellites, private security agencies,
civil aviation and mining and any investments from Pakistan and Bangladesh
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In October, 2020 an FDI Proposal Review Committee headed by the Union Home Secretary and
Secretary DIPP as member was constituted for intensive assessment of security clearances for
Chinese FDI proposals.
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AMRIT SAROVAR MISSION COULD BOOST
INFRASTRUCTURE PROJECTS
Relevant for: Indian Economy | Topic: Infrastructure: Roads

Optimum use:Rural Development Ministry tells NHAI to map its project with Amrit
Sarovar.Special ArrangementSPECIAL ARRANGEMENT
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In a move that could expedite the implementation of railway and highway projects across the
country, the Centre has asked the Ministry of Railways and the National Highways Authority of
India (NHAI) to use the soil or silt excavated from ponds and tanks in all districts under the Amrit
Sarovar mission for their infrastructure projects.
The water conservation mission launched by Prime Minister Narendra Modi on April 24 aims at
developing and rejuvenating 75 water bodies in each district in all States as part of the
celebrations of Azadi ka Amrit Mahotsav . At least 50,000 waterbodies are expected to be
rejuvenated during the nationwide programme that would culminate on August 15, 2023.
Since the project would involve excavation of several thousands of tonnes of earth in the form of
soil or silt, the Ministry of Rural Development has told the Ministry of Railways and the NHAI to
map its infrastructure projects with the Amrit Sarovar sites in all States and UTs.
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The General Managers of all Zonal Railways were told to nominate the Chief Administrative
Officer (Construction) as the nodal officer who would identify the nearest sites of Amrit Sarovar
to ongoing railway projects, study the suitability of the desilted soil and silt and submit a
feasibility report at the earliest.
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According to railway sources, many railway projects were held up due to the delay in getting the
required quantity of burrow earth from the local authorities. Though the issue was flagged at the
appropriate level, the timely availability of earth remained a challenge.
Road projects

According to official sources, the Amrit Sarovar mission will cater to the requirements of projects
being implemented by the NHAI.
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In Tamil Nadu, the issue of allowing contractors to lift burrow earth became so intense that in
February this year the NHAI threatened to cancel the road widening work of East Coast Road
between Mamallapuram and Puducherry.
However, the issue was resolved after the State government assured them of resolving the
issue.
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GOVT. TAGS IT ASSETS OF ICICI BANK ‘CRITICAL’
INFRA
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI
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The government has declared the IT resources of ICICI Bank, HDFC Bank and UPI managing
entity NPCI as ‘critical information infrastructure,’ implying any harm to them can have an impact
on national security and any unauthorised person accessing these resources may be jailed for
up to 10 years, according to an official notification.
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The Ministry of Electronics and IT (MeitY), in the notification dated June 16, declared the IT
resources of ICICI Bank as critical infrastructure under Section 70 of the IT Act, 2000.
“The central government hereby declares the computer resources relating to the Core Banking
Solution, Real Time Gross Settlement and National Electronic Fund Transfer comprising
Structured Financial Messaging Server, being critical information infrastructure of the ICICI
Bank, and the computer resources of its associated dependencies to be protected systems for
the purpose of the said Act,” the government said.
Meity also declared IT resources of HDFC bank and National Payments Corporation of India
(NPCI) as critical infrastructure.
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The initiatives by MNCs also come when India Inc. is tightening purses strings and dialing down
discretionary spends like offsites

m

MUMBAI : Amid stiff competition from Indian legacy firms and startups, and a limited talent pool,
multinational companies are wooing prospective employees with perks ranging from electric car
lease programmes and spot awards, to salaries for nannies.
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MNCs are taking a leaf out of global success stories on hiring as well as piloting benefit
programmes in India to firm up their hiring policies, considering that just a salary hike is not
making the cut anymore.
For instance, HSBC, which has 40,000 Indian employees has a separate component of 10,00015,000 to help single parents and mothers with children under six years pay nannies. The
programme, piloted in India during the pandemic, is being offered to employees in other
markets.
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The lender is also looking at EV car policies to attract the young. “Requests to consider EVs
came up in our engagement forums with employees. In response, we are exploring ways to offer
EV as part of our car lease benefits," Archana Chadha, head human resources, HSBC India,
said.
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HSBC UK recently offered EV lease to about 35,000 of its employees. The bank said EVs,
including those of Tesla, were offered on lease for four years, with an option to own the car once
the lease period was over. EVs attract lower tax and have done well in attracting talent.
Multinationals said young employees are looking at compensation structures beyond the cash
component, including benefits to reduce carbon emissions or help parents look after their
children, especially when the hybrid work culture has become the norm.
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“Cash is the initial euphoria and eventually settles down, while benefits and HR policies bring in
the stickiness. MNCs have the advantage of bringing in globally successful benefit programmes
and tweak them to suit the Indian population," Roopank Chaudhary, partner, human capital
solutions, Aon India, said.
Indian firms, in comparison, do not have similar advantages to launch such benefits fast. “For
Indian organizations, it is tough given the large size of their employee base and working out the
economics of new-age benefit programmes has to be on the basis of final utilization,“ Chaudhary
added.
The initiatives by MNCs also come when India Inc. is tightening purses strings and dialing down
discretionary spends like offsite meets, travels and big marketing initiatives to preserve cash to
counter rising challenges.
“We launched spot awards (cash payments) in second half of 2021 to deal with the war for talent
we have seen since April 2021," Anupam Kaura, president and chief human resources officer,
CRISIL, said.
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“Extraordinary times call for extraordinary measures, that do not create long term or permanent
drag on the expense base, or unduly skew the pay mix," Kaura added.
Crisil said the deferred cash payment option was offered to employees who felt stock
compensation was an expensive proposition. “It brings with it advantages from accounting,
charge in books relative to stock based benefits."
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To woo working women and preventing drop outs led to online retail giants like Amazon
launching programmes after the “creche system came crashing".“We supported cash-outs so
that they could choose to have nannies at home or hire extra help or whatever they needed it for
while working from home," said Swati Rustagi, director, diversity, equity and inclusion, Amazon.
Log in to our website to save your bookmarks. It'll just take a moment.
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NEW DELHI : State-run Coal India Ltd is diversifying into aluminium production, solar power
generation and coal gasification as it seeks to decarbonize its operations.
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The company is awaiting certain clearances for its planned integrated greenfield aluminium
project in Odisha, two officials aware of the matter said. A government panel chaired by chief
minister Naveen Patnaik had approved the project in December.
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The company has applied for a bauxite block at Sijimali or Kutrumali in Odisha, and has sought
expressions of interest for an equity partner.
The officials cited above said on condition of anonymity that no estimated timeline to complete
the project can be given at the current stage.
Initially, Coal India had planned a joint venture along with National Aluminium Corp. Ltd
(NALCO), wherein Mahanadi Coalfields Ltd (MCL), a subsidiary of CIL, will hold 74% and
NALCO the rest. Further, alumina and coal for the project was proposed to be supplied by
NALCO and MCL, respectively.
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However, the joint venture plan was dropped last August, following which it was proposed to set
up an integrated greenfield aluminium project including bauxite mining, alumina refinery, and an
aluminium and associated coal preparation plant.
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In October, Coal India also approved a pre-feasibility report to set up the integrated greenfield
aluminium project by Mahanadi Coalfields.
The decarbonization process gained momentum for PSUs following the government’s energy
transition push and the net zero carbon emission target by 2070.
Stressing on the energy transition and diversification process, Union coal secretary Anil Kumar
Jain recently said: “CIL is diversifying; they are getting into coal gasification, they are looking at
aluminium...they are looking at non-coal businesses."
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Last year, the government floated the National Coal Gasification Mission, and Coal India plans
to support gasification of 100 million tonnes of coal by FY30.
Furthermore, in its venture into the renewable energy business, the company in April 2021
incorporated CIL Navikarniya Urja Ltd as a subsidiary.
Coal India plans to achieve 3,000 MW solar power capacity by FY30. As of 22 January, CIL has
installed 8.436 MW of renewable energy capacity.
The officials cited above said it will invest in gasification and solar power, but for other
diversification projects, it would largely support in terms of infrastructure and land, while much of
the capital infusion will be from its partners. “These partners will also bring in the technology
required for new businesses," one of the two officials said.
The state-run major is also participating in pan-India tenders for developing solar power projects
and realize its goal of becoming a net-zero energy company.
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Regulatory norms mandate banks to use Swiss Challenge method of auctioning when selling
loans of 100 cr and above

