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FISCAL POLICY
Falling Rupee
Why in news?
Recently, the Indian rupee weakened past the 71 mark for the first time ever. The rupee has registered a loss of
about 10% of its value against the dollar since the beginning of the year making it the worst-performing
currency in Asia. Other emerging market currencies, most notably the Turkish lira, the Argentine peso and the
South African rand, have suffered much larger losses owing to a serious loss of confidence among investors.
Reasons of falling rupee
Increasing demand for the dollar across the globe: The tightening of liquidity in the West, with the U.S.
Federal Reserve raising interest rates, has played a major role in the strengthening of the dollar since February
this year. Investors who earlier put their money in emerging markets have recently preferred American assets,
which now yield higher returns. Higher domestic inflation in emerging economies when compared to the West:
Thus, it is natural for these currencies to slide in value over time against the dollar and other major Western
currencies.
Trade war between China and America, leading to import restrictions with high tariffs is causing dollar to
appreciate. Huge dollar purchases by oil importing companies have also weighed heavily on rupee.
Oil prices
Iran sanctions have been driving oil prices higher despite OPEC move to raise output. The benchmark Brent
crude surpassed the significant $75-mark a barrel. This is bad for India as it is third largest importer of oil,
hence current account deficit has been coming under pressure. More imports than exports: India‘s import bill
has been significantly rising without increase in net exports. India‘s current account deficit is rising and is
expected to go up to 2.5-3% of the gross domestic product (GDP) in the current financial year. Differently put,
India is importing a lot more than it is exporting. Higher CAD in an environment of tightening financial
conditions may continue to put pressure on the rupee
Impact of falling rupee
On imports
The country‘s imports become more expensive as it takes more rupees to pay for the same quantum of imports.
On competitiveness
As fewer dollars are required for a buyer to pay for the same quantity of exports, India may gain its
competitiveness which has been gravely hurt by an exchange rate policy that has prioritised a muscular rupee.
It would also promote Make in India.
On inflation
More expensive imports are likely to drive inflation upward, especially in India where input products
constitute a large part of our imports. It also impacts the oil import bill which plays its own part in pushing
inflation up. Rise in inflation would hurt investors sentiment as well.
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On GDP growth
On the one hand, costlier inputs and the subsequent increase in the prices of finished goods may have a
positive impact on GDP while on the other hand, consequent decrease in demand due to higher prices could
nullify this.
Widening of deficits
As per analysts, every $10 per barrel increase in oil prices could worsen current account and fiscal balances by
0.4% and 0.1% of GDP respectively.
On tourism:
Trips abroad turning more expensive, on the flip side, the domestic tourism could grow as more tourists visit
India since their currency now buys more here.
On employment
In the medium term, export-oriented industries like Pharma sector, IT, gems and jewellery etc. may also create
more jobs.
Steps that can be taken by government
Long term solution
Reduce heavy dependence on imports as well as on oil. Boost export industries by measures such as ensuring
that exporters have easier access to tax refunds; a war-footing attack on red tape at the borders; and a clear
commitment to opening up to new market enhancing trade deals. Attract FDI instead of FII, through
simplification of procedures, laws and dispute redressal. The rules for foreign borrowing should be liberalised
by Indian firms to ensure higher inflows.
Maintain limit on deficit
Although India‘s fiscal position has improved in recent years, compared to peers, the combined deficit is still
on the higher side. The government should not allow the deficit to slip at this stage as it will increase
macroeconomic stability risks.
Short term solution
Increase in interest rates by central bank to control money outflow. However, cost of borrowing increases due
to this which may cause fall in investment in the country. As of June 22, the RBI had foreign exchange
reserves of $407.81 billion, which it can sell in the open market. It is important to note, though, that reserves
are only useful in reducing volatility and are not an antidote for poor economic management. If financial
markets start believing that the country has problems at the fundamental level, then defending the currency can
become extremely difficult.
Income Tax department launches instant e-PAN card service
Why in news?
The Income Tax Department has launched instant Aadhaar-based e-PAN allotment service for individuals
seeking PAN (Permanent Account Number) service for the first time. This facility is free of cost and is
available for a limited period on first-come, first-served basis for valid Aadhaar holders. It was introduced
because of increasing number of people applying for PAN.