m

MUMBAI : India’s bad bank is racing against time to complete its first transaction by 30 June,
failing which it would have to seek an extension from the Reserve Bank of India (RBI), two
people aware of the development said.
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National Asset Reconstruction Co. Ltd (NARCL), the sovereign-backed asset turnaround
company, had earlier set itself a deadline of 31 March to acquire 50,000 crore of dud assets, but
failed to meet it due to what bankers called procedural reasons.
The people cited above, both of whom spoke on condition of anonymity, said that under RBI’s
licensing norms, the bad bank must commence operations and complete a transaction by 30
June.
However, NARCL is still in the process of valuing assets proposed to be sold by lenders.
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Following this, banks will learn at what discount the bad bank is ready to buy the toxic assets,
and then approach their respective boards for approval.
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“At present, it seems unlikely that the exercise will be over before 30 June. Seeking an
extension from the regulator seems inevitable," one of the two people cited above said, adding
that there is a provision that allows a 12-month extension beyond the deadline if the regulator so
agrees.
The second person said the bad bank is now expected to take over the first batch of nonperforming assets only in July, a year after it was set up. The asset reconstruction company was
established on 7 July 2021 with an initial authorized capital of 100 crore.
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“There is also the requirement of running a Swiss Challenge auction for these assets after
receiving an offer from NARCL. The whole process is expected to be completed by July," the
second person said.
Regulatory norms mandate banks to use the Swiss Challenge method of auctioning when selling
loans of 100 crore and above. Under the Swiss Challenge method, after a bidder makes an
offer, lenders publicly call for counter-bids to match it. If they don’t receive counter-bids beyond
the minimum markup price, the first offer sticks. However, if counter-bids cross the minimum
price, the initial bidder has the option to match the highest counter-bid.
The second person said that from the banks’ perspective, it’s better to sell assets to the bad
bank instead of taking companies to the National Company Law Tribunal (NCLT), since they
won’t need to be involved in the process till the very end. Under the NCLT process, lenders are
required to form a committee of creditors and vet resolution proposals under the Insolvency and
Bankruptcy Code (IBC) and take active part in the resolution process, while selling loans to ARC
needs no such involvement.
Meanwhile, as bad bank operations proceed at a slow pace, lenders have already resolved
about 20% of the assets originally planned for transfer in two tranches, Mint reported on 13 May.
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Almost 40,000 crore of bad loans have been resolved since the announcement was first made.
After finance minister Nirmala Sitharaman announced plans to set up a bad bank in February
2021, bankers had said that about 2 trillion of bad loans would be gradually transferred to the
entity. It suffered from delays after the Reserve Bank of India (RBI) said it was unhappy over the
proposed structure. Lenders then presented a revised proposal to the regulator.
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Under the new structure approved by the regulator, NARCL will acquire and aggregate bad loan
accounts from banks, while India Debt Resolution Co. Ltd (IDRCL) will handle the resolution
process under an exclusive arrangement. There are further delays in store despite getting the
new structure approved. The Financial Express reported on 13 June that RBI is unhappy over
the lack of clarity on regulatory oversight of the asset management company, IDRCL.
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Emails sent to spokespersons of RBI and NARCL remained unanswered.
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RECOGNISING THE ‘COMPULSORY’ WOMAN WORKER
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Women working at a MGNREGA project site in Hubballi taluk in Karnataka. | Photo Credit:
KIRAN BAKALE
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The Centre for Monitoring Indian Economy (CMIE) reported that the labour participation rate of
rural women was 9.92% in March 2022 compared to 67.24% for men. This is a cause for
concern. According to CMIE, millions who left the labour market stopped looking for employment
“possibly [because they were] too disappointed with their failure to get a job and under the belief
that there were no jobs available”. In countries like the U.S., Canada and Australia, such
workers who are willing to work but give up searching for work for various reasons are called
‘discouraged workers’ and they are included in the unemployed category. This phenomenon, not
captured in India by any official labour force surveys, is wrongly described as women “dropping
out” or “leaving the labour market” giving the impression that this was a choice made by them,
whereas, actually, women are pushed out of employment. The CMIE provides valuable inputs
for urgently required government intervention in rural India.
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Ground-level realities are worse than what the CMIE suggests and what the government denies.
Women who belong to landless households or with meagre landholdings cannot afford the
luxury of being “discouraged.” These are the “compulsory” workers.
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The Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA) sites are
probably the best places to understand the compulsions of millions of women to work. One
particular project in Kalaburagi district focuses on creating more than 200 percolation ponds,
which are designed to address the declining levels of ground water and to help recharge wells.
This project provides a few workdays to an estimated 300 workers from four villages. The soil is
hard and dry and the project stretches over several kilometres. The women, who outnumber the
men, work in women-only pairs. They dig and lift the mud. In the searing heat, they have to dig a
10X10X1 tank in a day. An assistant to the officer-in-charge estimated that because the soil is
hard and stony, this would mean digging and lifting about 3,000 kg of mud a day. Since most of
these women are unable to complete this task, they do not get the piece rate of 309; they get
only 280 to 285. There was no crèche at the site. There was no water, so women took turns to
walk a kilometre to a water source to fill their two-litre bottles. They said their limbs ached. Many
said they felt dizzy.
But despite the difficult conditions, every worker on the site complained about getting only about
40 days of work in a year. They wanted more as they regard MGNREGA work as their savior.
The fact that they want to do more of this punishing work reveals the depths of the distress of
poor rural households.
During the agricultural season, all the women worked on the lands of others, earning around the
same as on the MGNREGA site. But the mechanisation of agricultural operations has drastically
decreased workdays to less than three months a year. Many women therefore become part-time
construction workers. They are hired by a network of “mistries” working for contractors. They
migrate to construction sites for a few months, with their families or with other women from the
village. Not one of them I had met had registered as a construction worker. They were therefore
ineligible for any legal benefits accruing to them from the Construction Workers’ Welfare Board.
At a construction site, each of them carried a minimum of 1,000 bricks a day, weighing two kilos
each, or other heavy construction material, often climbing to the first or second floor with this
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load. They were being paid 300 a day, less than the men.
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When manual or construction work is unavailable, the women find other work. Some of them
make twig baskets and brooms. They walk from village to village, often 25 km a day, to sell the
baskets. It takes two days to make 10 baskets for which they make 10 per basket. Some women
provide services such as cleaning or do odd jobs for landholding families for an average of three
or four days a month. Some do tailoring work. They also do their own housework. So, going by
the anecdotal evidence of women at a MGNREGA site, an individual woman in the course of a
year is a MGNREGA worker, an agricultural worker, a construction worker, a migrant worker, a
self-employed street vendor, a tailor, an odd job domestic worker, and a home-maker doing
multiple domestic chores.
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The ‘compulsory’ woman worker’s work never ends. Siddhama, a 45-year-old mother of four
from Yadgiri district, stretched out her arms and said: “My arms that labour... this is the property
I have, to earn money for my family to survive. When I work, they eat.”
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The high prices of essential commodities have led to a huge cut in women’s consumption of
vegetables and pulses. To prove their point, some of the women at the worksite brought out their
lunch boxes, which contained rice or rotis and a chilli chutney. Two sisters, Sheelawati and
Chandramma, said, “We drink water after having the chilli chutney. Then we don’t feel hungry.”
Others nodded in agreement. They said that the 10 kg of grain per head from the Central and
State governments’ free foodgrains programme was of great help and were afraid it would end.
The deprivation of nourishment that women face due to high prices and low incomes is another
dimension of the ‘compulsory’ woman worker’s life.
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Almost every woman spoke of being trapped in debt. What the women earn from multiple tasks
for which there are no fixed piece rates is in no way equal to the amount of labour they do. The
dismantling of labour laws in urban areas has weakened labour departments. Implementation of
minimum wage in rural India is conceivable only with strong movements of agricultural workers’
unions. While there should be strict implementation of minimum wages with piece rates fixed for
different types of women’s labour, it is unfair that landless manual labourers in rural India are
denied the pitiful government annual cash transfer of 6,000 given to land-owning farmers. While
rural labourers should also be entitled to a similar cash transfer, the schedule of rates for women
at MGNREGA projects based on impossibly high productivity rates must be lowered and the
work sites made more worker-friendly.

cr

With the deep penetration of capitalist processes in rural India, there is a crisis of livelihood
options. Poor women adopt various strategies to deal with it. To make a correct analysis of this
crisis requires a sensitive lens. The invisibility of women’s work can be addressed through time
use surveys. The village-level time use surveys done by the Foundation for Agrarian Studies, for
instance, revealed the extent of women’s work. In fact, widespread surveys of poor rural women
and how they spend their time are an urgent necessity. The ‘compulsory’ woman worker must
be recognised and protected by laws and policies that address her issues, while India celebrates
the 75th year of Independence.
Brinda Karat is a member of the CPI(M) Polit Bureau
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SEBI FINES RIL FOR DELAYED FACEBOOK DEAL
DISCLOSURE
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI
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The Securities and Exchange Board of India (SEBI) on Monday fined Reliance Industries Ltd.
(RIL) and two of its compliance officers for violating fair disclosure norms during Facebook’s
$5.7 billion investment in its digital unit.
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In April 2020, Meta’s Facebook invested $5.7 billion in RIL’s Jio Platforms, aiming to allow
WhatsApp to offer payments services to millions of small businesses. The deal helped billionaire
Mukesh Ambani’s RIL slash its heavy debt load.
‘Newspaper reports’

SEBI said RIL did not disclose the deal even after newspaper reports in March 2020 published
price-sensitive details about the imminent investment that led to a spike in its shares.
“When the bits of (unpublished price-sensitive information) that then became selectively
available the company abdicated its responsibility to verify and come clean on the unverified
information that was floating around,” SEBI said in its order late on Monday.
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The regulator imposed a penalty of Rs. 3 million ($38,522) on Reliance and the two compliance
officers.

ac
k

Reliance abdicated its responsibility to verify and come clean on the information floating around
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NEW DELHI : The government is going all out to complete GIS mapping of national highways
for better planning, execution and monitoring of the road network and timely completion of
projects.
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Geographic Information System (GIS) technology is expected to come to the aid of road
construction agencies as it would provide detailed information on alignments and any
obstruction in the path of highways.
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Tasked to take up the speed of highway construction to 50 km per day, the ministry of road
transport and highways (MoRTH) has asked all its field units as well as state governments to
complete the GIS mapping process of the national entire highway network by 31 July.
They have been told to use the data for mapping, already gathered by the Bhaskaracharya
National Institute for Space Applications, for field verification exercise.
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Bhaskaracharya National Institute for Space Applications and Geo-informatics (BISAG-N),
Gandhinagar, Gujarat has done GIS mapping of approximately 130,000 km of national
highways. But this data now needs to be updated and verified by field units of the different
agencies for the ministry.
GIS mapping makes use of satellite images but goes beyond it by analysing satellite data in
order to provide authorities with an accurate picture of the project.
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The National Highway Authority of India (NHAI), the prime highway executing agency, has
almost completed the exercise for the NHs assigned with them with the cooperation of their field
units. It is expected that once other agencies also complete the task by next month, work on
new highway alignments could be started at a faster pace.
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A official at MoRTH said that GIS mapping of the entire network of highways is one of the most
important requirements for planning, executing and monitoring of the network and the ministry is
moving at rapid pace to involve all agencies and update and verify mapping work already done
by Bisag.
GIS provides agencies with tools for building resilient infrastructure for the future and supporting
strategic repairs and upgrades to existing networks, the official quoted above said.
GIS maps contains a very detailed visual representation of any infrastructure facility including
location, topography, facilities and structures, and images.
As these maps can easily be assessed even through mobile phones and shared, it makes the
process of road construction and finalisation of highway networks easier.
MoRTH has decided to upload the entire NH network on a single unified platform irrespective of
the executing agency, be it NHAI, National Highways and Infrastructure Development
Corporation Limited (NHIDCL), Border Roads Organization (BRO) or state governments, to
avoid duplication.
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NO OPTION BUT TO RAISE RATES: RBI’S PATRA
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Inflation & Monetary Policy

Revenge spending:Broadening inflation shows there is some demand able to afford the high
prices, says Patra.file photo
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India’s central bank has no choice but to raise interest rates to keep a lid on inflation
expectations as supply-side measures would take time to bring down prices, Reserve Bank of
India (RBI) Deputy Governor Michael Debabrata Patra said at the last meeting of the Monetary
Policy Committee that concluded on June 8 with the RBI raising its policy rate by 50 basis
points, the minutes of the meeting show.
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“Although the ongoing inflation surge is a supply phenomenon... mending supply always takes
time,” Dr. Patra noted. “To gain time for supply to respond, the blunt instrument of monetary
policy has to be deployed — there is no other recourse at this juncture,” he stressed.
Observing that the fact that inflation remained elevated and was broadening indicated that there
was some demand that was able to afford these high prices possibly on account of ‘revenge
spending’ in the wake of the pandemic, the RBI Deputy Governor overseeing monetary policy
said, “this warrants some monetary policy front load to modulate it [demand] so that even though
it is not at full strength, it does not exceed the available supply”.
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“The objective should be to take the repo rate to a height that is at least above the four quarters
ahead forecast of inflation, knowing that monetary policy works with lags,” he said. “Our
endeavour should be to bring down inflation into the tolerance band by the last quarter of 202223 or the first quarter of 2023-24 and progressively align it to the target during the course of
2023-24,” Dr. Patra added.
“This should minimise the loss of output,” he added.
‘Catching up to do’

cr

MPC member Jayanth R. Varma, who has in the past voiced dissent with the majority view, said
the MPC had a lot of catching up to do given that since April the MPC had raised the policy rate
by 90 basis points while during the same period the RBI’s projection of inflation for 2022-23 had
risen by 100 basis points to 6.7%.
“The real policy rate, therefore, remains more or less where it was in April,” he said at the latest
meeting, the minutes released on Wednesday show.
“Clearly, more needs to be done in future meetings to bring the real policy rate to a modestly
positive level consistent with the emerging inflation and growth dynamics,” Mr. Varma stressed.
He also suggested the time was ‘ripe’ for the MPC to start providing projections of the future
path of the policy rate as it would help anchor inflation expectations.
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TOWARDS A SINGLE LOW TAX REGIME
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting

Union Finance Minister Nirmala Sitharaman addresses a news conference after a GST Council
meeting in New Delhi. | Photo Credit: SHIV KUMAR PUSHPAKAR
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In December 2018, the late Finance Minister, Arun Jaitley, announced that the 28% GST slab,
which he called the “dying slab”, would be phased out, except for luxury items. India, he said,
would eventually have just two slabs: 5% and a standard rate between 12% and 18% (apart
from exempt items). Tragically, he passed away less than a year before fulfilling his assurances.
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Simplicity is not easy to achieve. Great sages, artists and designers have preached simplicity. It
was the mantra of Henry David Thoreau, who influenced Mahatma Gandhi.
The introduction of a uniform GST was a watershed moment in India since the country’s earlier
regime of taxes and cesses, both at the Centre and the States, was a big barrier to free trade
and economic growth and was a cesspool of corruption.
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However, GST is still a complicated tax regime with different slabs. It is not easy to comprehend
or comply with, and is open to interpretation, harassment and avoidable litigation. To simplify it,
Finance Ministry officials must be reminded of KISS.
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KISS (Keep It Simple, Stupid) is a well-known acronym and an accepted credo in business.
Attributed to Lockheed aircraft engineer Kelly Johnson, it was meant to urge engineers to keep
aircraft design so simple that even a stupid person would be able to repair the aircraft with
ordinary tools on the combat field.
Editorial | The rate reset: On slashing GST slabs
Bureaucracy, the world over, is usually oblivious to the KISS principle. An Amazon ad boasts
that it sells more than a crore of different products, besides myriad services. More categories are
added every day. In this context, asking bureaucrats to identify and categorise all products and
services for differential tax slabs in the GST regime is the surest way to get into a muddle.
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Empirical data from across the world on the benefits of a unified single tax is incontrovertible.
So, an unambiguous directive to the bureaucracy is necessary from the ruling dispensation to
come up with just two categories: goods eligible for zero tax and goods that will fall under a
single rate, say 10% or 12%. That means everything except those specifically exempt, is taxed.
This needs bold and clear reformist thinking at the political level. Imposing a high GST in some
areas does not make sense. ‘Sin’ taxes, for instance, are at cross purposes with the
government’s policy of generating growth and creating jobs under ‘Make in India’. A typical 300room five-star hotel generates direct employment for around 500 people of whom 90% are
waiters, housekeeping staff, front desk staff, security and concierge staff, besides cooks,
financial and clerical staff. There are a host of others employed in associated services such as
the spa, gift shops and swimming pool. The hotel also generates indirect employment in
ancillary areas: it buys bed linen, furnishings, rugs and carpets, air conditioners, cutlery,
electrical fittings and furniture, and consumes enormous quantities of food produce. All these
generate jobs and income for farmers, construction contractors, artisans and other
manufacturers. Five-star hotels also generate foreign exchange by attracting rich tourists and
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visitors. So, it’s unwise to tax these hotels to death.
Similarly, high taxes on air-conditioners, air conditioned restaurants, chocolates and luxury cars
create an economic ripple effect downstream, in a complex web of businesses that have
symbiotic relationships. The effect finally reaches down to the bottom of the employment
pyramid.
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The plan must be to figure out how to rev up the economy by making the rich and upper middle
class spend and move more people up the value chain in order that more chocolates and ACs
and automobiles are bought by them, instead of designing a tax system that keeps these
products out of the new consumer class’s reach.
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Instead, the current regime is plain confusing. At an Iyengar Bakery, GST on bread is zero, but
the vegetable sandwich is in the 5% tax slab, hitting the vegetable grower directly. The GST on
buns is zero, but buns with a few raisins fall in the 5% slab. The GST on masala peanuts,
murukku and namkeen is 12%. And the GST on cakes and chocolates is 18%. The same lack of
logic applies to taxes on wine, rum and beer, which generate large-scale employment and are
the backbone of grape and sugarcane farming and the cocoa industry. The ancient art of toddy
tapping in villages, a large employment generator and income booster in rural areas, was killed
by unthinking politicians and bureaucrats and replaced with Indian-made foreign liquor. Imagine
killing the wine industry in France? It would be sacrilege.
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In the automobile sector, the GST on electric cars, tractors, cycles, bikes, low-end and luxury
cars ranges anywhere from 5% to 50%. The sale of automobiles is the barometer of an
economy.
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The confusion has given rise to several disputes. ID Fresh Food, for instance, which makes
ready-to-eat foods like chapatis, rotis, parotas and sells various types of idli and dosa batter,
appealed against a GST ruling of the Authority for Advance Rulings (Karnataka bench). The
ruling had called for a distinction between rotis and parotas and had subjected parotas to a
higher GST rate of 18% since the food item did not fall under the category of “khakhra, plain
chapati, or roti” (which fall under the 5% slab) and needed to be processed or heated for further
consumption. Can a country aspire to be a $5 trillion economy if its taxmen turn gourmet chefs
and get bogged down by researching the differences between various kinds of food items
prepared with dough?
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Then there are items that are exempt from GST. Petrol, diesel, aviation turbine fuel are not
under the purview of GST, but come under Central excise and State taxes. Central excise
duties and varying State taxes contribute over 50% of the retail price of petrol and diesel,
probably the highest in the world barring banana republics. There is distrust between the States
and the Centre on revenue sharing. There is also anger at the Centre for riding roughshod over
the States’ autonomy and disregarding the federal structure of the Constitution. Opposition-ruled
States point fingers at Prime Minister Narendra Modi, who ironically accused the United
Progressive Alliance regime of trampling on the rights of the States while he was Gujarat Chief
Minister.
The low-cost airline model is successful because of the KISS principle. All the frills such as food,
freebies and assigned seats are dispensed with. Single class seating, point-to-point travel with
no code sharing, direct Internet booking, no middlemen. etc. have sustained this model. It’s an
Udupi self-service hotel in the sky.
The Finance Minister should take a cue from the Prime Minister, who hinted at major reforms in
the aftermath of COVID-19, and do away with all the confusing tax slabs in one fell swoop. She
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can then usher in a truly single low tax regime along with a list of exempt items. That will ensure
compliance, widen the tax net, improve ease of doing business, boost the economy, create jobs,
increase tax collections and reduce corruption as witnessed in many countries – a move that will
be both populist and well-regarded by economists.
G.R. Gopinath is the founder of Air Deccan

END
Downloaded from crackIAS.com

cr

ac
k

IA

S.
co

© Zuccess App by crackIAS.com

m

Our code of editorial values

Page 88
Source : www.thehindu.com

Date : 2022-06-27

‘RESTORATION OF TRUST BETWEEN STATES AND
CENTRE ESSENTIAL FOR GST SYSTEM’
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting
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The GST Council is meeting in Chandigarh on Tuesday and Wednesday even as the tax regime
completes five years in operation on June 30. Opposition parties and States have serious
concerns regarding the continuation of the indirect tax regime premised on ‘one nation, one tax,
one market’ principle.Praveen Chakravarty, chairman of the Congress Data Analytics
Department, was an early critic of the GST (Goods and Services Tax) regime. He thinks
restoration of trust between the States and the Centre is essential for the smooth continuation of
the GST system. Edited excerpts:
You were sceptical when the GST regime was rolled out. You feel vindicated?
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I wish I was proven wrong. My view on GST was shaped by my understanding of federalism,
and by using an economic lense. Indian States are extremely diverse economically, apart from
being politically diverse. GST was a misfit in India. India has political parties that are confined to
the boundaries of particular States. I understated the ill-effects of GST in my original critique.
They have only exacerbated in the last five years, partly due to the Centre’s other centralising
measures that accompanied the implementation of GST. The trust deficit between the Centre
and the States has grown. I would not deny the fact that it is efficient. Efficiency comes at a
certain cost though — political, social, and constitutional.
Will the GST system survive the current crisis?
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The fact is that the country is half pregnant with the GST system, and we cannot go back. There
are three issues that form the backdrop of the GST Council meeting this week.First is the
complete breakdown of trust between the States and the Centre. Second is the Supreme Court
order that said the Council’s decisions are not binding on the States. Third is the lapsing of the
revenue guarantee, which the Centre had promised the States for five years. I don’t see GST
will continue smoothly unless the trust issues are resolved, and the revenue guarantee is
extended. Everybody acknowledges the fact that the GST regime has not lived up to the hype
and hope.
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‘One nation, one market’ — how has that idea evolved through the past five years,
particularly through the pandemic?
The pandemic exposed GST’s deficiencies. Had there been no GST, the States could have
managed the situation better through their resource mobilisation and allocation. They ended up
fighting with the Centre, and the Finance Minister invoked the Act of God principle to default on
payments to them. Businesses are liking it for its efficiency.An economist would, however, not
miss the point that its impact on the economy was not anywhere near the two percentage points
(of growth) as was expected. The assumption that easy flow of goods across the country would
boost growth did not turn out to be true. Maybe five years is early to make a judgment on that;
may be it will happen in the coming years.
Is there something that is happening in the Congress which championed GST while in
power? Was this discussed at the Udaipur Chintan Shivir ?

Page 89
I cannot disclose what was discussed in Udaipur, but can tell you that I discuss this issue
internally in the party, as allowed. We must ask for a reassessment, re-evaluation of the GST as
it stands today. Yes, the UPA government championed the GST, and the then Gujarat CM who
happens to be PM today opposed it. In my defence, in the week of the launch of the GST, I,
along with the current Finance Minister of Tamil Nadu PTR (Palanivel Thiagarajan), who was
then an MLA, wrote a joint piece raising concerns.
Shall we say the views of the then PM were less accurate than the views of the then CM of
Gujarat, when the idea of GST was taking shape?
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The views of the current PM are less accurate than those of the current former PM. The notion
that the crisis of GST is one of implementation is not true. GST implementation was shoddy, but
the fundamental problem is that it is an economic square peg in the federal round hole. It would
have been difficult for any government, and this government made it significantly worse, with a
messy structure. I don’t think even if the implementation had been smooth, there would have
been no contestations.
Did Indian political parties fail to comprehend what was coming?