Key Facts
The e-PAN will be allotted on basis of one-time password (OTP) sent on mobile number linked to Aadhaar
number of a person. It will have the same name, date of birth, gender, mobile number and address as in
Aadhaar. This facility is only for resident individuals and not for Hindu Undivided Family (HUF), firms, trusts
and companies,‖ the advisory said. Once e-PAN is allotted to applicant through his electronic Aadhaar-based
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verification system in few seconds, the applicant will be sent the PAN card by post. The process can be done at
the official portal of the department: https://www.incometaxindiaefiling.gov.in.
Permanent Account Number (PAN)
PAN is a ten-digit alphanumeric number, issued by the Income Tax Department of India in
form of a laminated tamper proof card. It was introduced to facilitates linking of various
documents, including payment of taxes, assessment, tax demand, tax arrears etc. relating to an
assesses for widening of tax base and detecting and combating tax evasion. Its purpose is to
facilitate easy retrieval of information and facilitate matching of information relating to
investment, raising of loans and other business activities of taxpayers collected through
various sources, both internal as well as external. PAN is unique to individual or entity and it
is valid across India. Once allotted to individual or entity, it is unaffected by change of name,
address within or across states in India or other factors. It enables department to link all
transactions of person with IT Department.

Government raises threshold monetary limit for filling appeals relating to tax cases
Why in news?
Union Finance Ministry has hiked threshold monetary limit for tax departments to file appeals all three levels
of appeal — Appellate Tribunals, High Courts, and Supreme Court. The move is aimed at significantly
decreasing taxpayer greivances and litigation burden of tax departments in courts and tribunals across the
country.
Key Facts
Tax departments, Central Board of Direct Taxes (CBDT) files appeals in ITAT (Income Tax Appellate
Tribunal) while Central Board of Indirect Taxes and Customs (CBIC) files appeals in CESTAT (Customs,
Excise and Service Tax Appellate Tribunal) and also in High Courts and Supreme Courts.
Under new limits tax departments CBDT and CBIC can file appeals in ITAT/CESTAT only if the tax amount
involved is Rs 20 lakh or more, up from Rs 10 lakh at present. Moreover, appeals can be filed in High Courts if
tax amount involved in litigation is Rs 50 lakh (up from Rs 20 lakh at present). For appeals in Supreme Court,
the threshold limit has been hiked to Rs 1 crore (from Rs 25 lakh at present).
The new threshold limits will result in 41% reduction litigation from CBDT‘s side, including 34% cases in
ITAT, 48% of cases in case of High Courts and 54% of cases in case of Supreme Court. Similarly, in case of
CBIC, it will result in reduction in 18% of cases as 16% of cases will be withdrawn in CESTAT, 22% in High
Courts, and 21% in Supreme Court.
This decision will give relief to taxpayers. It is also based on premise that the cost of litigation is sometimes
more than the recovery sought. It will also create trust in tax administration and give relief to honest, small and
mid-sized taxpayers. It will promote tax friendly environment and help to promote ease of doing business.
Background
More than 66% of cases are stuck in litigation involve 1.8% in value. In many cases, cost of litigation is higher
than the recovery. As per Economic Survey 2017-18, even though success rate of tax department at all three
levels of appeal — Appellate Tribunals, High Courts, and the Supreme Court is under 30% for both direct and
indirect tax litigation, it remains undeterred and persists in pursuing litigation at every level of the judicial
hierarchy making it the largest litigant in India. The tax department unambiguously loses 65% of its cases.
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Over period of time, the success rate of tax departments has only been declining, while that of assesses has
been increasing.
IMF cuts India’s growth forecast for 2018 to 7.3%
Why in news?
The International Monetary Fund (IMF) in its latest World Economic Outlook (WEO) update has projected
growth rate of 7.3% in 2018 and 7.5% in 2019 for India as against 6.7% in 2017. This makes India, fastest
growing country among major economies in 2018-19 and 2019-20.