Economists and technocrats were viewing it through the prism of efficiency alone. They failed to
see what it does to federalism, when regional parties see that they have no taxation powers.
Do you think the current GST regime can be rescued by tweaking it?
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Restoration of trust is the most fundamental challenge. In order to reverse the centralising
direction of governance, the Centre should consider giving States powers of direct taxation that
they have only in agriculture.
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The assumption that easy flow of goods across the country will boost growth did not turn out to
be true
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After a temporary pause, asset management companies are gearing up to launch new mutual
fund schemes from the next month as capital markets regulator Sebi's three-month ban on the
introduction of new fund offerings nears its end.
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Moreover, asset management companies (AMCs) have a line-up of passive funds on the fixed
income and equity side as well as selective launches in certain categories to fill product gaps.
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The Securities and Exchange Board of India (Sebi) had discontinued the launch of NFOs until
the new systems concerning pool accounts were determined and the regulator had set July 1 as
the deadline for the implementation of the new system.
So far this month, at least six AMCs -- including PGIM India Mutual Fund (MF), Sundaram MF,
Baroda BNP Paribas MF, LIC MF and Franklin India MF -- have filed offer documents with Sebi
seeking its approval to launch new schemes.
Apart from these, draft papers were submitted with the regulator for 15 schemes during AprilMay by a dozen fund houses.
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"It seems the NFO launch season is going to be back starting next quarter. For two quarters, the
bandwidth of AMCs got consumed in making the relevant changes in the movement of
customers' money as Sebi directed them to discontinue the use of pool accounts. Further, at the
same time, markets also became very volatile," Swapnil Bhaskar, Head of Strategy, Niyo - neobanking platform for millennials, said.
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Going forward, some AMCs will start launching new fund offerings (NFOs) as new processes
are in place and they are seeing value in the market due to the correction, he added.
Kaustubh Belapurkar, Director – Manager Research, Morningstar Investment Adviser India, said
that given the temporary pause on new fund launches over the past few months, asset
managers will look to launch these funds as the scenario returns to normal.
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"Asset managers have a line-up of passives both on the fixed income and equity side as well as
selective launches in certain categories to fill product gaps," he added.
Pooling of investor's funds and units by stockbrokers and clearing members in any manner and
by the mutual fund investment advisors or distributors (wherever it was taking place) for mutual
fund transactions was to be discontinued from April 1.
However, after mutual discussion and agreement, Sebi gave the mutual fund industry extended
timelines until July 1 to enable the industry to bring a high level of operational efficiency in the
interest of investors and efficient functioning of mutual fund subscriptions and redemption.
According to Sandeep Bagla, CEO of Trust MF, most intermediaries have re-engineered their
processes to take care of Sebi's concerns on pool accounts. Mutual funds are looking forward to
launching NFOs in July.
NFOs lead to good participation from investors and also increased activity from distributors as
well.
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"The distribution industry and other service providers/platforms are in the process of complying
with the regulatory requirements and we are hopeful of approval to launch NFOs during the next
quarter," Prateek Pant, Chief Business Officer - WhiteOak Capital Asset Management, said.
He, further, said that WhiteOak Capital AMC is keenly awaiting the launch of its first equity NFO
-- WhiteOak Capital Flexicap fund -- and over the next 6 months, it plans to launch other equity
products across different categories like Midcap, Largecap, and Tax Saver.
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The Sebi's diktat impacted the launch of new schemes as the ongoing financial year 2022-23
saw the introduction of only four NFOs that garnered a total of 3,307 crore, with ICICI Prudential
Housing Opportunities Fund taking in the lion's share of 3,159 crore.
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In 2021-22, AMCs launched 176 new fund offerings (NFOs) garnering a whopping 1.08 lakh
crore. In comparison, 84 NFOs were floated in 2020-21 and cumulatively, these funds were able
to mobilise 42,038 crore. PTI SP BAL BAL
This story has been published from a wire agency feed without modifications to the text. Only
the headline has been changed.
Log in to our website to save your bookmarks. It'll just take a moment.

Oops! Looks like you have exceeded the limit to bookmark the image. Remove some to
bookmark this image.
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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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SALT SECTOR CRISIS PINCHES LIVELIHOOD OF
LAKHS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector
incl. MSMEs and PSUs
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A salt farmer busy at work at the Little Rann of Kutch near Patdi, Gujarat.VIJAY SONEJIVIJAY
SONEJI
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Bharat C. Raval, president of the Indian Salt Manufacturers’ Association (ISMA), started his
career as a salt inspector with the Gujarat government. After spending 19 months in the
government, he was attracted towards the salt cooperatives initiated by none other than
Verghese Kurien, the Milkman of India.
Kurien trained Mr. Raval at the Sabarmati Salt Farmers’ Society where he joined in April 1988 as
a procurement executive. Nearly 35 years later, Mr. Raval feels that the salt industry is facing
huge challenges in meeting the demand and in tackling the realisation crisis faced by salt
farmers.
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Initially, the society where Mr. Raval worked produced 30,000 tonnes of salt. It reached up to
7,00,000 tonnes in three years, by 1991. “We have also operated CSR activities those days by
providing health infrastructure support to salt farmers. Farmers were getting Rs. 17 per tonne
when we entered the sector and the the price went up in the first years to Rs. 27 per tonne and
touched up to Rs. 70 by 1991. That was the beauty of the cooperative development,” Mr. Raval
said.
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There are not much changes considering the cost of living. About five lakh people work in the
salt industry directly and indirectly. At the moment, a farmer earns about Rs. 250 to Rs. 300 for a
tonne of salt he or she produces. The prices keep fluctuating. Gujarat produces about 28.5
million tonnes of salt per year, which is more than 80% of the country’s total production. While
farmers are facing low price as there is no minimum support price, workers are also in distress
due to a lack of proper system for wages and social security. There are about 12,800 salt
processing units in Gujarat’s coastal belt, out of which only 119 are considered as medium and
large.
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The problem of salt industry is turning into a political issue. The manufacturers have been
knocking the doors of the government, along with the farmers. Very recently, Mr. Raval wrote a
letter to Prime Minister Narendra Modi on behalf of the salt manufacturers association. He said
in the letter that salt, being a cheapest commodity, is getting the last priority of attention from the
government. He warned the Centre that if the neglect continued, India may lose its position as
the world’s third largest producer of salt. “Most of our demands are as old as the freedom
movement. Mahatma Gandhi fought against the tax on salt. Even after 75 years of
independence, the laws that govern this industry are framed by the British. 120 years ago,
Britishers got salt from Mandi in Himachal Pradesh by mining. Therefore, the British put salt
production as mining. Hardly 0.5% salt is produced by mining. 99.5% salt is produced either
from the sea water or from the sub soil water and the entire process done by seeding, cultivation
and harvest. It is a seasonal industry and it should be considered as agriculture,” Mr. Raval
says.
The production units and farmers say that all laws pertaining to the industries are applicable to
salt production even though the production is done through simple solar evaporation as it is
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listed as mining industry. “As of now, demand and supply are almost same. We produce 36
million tonnes of salt and our demand, including for export, is 31.5 million tonnes. In the future, if
the government doesn’t take care of this industry, we will definitely be in trouble. The demand
rises at the rate of 8% and the production increase is just 3%,” Mr. Raval said. Salt is a central
subject as item No. 58 of the Union list of the 7th Schedule of the Constitution. The industries
demand that there should be a nodal agency with common rules and regulations. “Salt is a
central subject and land is a state subject. Salt has two parents and no one is taking care of salt.
Responsibility has to be fixed on governments and manufactures. We need a new Salt Act as a
common policy for entire country,” Mr. Raval demands.
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Bankers in India recorded their best-ever quarter for mergers and acquisitions while dealmaking
elsewhere slows to a crawl. India saw $82.3 billion pending and completed M&A deals in the
second quarter, the highest amount on record, according to data compiled by Bloomberg.
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Bankers in India recorded their best-ever quarter for mergers and acquisitions while dealmaking
elsewhere slows to a crawl.
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India saw $82.3 billion pending and completed M&A deals in the second quarter, the highest
amount on record, according to data compiled by Bloomberg. That’s more than twice as much
than the previous record of $38.1 billion in the third quarter of 2019. Globally, M&A volume in the
quarter reached $827.6 billion, down 8.7% from the same period in 2021.
The surge in India was dominated by HDFC Bank Ltd.’s $60 billion all-stock purchase of
Housing Development Finance Corp. in April, combining India’s most valuable bank and largest
mortgage lender in the country’s biggest ever M&A transaction. The move illustrated how India’s
flagship companies, facing disruptive trends such as the rise of fintech and climate change, are
turning to dealmaking as a tactic to dramatically reshape themselves.
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“While conglomerates will consolidate to become stronger and gain market share in their core
sectors, there will be renewed or new initiatives around two big themes: ESG and digital,"
according to Sonjoy Chatterjee, chairman and chief executive officer for Goldman Sachs Group
Inc. in India. The second in particular is a focus for all companies, no matter the sector, he
added.
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“There won’t be a strategy going forward that doesn’t provide a clear path to deliver this,"
Chatterjee said.
The combination of Mindtree Ltd. and Larsen & Toubro Infotech Ltd., two software firms
controlled by engineering conglomerate Larsen & Toubro Ltd., in a $3.3 billion all-stock deal
announced in May further illustrated how India’s largest firms are positioning themselves for a
changed landscape in technology, aided by volatility in the markets.
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Even without the HDFC megadeal, India’s second quarter would still rank as its fifth-best quarter
on record, thanks to transactions such as billionaire Gautam Adani’s $10.5 billion deal to buy
Ambuja Cements Ltd., giving his conglomerate a sizable presence in the industry.
“The appetite of strategic investors has definitely increased, with market correction resetting the
valuations in India," said Ganeshan Murugaiyan, head of corporate coverage and advisory at
BNP Paribas SA in India.
Companies in India leading the shift to renewable energy were among the biggest dealmakers.
Shell Plc agreed to buy renewable power supplier Sprng Energy Pvt for $1.5 billion in April,
while French oil giant TotalEnergies SE purchased a 25% stake in Adani New Industries Ltd.
this month. The firm plans to invest more than $50 billion in technologies such as green
hydrogen over the next decade.
Large acquisitions will be challenging to put together, Murugaiyan said. “It is not that easy to get
long term financing and the high-yield leverage buyout market -- corporate loans -- is literally
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shut down."
Like Chatterjee, Murugaiyan sees the green and digital transitions driving more transactions. His
team has grown from nine bankers in 2021 to 12 this year, and he is looking to add another
three.
The next wave of deals could come in the mid-market, where a cohort of aging founders is
starting to hand the reins to their offspring.
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“Regularly, we find the next generation has interests in other themes, particularly tech platforms
and ESG," Chatterjee said. “Themes coming out of the pandemic have revised perspectives and
choices around what the next generation want to do with their futures -- in a very personal way."
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NEW DELHI : Regulatory body for securities and commodity market in India, Securities and
Exchange Board of India (Sebi) had imposed penalties of up to 12 crore on two Sahara Group
firms.
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The regulatory body has also imposed penalties on Subrata Roy Sahara and three others –
Ashok Roy Choudhary, Ravi Shanker Dubey and Vandana Bharrgava for violating regulatory
norms in the issuance of optionally fully convertible debentures in 2008 and 2009.
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The Sahara Group firms that need to pay the penalties include Sahara Commodity Services
Corporation Ltd and Sahara Housing Investment Corporation Ltd.
The fines need to be paid jointly and severally within 45 days, according to a Sebi order.
The case relates to issuance of Optionally Fully Convertible Debentures (OFCDs) by Sahara
India Real Estate Corporation Limited (SIRECL), now known as Sahara Commodity Services
Corporation Limited, and Sahara Housing Investment Corporation Limited (SHICL).
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The two companies had issued the OFCDs during 2008 and 2009 period, and were allegedly
done in contravention of the provisions of the Sebi's ICDR (Issue of Capital and Disclosure
Requirements) Regulations and PFUTP (Prohibition of Fraudulent and Unfair Trade Practices)
rules.
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Sebi found that SIRECL and SHICL raised money through public issue of securities by issuing
the OFCDs without following the various procedures intended to protect the interest of the
investors, in respect of public issues, prescribed under the norms.
Further, Sebi said the subscription towards the OFCDs was solicited by the two entities -SIRECL and SHICL -- from the general public throughout the country, without adequately
informing them about the risks involved in the instruments (OFCDs), or the risks attached to the
issuing companies or risks attached to the project for which the capital was being raised.
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"Therefore, I conclude that the two companies i.e. SIRECL and SHICL and their
promoter/directors have issued the OFCDs in a fraudulent manner in order to induce gullible
investors to subscribe to such OFCDs, thereby violating the provisions of... the PFUTP
Regulations," Sebi's Adjudicating Officer Suresh B Menon said in the order.
Also, the entities did not comply with the orders and summons issued by the regulator.
Log in to our website to save your bookmarks. It'll just take a moment.
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bookmark this image.
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WORLD BANK APPROVES $250-MN LOAN TO BOOST
INDIA’S ROAD SAFETY
Relevant for: Indian Economy | Topic: Infrastructure: Roads
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The World Bank has approved a $250 million loan to support the Government of India’s road
safety programme for seven States under which a single accident reporting number will be set
up to better manage post-crash events.
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The India State Support Programme for Road Safety, financed by the World Bank, will be
implemented in the States of Andhra Pradesh, Gujarat, Odisha, Tamil Nadu, Telangana, Uttar
Pradesh, and West Bengal. The $250 million variable spread loan from the International Bank
for Reconstruction and Development (IBRD) has a maturity of 18 years, with a grace period of
5.5 years.
The project will also establish a national harmonised crash database system in order to analyse
accidents and use that to construct better and safer roads. The project will also provide
incentives to States to leverage private funding through Public Private Partnership (PPP)
concessions and pilot initiatives.
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INDIA’S GIG WORKFORCE TO REACH 2.35 CRORE BY
2030: NITI AAYOG
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable
Development
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The number of workers engaged in the gig economy is estimated to be 77 lakh in 2020-21.K.
PICHUMANIPICHUMANI K
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The government’s policy think tank NITI Aayog has recommended that measures should be
taken to provide social security, including paid leave, occupational disease and work accident
insurance, support during irregularity of work and pension plans for the gig workforce in the
country, which is expected to grow to 2.35 crore by 2029-30.
According to the study released by NITI Aayog on Monday, the number of workers engaged in
the gig economy is estimated to be 77 lakh in 2020-21.
“India requires a framework that balances the flexibility offered by platforms while also ensuring
social security of workers. The consequent platformisation of work has given rise to a new
classification of labour — platform labour — falling outside of the purview of the traditional
dichotomy of formal and informal labour,” the study states.
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It added that platform workers are termed as “independent contractors” and as a result, they
cannot access many aspects of workplace protection, and entitlements.
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The report broadly classifies gig workers — those engaged in livelihoods outside the traditional
employer-employee arrangement — into platform and non-platform-based workers. While
platform workers are those whose work is based on online software applications or digital
platforms, non-platform gig workers are generally casual wage workers and own-account
workers in the conventional sectors, working part-time or full time.
The report notes that at present, about 47% of gig work is in medium skilled jobs, about 22% in
high skilled, and about 31% in low skilled jobs, and the trend shows the concentration of workers
in medium skills is gradually declining and that of the low skilled and high skilled is increasing.
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While in 2020-21, the gig workforce constituted 2.6% of the non-agricultural workforce or 1.5%
of the total workforce in India, by 2029-30, gig workers are expected to form 6.7% of the nonagricultural workforce or 4.1% of the total livelihood workforce in India, the study added.
The think tank has also recommended introducing a ‘Platform India initiative’, on the lines of the
‘Startup India initiative’, built on the pillars of accelerating platformisation by simplification and
handholding, funding support and incentives, skill development, and social financial inclusion. It
has suggested that self-employed individuals engaged in the business of selling regional and
rural cuisine, street food, etc., may also be linked to platforms so that they can sell their produce
to wider markets in towns and cities.
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NEW DELHI : The likelihood of a recession in the US and EU has stoked fears among Indian
exporters who have begun witnessing a decline in orders. Indian exporters, especially of leather
and textiles, anticipate a 10% to 20% decline in export volume during the current financial year
compared with FY22.
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India’s export growth is crucial at a time when imports have surged even as the cost of imported
fuel and fertilizers has been rising after the Russia-Ukraine war broke out earlier this year.
Record imports have pushed the trade deficit in May to its highest-ever mark of $24.29 billion.
“Orders have started slowing down. There is a fear of higher inflation in the US and also in the
European countries and they are cutting back on their purchases. The demand was
comparatively robust last year. This year the volumes are down 15-20% across the board as far
as the leather and footwear industry is concerned," said Rafeeque Ahmed, chairman of Farida
Group, one of India’s largest shoe manufacturers.
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The impact of sharply slower growth in developed markets would be transmitted to Asia via the
key channels of trade, financial conditions and commodity prices, Morgan Stanley said in a note.
The risk of recession has risen as central banks in developed countries hike interest rates to
combat rising inflation.
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A full cutoff of Russian natural gas could take as much as 2 percentage points off the EU’s gross
domestic product growth this year with the impact on economic activity more pronounced during
the winter, said Morgan Stanley’s chief European economist Jens Eisenschmidt.
“Textile export growth until last year was 20% but the demand from the US and the EU has
started slowing. Though we are not planning to reduce capacity, export growth could slip by
about 10% this year. Textiles exports could benefit from India-Australia FTA but that would be
visible only by the end of the year," said Apparel Export Promotion Council chairman Narendra
Goenka.
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However, the decline in exports could be temporary as demand from western countries has
been strong historically, Goenka said.
Economists also said healthier balance sheets in developed nations could mean that a
recession could be shallow.
Trade experts said exporters could benefit from the weakening of the rupee.
However, as India is a net importer losses outweigh the benefits, they said. India depends on
imports of key items such as fuel, cooking oil and fertilizers, whose supplies were disrupted
because of the war.
On Tuesday, the rupee fell to a record low of 78.68 against the dollar amid weakness in
domestic shares and on the back of persistent selling by foreign institutional investors.
Tea exporters, however, said the demand slowdown is not very pronounced.
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“As far as the US and EU are concerned, this is the time when they will come into the market
with bulk orders. At this moment we are more worried about the demand in Europe than the US,
partly because of the weakness in the euro. Indian orthodox tea prices have gone up on the
back of strong demand in the Iranian market. There is an issue. It is more demand-driven," a
prominent exporter said on condition of anonymity.
Preliminary data released by the commerce ministry last month showed that Indian merchandise
exports slipped to $38.19 billion in April, from $42.22 billion in March.
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‘ONLINE SKILL GAMING WILL NOT SURVIVE HIGHER
GST’
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting
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Raising the goods and services tax (GST) on online skill games from the existing 18% to 28%
could cause the ‘demise’ of the industry in the country, cautioned three online ‘skill gaming’
associations. The GST Council began a two-day meeting on Tuesday, with the panel said to be
considering an increase in the tax rate on online games of skill.
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In a joint statement on Tuesday, the E-Gaming Federation, All India Gaming Federation and
Federation of Indian Fantasy Sports (FIFS) said they were also apprehensive about tax being
levied on the total pool (prize money pooled plus the platform commission) and not on the gross
gaming revenue. Such a norm could lead to the ‘demise’ of the online skill gaming industry in the
country, the associations observed.
Global studies have shown that taxing prize money instead of gaming revenue leads to “reduced
tax collections for the exchequer and ends up giving a fillip to black-market operators”, said
Anwar Shirpurwala, CEO of FIFS.
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NHRC’S ADVISORY TO CENTRE, STATES ON TRUCK
DRIVERS’ RIGHTS
Relevant for: Indian Economy | Topic: Infrastructure: Roads