Key Facts
India will grow by 7.3% in 2018-19 against earlier estimate of 7.4%, slightly less — 0.1 percentage point in
2018. In 2019-20, it will grow by 7.5% against earlier estimate of 7.8%. This reflects negative effects of higher
oil prices on domestic demand and faster than-anticipated monetary policy tightening due to higher expected
inflation. Despite India‘s slight downgrade in the projections, it continues to outperform China. Growth in
China is projected to moderate from 6.9% in 2017 to 6.6% in 2018 and 6.4% in 2019. This is mainly because
of regulatory tightening of financial sector takes hold and external demand softens.
India to remain fastest growing major economy till 2019-20
Why in news?
According to Asian Development Bank (ADB), India will continue to be fastest growing major economy,
ahead of China, with growth rate of 7.3% in 2018-19 and 7.6% in 2019-20. The growth projections were
supplement to ADB‘s Asian Development Outlook (ADO).
Key Highlights
Growth in Asia and Pacific‘s developing economies for 2018 and 2019 will remain solid as it continues apace
across the region, despite rising tensions between the US and its trading partners. Concerns for the region
include trade measures and rising trade tensions in the region. But the prudent macroeconomic and fiscal
policy-making will help economies across region prepare to respond to external shocks, ensuring that growth
in the region remains robust. South Asia will continue to be the fastest growing sub-region in Asia Pacific, led
by India, whose economy is on track to meet projected growth of 7.3% for 2018 and further accelerating to
7.6% in 2019, as measures taken to strengthen the banking system and tax reform boost investment. The
growth in India will be driven by increased public spending, uptick in private investment and higher capacity
utilisation rate.
Asian Development Bank (ADB)
ADB is a regional development bank based out of Asia. It aims to promote social and
economic development in Asia. It was established in December 1966. It is headquartered at
Ortigas Centre in Manila, Philippines. ADB‘s main objective is to assist its members and
partners, by providing loans, technical assistance, grants, and equity investments to promote
social and economic development. It has total 67 members, of which 48 are from within Asia
and the Pacific and 19 outside. ADB has been modelled closely on the lines World Bank. It
has similar weighted voting system where votes are distributed in proportion with members‘
capital subscriptions.
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IMF forecasts 7.3% GDP growth for India in 2018-19 and 7.5% in 2019-20
Why in news?
The International Monetary Fund (IMF) in its report has projected India‘s GDP growth 7.3% in the 2018-19
fiscal and 7.5% in 2019-2020 on strengthening of investment and robust private consumption. India‘s nearterm macroeconomic outlook for India is broadly favourable.
Highlights of IMF Report
Headline inflation
It is projected to rise to 5.2% in fiscal year 2018/19, as demand conditions tighten, along with recent
depreciation of rupee and higher oil prices, housing rent allowances and agricultural minimum support prices.
But it has averaged 3.6% in fiscal year 2017/18 which 17-year low, reflecting low food prices on return to
normal monsoon rainfall, agriculture sector reforms, subdued domestic demand and currency appreciation.
Current account deficit (CAD)
It is projected to widen further to 2.6% of GDP on rising oil prices and strong demand for imports. CAD will
be offset by slight increase in remittances
Financial sector reforms
They have been undertaken to address twin balance sheet problems, as well as to revive bank credit and
enhance efficiency of credit provision by accelerating cleanup of bank and corporate balance sheets. India‘s
stability-oriented macro-economic policies and progress on structural reforms are continuing to bear fruit.
Way Forward
Continued fiscal consolidation is needed for India to lower elevated public debt levels, supported by
simplifying and streamlining GST structure. Further, while important steps have been taken to improve
recognition of Non-Performing Assets (NPAs) and recapitalise Public Sector Banks (PSBs), more needs to be
done. Persistently-high household inflation expectations and large general government fiscal deficits and debt
are still key macroeconomic challenges.
PSB Reforms
Large fraud in PSBs highlights financial sector weaknesses and underscores need for government to take
further steps to improve PSBs‘ governance and operations, including by considering more aggressive
disinvestment.
Economic risks
Domestic economic risks are tilted to downside and external side risks include further increase in international
oil prices, tighter global financial conditions, retreat from cross-border integration including spillover risks
from global trade conflict and rising regional geopolitical tensions. Domestic risks pertain to tax revenue
shortfalls related to continued GST implementation issues and delays in addressing twin balance sheet
problems and other structural reforms.
Rupee for first time hit historic low of Rs. 70 mark against US dollar
Why in news?
Indian rupee for first time in history plunged to record low of Rs. 70.07 against US dollar on 14 August 2018.
However, it recovered later at around Rs. 69.84 after heavy intervention by Reserve Bank of India (RBI). This
sudden deprecation of rupee is similar to fall of other currencies of emerging markets triggered by crash in
Turkish currency lira.
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Background
Turkish lira has been in free fall following political and economic problems in Turkey, combined with fresh
trouble on the external front. It has slid by almost 50% against dollar in past one year. The primary reason for
ongoing rout in lira is poor economic management by government of President Recep Tayyip Erdogan.
Turkish economy is overheating due to soaring inflation (has reached annual rate of nearly 16% in July 2018),
mounting levels of foreign debt and very high current account deficit (CAD). Moreover, both Turkish
government and central bank are facing serious loss of credibility. There are also signs of massive bubble in
construction sector of Turkey, which is further threatening country‘s already fragile banking system.
Impact of Rupee
Rupee has been on downslide in 2018 and has slipped 9% in 2018 as foreign investors sold $6.8 million and
$5.15 billion in equity and debt markets respectively. Besides, Turkey‘s currency crisis has triggered for fresh
selling across emerging markets and further down sliding rupee sharply. Rupee is one of the worst performing
emerging market currencies and hardest hit in Asia due fall in Turkish lira. It is depreciating due to external
factors and at this stage it is not serious economic issue as depreciation is in line with other currencies. In
comparison to many other currencies, rupee has not seen that much depreciation. In future, if global currencies
show further meltdown, rupee will also fall further.
Implications of rupee’s fall
Weak rupee can act as kind of import tax. Due to fall in rupee, importers (especially oil companies and other
import-intensive companies) will be hardest hit as cost of importing goods or capital goods in to India will
increase. They will have to pay more Indian rupees to buy an equivalent amount of dollars. Exporters benefits
from weak rupee as they get more rupees while converting their dollar export earnings into Indian currency.
India‘s software exporters will benefit from rupee‘s decline. RBI assess trend in rupee vis-à-vis emerging
market currency pack and if all emerging market currencies are depreciating, it may further allow rupee to
weaken to protect export competitiveness. However it will make imports costlier. It will increase oil prices
(India is world‘s third biggest oil importer and ships in about 80% of its crude oil requirements) which may
exert further exert pressure on CAD and cause inflationary pressure. It may force RBI to hike interest rates to
check inflationary pressures. It will also play important role in attracting long term foreign direct investment
(FDI) to support make in India agenda, which has not yet taken off and one of the reason being the strong
rupee value.
India to grow 7.2% in 2018-19 down from earlier projection of 7.4%
Why in news?
Rating agency India Ratings & Research (Ind-Ra) in its Mid-Year FY19 Outlook has revised down India‘s
growth to 7.2% from its earlier projection of 7.4% for 2018-19 (FY19). The downward revision comes as
Indian economy to face headwinds from high crude oil prices, increase in minimum support prices (MSP) of
kharif crops, rising trade protectionism, depreciating currency and no visible signs of abatement of the nonperforming assets (NPA) of the banking sector.
Ind-Ra Mid-Year FY19 Outlook Projections
Growth in India is being primary driven by private consumption and government spending. But other two
engines of growth – investment and exports – have slowed down. Capex by government alone will be
insufficient to revive the capex cycle of the economy. Its share in total capex of economy was only 11.1%
during 2012-17. On the other hand, share of private corporations was 40.9%. Private corporations in
combination with household sector command 77.5% of total investment in the economy, so their capex revival

© Smart Leaders IAS

www.smartleadersias.com

Economy

7

is important for broad-based recovery in the investment cycle of the economy. Private final consumption
expenditure is projected to grow at 7.6% in 2018-19 compared to 6.6% in 2017-18, while expansion of
government final consumption expenditure is expected to slow down to 8.6% from 10.9% during the same
period.