For better life:The advisory sought restrooms and hotels at every 40 km on National and State
highways.PTI-
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The National Human Rights Commission on Tuesday said it had issued an advisory to the
Centre, States and Union Territories to protect the rights of truck drivers. “The Commission has
observed that despite making significant contribution to the economy of the nation, the rightful
entitlements of the truck drivers do not get adequate attention, as the truck business remains
fragmented and unorganised,” the statement read.
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The advisory, sent by the NHRC Secretary-General to the Secretaries of Ministries and
departments and Chief Secretaries of States, covered four areas — protection from exploitation,
provision of amenities, provision of socio-economic security and physical and mental well-being.
Among the recommendations was an amendment to the Motor Vehicle Act, 1988, to make the
purchase of personal accident cover of at least Rs. 15 lakh each for the driver, co-driver and
helper of a commercial truck mandatory. It recommended that drivers, co-drivers and helpers
who are injured or incapacitated in road accidents should be given cashless medical treatment.
The advisory said rest stops and lay-byes with parking areas, rest rooms, toilets, restaurants
with reasonable rates, mechanic shops and doctors’ clinics should be constructed every 40 km
on National Highways and at prominent locations along State highways.
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“Launch a group insurance scheme providing for life as well as health cover for truck drivers on
payment of a nominal subsidised subscription; Minimise physical interface between truck drivers
and law enforcement agencies by providing online facilities…” it said.
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Sugar export from India: India is considering allowing mills to ship out stocks of raw sugar that
have piled up in ports and warehouses, trade and government sources said on Tuesday, weeks
after it imposed curbs on overseas sale of the sweetener.
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Additional shipments from India, the world's biggest exporter of sugar after Brazil, could weigh
on raw sugar futures, which are trading near their lowest in four months.
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Last month, India capped this season's exports at 10 million tonnes, a figure they had almost
reached, in a bid to prevent a surge in domestic prices as the world's second most populous
nation battles high food inflation.
"We are looking into it," said a senior government official, who sought anonymity in line with
official rules. "The proposal regarding raw sugar is under consideration."
He was referring to a request from sugar mills for the government to let them ship out unrefined
stocks as they grapple with mounting stockpiles of the sweetener following the ceiling on
exports.
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A government spokesman did not immediately respond to a request for comment.
The stockpiles are estimated to run into about half a million tonnes of raw sugar, including about
200,000 tonnes stuck at ports across the country.
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Trade, industry and government officials say that of India's record 10 million tonnes of sugar
exports this year, raw sugar accounted for about 4.5 million, while the rest was white, or the
refined variety.
Indian mills produce raw sugar only for the overseas refineries that turn 'raws' into whites.
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Over the past few years, India has been exporting reasonably large quantities of raw sugar,
positioning it as a consistent supplier beside key players Brazil and Thailand.
"Since raw sugar cannot be sold in the domestic market, it makes sense to export it," said Aditya
Jhunjhunwala, president of the Indian Sugar Mills Association, a body of producers.
"Otherwise, the quality of our stocks might deteriorate with time."
A Mumbai-based trader said the government had already collected data from mills and exporters
regarding raw sugar exports.
The sudden curb on sugar exports, and difficulties of logistics, such as a shortage of trucks and
railway wagons, prevented mills from shipping out raws, a New Delhi-based trader with a global
trading firm said.
"If the government allows mills to export their inventories, there will be a lot of buyers as Indian
sugar is very competitive in the world market," he said.
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The usual norm for any investment is: better the credit quality, lower your return, and vice versa.
But, what if you were to get the best credit quality at attractive yields (annualized rate of return)?
Isn’t that irresistible.
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The best credit is sovereign, that is, securities issued by the government. Usually, it means
bonds issued by the Central government, or G-secs. It also includes securities issued by state
governments, known as state development loans (SDLs), treasury bills (T-Bills) issued by the
Central government, as well as sovereign gold bonds (SGBs).
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These securities are not rated as government securities do not require a stamp from rating
agencies. This is relevant, as some people think of G-secs as AAA bonds. Perception-wise, AAA
rated bonds issued by companies are a notch lower in credit quality than sovereign bonds. In the
current market context, the yields on G-secs have moved up, as the Reserve Bank of India is
increasing interest rates and is expected to hike rates even further.
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What are the G-sec yields available currently? (You can refer to this link
https://www.ccilindia.com/Research/Statistics/Pages/TenorwiseIndicativeYields.aspx). One-year
treasury bills are available at a yield of 6.28%. For the sake of perspective, one-year deposits at
State Bank of India offer 5.3% (5.8% for senior citizens). So, you are getting better-quality credit
at a higher yield than deposits from a leading bank. G-secs of 4-5 year maturity are offering
yields of around 7.18% and those with 9-10 year maturity are offering 7.47%, while yields of 5year SDLs are at 7.69% and those of 10-year SDLs are at 7.83%. These levels of return are
definitely attractive. You may do your own comparison with other avenues—bank term deposits,
small savings schemes (post office schemes) or RBI Floating Rate Bonds.
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The next question is, how do you execute the investments? The mutual fund route is always
there. That apart, you can do this directly. The RBI has launched the retail direct scheme or
retail direct gilt (RDG) account. Individuals can open an account and invest / trade in G-secs,
SDLs, T-bills and SGBs. The market for G-secs, T-bills and SDLs is wholesale where
institutional investors trade in big lot sizes, out of the reach of the public. But RDG, as the name
suggests, is meant for retail investors. The RDG system works seamlessly and you may access
it without any inhibition as it is run by the RBI. However, there is only one small issue. The
platform has as many as 73,713 registrations but retail investors have purchased government
bonds worth a measly 96 crore in the first six months since its launch.
Hence, if you need to sell your G-secs purchased through RDG prior to maturity, liquidity is not
guaranteed. There has to be a buyer for your instrument at that point of time. If your time horizon
matches the maturity of the security, there is no issue.
There is another way of doing it. Given the attractive yield levels and increasing interest from
investors, certain bond houses are purchasing G-secs from the wholesale market in their own
account and selling it to clients in relatively smaller lot sizes. In this case, as a service, if you
need to sell the G-secs prior to maturity, the bond dealing house will assist you. However, for the
business to be feasible for a bond dealer, the investment lot size has to be large enough. This
makes this route suitable for the mass affluent or HNI (high networth individual) segment, and
not retail investors.
Another technicality, just for awareness, is that G-secs are usually traded through an account
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called Constituent Subsidiary General Ledger (CSGL). In the RDG system, the RBI, as a facility,
holds the securities on behalf of the retail investors and saves them the rigmarole of opening a
CSGL account. If you go through a bond house, as a service, they will undertake the process of
transferring the securities from the CSGL so that you can hold these securities through your
usual demat account.
Conclusion
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There is a possibility of G-sec yield levels going up further, as the RBI rate hike cycle is very
much on. Given that the current yield levels are attractive, you may start buying these now and
continue doing so in a staggered manner. This is akin to the concept of systematic investment
plan, or SIP, in mutual funds. You can purchase G-secs of various maturities in line with your
cash flow requirements.
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Joydeep Sen is a corporate trainer and author.
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BRING THE SHINE BACK ON GOVERNMENT JOBS
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable
Development