The annual value of exports will touch $345 billion in FY19, crossing peak of $318 billion attained in FY14,
but India will continue to face headwinds on the exports front. It has already depreciated 7.7% till July 2018 in
response to elevated global turbulence, worsening of current account deficit (CAD), rising inflation and
concerns related to fiscal deficit.
India‘s currency account deficit to rise to 2.6% of GDP in 2018-19, up from 1.9 % in the last fiscal year. In
absolute terms, it is expected to widen to $ 71.1 billion in 2018-19 from $48.7 billion in 2017-18. Mobilisation
of $25 billion from non-resident Indians (NRIs), similar to funds raised in 2013, will be able to finance CAD.
Ind-Ra is one of the India‘s most respected credit rating agency that provides ratings, research and rigorous
analytics of market in India. The headquarters of Ind-Ra is located in Mumbai and is belong to Fitch group.
Government constitutes Bhaskar Ramamurthy Committee for JEE (Advanced) reforms
Why in news?
Union Ministry of Human Resource Development (HRD) has proposed to set up five-member committee to
suggest changes to JEE (Advanced) in the wake of an inadequate number of candidates qualifying entrance test
this year. The committee will be headed by IIT-Madras director Bhaskar Ramamurthy.
Key Facts
The mandate of committee is to develop robust and scientifically designed entrance exam system to test
potential of candidates as well as to reduce their dependence on coaching institutes. Other members of the
committee will include Abhay Karandikar (Director of IIT-Kanpur), Vineet Joshi (Director General of
National Testing Agency) and Professor Kannan Moudgalya of IIT-Bombay.
Background
The first merit list for JEE (Advanced) 2018 had only 18,138 candidates, which was only 1.6 times total
sanctioned seats. It was smallest pool of qualified candidates since 2012. It was also very less than mandated
required of twice number of seats on offer. This had forced HRD Ministry to step in last-minute and order IIT
Kanpur (which had organised JEE-Advanced this year) to release list of candidates, twice number of seats in
each discipline and category (strictly as per merit) prior to starting the choice filling through JoSAA (Joint Seat
Allocation Authority). Subsequently, IIT Kanpur added another 13842 candidates (8,954 general, 3,824 OBC,
771 SCs and 293 from ST category) to merit list, taking total up to 31,980 candidates. To avoid such incident
in future, HRD Ministry has proposed to set up five-member member Committee.
Reliance Industries become first Indian company to cross Rs. 8 trillion market cap
Why in news?
Mukesh Ambani-led oil-to-telecom behemoth Reliance Industries Ltd (RIL) became first Indian company to
cross Rs 8 lakh crore ($114 billion) market capitalisation. This record m-cap of RIL also bumped up Mukesh
Ambani‘s (India‘s richest man) wealth to over $48 billion (according to Bloomberg Billionaires Index). M-cap
is value of company that is traded on stock market, calculated by multiplying total number of shares by present
share price.
Key Facts

© Smart Leaders IAS

www.smartleadersias.com

8

Prelims Current Affairs - 2019

RIL achieved Rs 8 lakh crore m-cap feat, after its shares rose by 1.86% to close at a record high of Rs 1,269.70
on Bombay Stock Exchange (BSE) in intra-day trade, elevating its market cap to Rs 8.05 lakh crore. So far this
year, RIL shares surged over 38 per cent. RIL added the latest Rs 1 trillion in market cap in just 23 trading
sessions. It had first crossed Rs 7-trillion market cap in July 2018 (for second time after it had achieved $100
billion m-cap and for first time in 2007). It took 181 trading days to move from Rs 6 trillion to Rs 7 trillion mcap. Currently, RIL‘s market value accounts for 5% of India‘s total market cap. The market valuation of RIL is
considerably higher than IT giant Tata Consultancy Services (TCS‘) Rs 7,77,870 crore m-cap. TCS was first
Indian IT company to reach Rs. 7 lakh crore ($100 billion club) market capitalisation (m-cap) milestone in
May 2018 and second company after to achieve milestone after RIL.
Reliance Industries Limited (RIL)
It is an Indian conglomerate company founded in 1977 by Dhirubhai Ambani. It is
headquartered in Mumbai, Maharashtra, India. At present, Mukesh Ambani is its Chairman
and MD of RIL and owns about 47% stake in it. RIL is engaged in energy, petrochemicals,
textiles, natural resources, retail, and telecommunications. It is second largest company in
India as measured by revenue after government-controlled Indian Oil Corporation. It is
ranked 203rd on the Fortune Global 500 list of the world‘s biggest corporations as of 2017. It
is ranked 8th among the Top 250 Global Energy Companies by Platts as of 2016.
Fitch raises India’s GDP forecast to 7.8% from 7.4% for FY19
Why in news?
Fitch Ratings in its Global Economic Outlook has revised up India‘s growth forecast for current fiscal year
(2018-19) to 7.8% from 7.4% projected earlier. However it has flagged tightening of financial conditions,
weak bank balance sheets and rising oil bill as headwinds to growth.
Key Highlights
Fitch‘s upward revision in growth forecast comes in backdrop of GDP expanding 8.2% in the April-June
period, higher than its expectation of 7.7%. This robust performance was partly attributable to a powerful base
effect, with GDP growth dampened in 2Q17 (April-June) by companies destocking ahead of rollout of goods
and services tax (GST). It has however cut growth forecasts for FY 2019-2020 and FY 2020-2021 growth by
0.2 percentage points to 7.3%. It is also picking up to upper part of Reserve Bank of India‘s (RBI) target band
(4%, plus minus 2%) within forecast horizon on relatively high demand-pull pressures and rupee depreciation.
Rupee has been worst-performing major Asian currency so far this year. Despite RBI‘s greater tolerance for
currency depreciation, interest rates have been raised to higher levels, more than anticipated. Fiscal policy
should remain quite supportive of growth in run-up to elections likely to be held in early 2019. The investment
to GDP ratio has stopped trending down, helped by ramped-up public infrastructure outlays, in particular by
state-owned enterprises (SOEs).
Fitch Ratings
It is one of Big Three credit rating agencies in the world, the other two being Moody‘s and Standard & Poor‘s.
Fitch Ratings is smallest of the ―big three‖. It is headquartered in New York (US) and completely owned by
Hearst Corporation. Credit rating agency is company that assigns credit ratings, which rate debtor‘s ability to
pay back debt by making timely interest payments and likelihood of default.
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GDP Back Series DATA
Why in News?
NITI Aayog and the Central Statistics Office (CSO)
released the 'back-series' of India's gross domestic product
(GDP) data from 2005-06, using a new methodology.
Background
In 2015, the government adopted a new method for the
calculation of the gross domestic product of the country.
 adopted the Gross Value Added measure to better
estimate economic activity.
 change also involved a bringing forward of the base year used for calculations to 2011-12 from the
previous 2004-05.
However, this led to the problem of not being able to compare recent data with the years preceding 2011-12.
The back series data released provides the earlier years‘ data using the new calculations.
Highlights of the New Data
The new data shows that, contrary to the earlier perception, the Indian economy never graduated to a ‗high
growth‘ phase of more than 9% in the last decade or so. It was also pointed out that the newer data, especially
for the mining and manufacturing sectors, shows that India did not recover from the global financial crisis as
quickly as initially thought.
Why there is a difference in old and new data?
There is a revision of base year to a more recent year. While doing the exercise, the government adopted the
recommendations of the United Nations System of National Accounts, which included measuring the GVA,
Net Value Added (NVA), and the use of new data sources wherever available. One of these data sources is the
Ministry of Corporate Affairs MCA-21 database, which became available since 2011-12 only. o The key
difference between the two was that the old method measured volumes — actual physical output in the
manufacturing sector, crop production, and employment for the services sector. MCA-21‘s approach has been
discussed in the box. The new method is also statistically more robust as it tries to relate the estimates to more
indicators such as consumption, employment, and the performance of enterprises, and also incorporates factors
that are more responsive to current changes, unlike the old series that usually took 2-3 years to register an
underlying change.