Police personnel deployed at Hubballi railway station after security was beefed up following
protests against the Agnipath scheme. | Photo Credit: PTI
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In 2019, an Indian citizen died of suicide every hour due to joblessness, poverty or bankruptcy,
according to the National Crime Records Bureau. About 25,000 Indians died of suicide between
2018 and 2020, said the Union government in the Rajya Sabha in February this year. Several
unemployed people in India resort to protests — thousands burnt railway coaches in January
2022 over alleged flaws in the railways recruitment process and more recently, India saw
protests over the Agnipath scheme.
For those employed in government, the situation is not much better. In May 2022, Haryana
terminated the services of over 2,000 contractual health workers (nurses, sweepers, security
guards, paramedical staff) who had been hired during the pandemic. In Delhi, hundreds of
nurses, paramedical staff, lab technicians and other contractual workers have been terminated
by Ram Manohar Lohia Hospital, Lady Hardinge Medical College and others. After banging
utensils to thank them, we have fired them.
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Additionally, over 8,300 panchayat and rural development contractual staff in Assam staged
protests in February 2022. They said they had been in a contractual state for 12-14 years and
had not been given bonuses, allowances, pension or pay revisions. In April 2022, some 200
contractual workers of Chhattisgarh’s state electricity department were canned-charged and
arrested. Being a public servant has rarely mattered less.
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The problem is two-fold. First, vacancies in the government are not being filled at a sufficient
pace. There were over 60 lakh vacancies in the government across all levels in July 2021. Of
these, over 9.1 lakh were in the Central government, while about 2 lakh vacancies were in PSU
banks. Additionally, there were over 5.3 lakh vacancies in the State police, while primary schools
were estimated to have some 8.3 lakh vacancies. The government has sought to push for
recruitment of 10 lakh people in a mission-mode over 1.5 years. However, this would fall short of
the size of the problem. We need greater ambition on this front.
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Second, where vacancies are being filled, they are notably skewed towards contractual jobs. In
2014, about 43% of government employees (about 12.3 million) had non-permanent or
contractual jobs, with about 6.9 million working in key flagship welfare schemes (Anganwadi
workers, for instance) with low wages (in some cases, lower than the minimum wage) and little,
if any, social security cover, as per the Indian Staffing Industry Research 2014 report. By 2018,
the share of government employees in this category had risen to 59%. For Central Public Sector
Enterprises, the share of contractual (and non-permanent) employees increased from 19% to
37% (reaching 4,98,807 in March 2020), with permanent employees dropping in share by 25%.
Consider select PSUs. ONGC had contractual employees form over 81% of its staff in March
2020. Some States have sought to take this further — in 2020, while the pandemic led to mass
unemployment, the State government in Uttar Pradesh sought to amend recruitment for Group B
and C employees (of which there were about 9 lakh in 2020 in U.P.), with a push for increasing
contractual employment (for a five-year period), with such employees not offered allowances
and typical benefits. Post the five-year period, a pathway to regularisation was offered, only if
the workers could pass a rigorous performance appraisal; if they did not pass, they would be
dismissed. Any dependent of a deceased employee, if appointed to such posts, would also have
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to go through similar appraisals. In 2013, the Supreme Court ruled that a contractual employee
for a government department was not a government servant. If most government employees
have contractual terms, will a public ethos continue to exist?
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Instead of expanding contractual employment, we should seek to bolster public services. For the
past few decades, we have been under-investing in public goods — as witnessed by the
COVID-19 crisis, our healthcare system simply does not have the capacity to provide adequate
healthcare support to citizens under normal conditions, let alone a pandemic. Expanding public
service provisioning will also lead to the creation of good quality jobs, along with skilled labour,
offering us social stability. A push for enhancing public health would lead to the creation of
societal assets; having more ICU beds in the first place would have ensured that the COVID-19
crisis could have been managed better. A push for a universal basic services programme with
public healthcare would also help supplement insurance-based models like Ayushman Bharat.
Such spending, however, will eventually lead to an increase in consumer demand and have
strong multiplier effects, while generally improving the productivity and quality of life in India’s
cities and villages.
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Consider renewable power generation. There is significant potential for job creation (for
example, in rooftop solar power generation, manufacturing of solar panel modules and end-use
servicing). Meanwhile, on the waste management front, there is significant scope for expanding
waste-water treatment capacity, with the building and management of treatment plants for sewer
waste and faecal sludge treatment plants leading to generation of jobs. Encouraging solid waste
treatment practices (such as dry waste collection, micro-composting) could create about 300
jobs per year in a city municipal corporation. A push for adopting electric vehicles and
encouraging green mobility would require significant manpower, leading to the generation of
‘green jobs’. In addition, we must continue to encourage urban farming, with significant job
potential in permaculture, gardening and nursery management. Perhaps another avenue of
selective PSU reform could also be considered — a PSU with greater autonomy, with the
government retaining control via a holding firm, can also be subject to the right incentives.
Surely, Indian PSUs could aspire to be as large and efficient as the Chinese ones.
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Government jobs have lost their shine. We need to attract talent to the government. Rather than
downsizing or simply avoiding the cost of pensions and benefits, one should right-size
government. Our public services require more doctors, teachers, engineers, and fewer data
entry clerks. Reforms advocated by the Administrative Reforms Commission should be our initial
step. This is the time to build capacity for an efficient civil service that can meet today’s
challenges – providing a corruption-free welfare system, running a modern economy and
providing increasingly better public goods. Improved public service delivery, through better
compensation, should be our ethos. ‘Jai Jawan, Jai Kisan’ used to be a driving motto for the
government of the day. Instead, treating them as dispensable seems to be the norm.
Feroze Varun Gandhi is a Member of Parliament, representing the Pilibhit constituency for the
BJP
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