Issues in New Data
Difference with earlier findings
The new back series data diverges from the estimates made in a draft report released by the National Statistical
Commission in August 2018. The clear example of this is agriculture, where no new database has been used
and all the data on prices, production and inputs is based on same data set.
Not enough explanation on Datasets and proxies
There is not enough explanation for the choice of datasets and proxies, especially those datasets that didn‘t
exist before 2011-12. Though the CSO release mentioned usage of several proxies, there were no details about
why those were selected over other datasets.
Credibility debatable
The role of the NITI Aayog in the release of the statistical exercise of CSO, which comes under Ministry of
Statistics and Programme Implementation (MoSPI), has been questioned.
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Gross Domestic Product (GDP) vs Gross Value Added (GVA)
Gross Domestic Product (GDP) is the monetary value all final economic goods and services produced in a
country during a specific period of time. GVA is measure of value of goods and services produced in
economy. GVA + taxes on products - subsidies on products = GDP. GVA is sector specific while GDP is
calculated by summation of GVA of all sectors of economy with taxes added and subsidies are deducted.
MCA-21 Database
It is an e-governance initiative that was launched in 2006 to allow firms to electronically file their financial
results and advance filing of corporate accounts, to calculate national accounts. It allows for a more granular
approach, looking at the balance sheet data of each company and aggregating the performance of the sector
from that, after adjusting for inflation. It also include addition to the volume index of Index of Industrial
Production (IIP) and establishment-based dataset of Annual Survey of Industries (ASI).
CBIC develops GST Verify mobile app to protect interest of consumers
The Central Board of Indirect Taxes and Customs (CBIC) has developed mobile app ‗GST Verify‘ to protect
interest of consumers. It is android app to verify if the person collecting GST from consumer is eligible to
collect it or not.
Key Facts
The app provides details of person or company collecting GST. It has been developed by B Raghu Kiran joint
commissioner GST Hyderabad and can be used all across the country. It will allow customers to verify their
bill if any GST amount mentioned is of genuinely registered person or not. This will help consumers to save
the amount shown as tax from fraudster they are cheating them.
Central Board of Indirect Taxes and Customs (CBIC)
CBIC is the nodal national agency responsible for administering Customs, GST, Central
Excise, Service Tax & Narcotics in India. It is part of the Department of Revenue under
Union Ministry of Finance. It is headquartered in New Delhi. It is one of the oldest
government departments of India (established in 1855 by the then British Governor General
of India, to administer customs laws in India and collection of import duties / land revenue).
It was renamed to present name from Central Board of Excise & Customs (CBEC) in March
2017. CBIC deals with tasks of formulation of policy concerning levy and collection of
customs and central excise duties and service tax, prevention of smuggling and administration
of matters relating to customs, central excise, service tax and narcotics. It is administrative
authority for its subordinate organizations, including Central Excise and Service Tax
Commissionerates, Custom Houses and Central Revenues Control Laboratory.
Reining in CAD and Rupee
Why in News?
To contain the widening current account deficit (CAD) and check the fall of the rupee, the government
recently announced specific steps to attract dollars and address volatility in the financial markets.
Background
The recent fall in the value of Rupee has been mainly caused by pulling out of Foreign Portfolio Investors
(FPIs) and decline in demands of Indian exports, along with the rising crude prices, fears of an escalating trade
war and higher US interest rates. India‘s CAD jumped to 2.4 per cent of Gross Domestic Product in the first
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quarter of 2018-19, from 1.9 per cent in March 2018. Data shows India‘s foreign exchange reserves have been
falling steadily over the past five months.
Recent Steps taken to attract dollars
 Enabling more companies to raise External Commercial Borrowings (ECBs).
 Manufacturing firms can get ECBs up to $50 m with minimum maturity of 1 year as compared to
earlier three.
 Removal of exposure limit of 20% of FPI‘s corporate bond portfolio to a single corporate group.
 Masala bonds issued in 2018-19 exempt from withholding tax.
 Easing of curbs on marketing, underwriting of Masala bonds.
Way Forward
Until the RBI can rein in domestic inflation and the government can take steps to boost exports and curb
imports, emergency measures like the issuance of NRI bonds can only offer temporary respite to the rupee.
The government will also take steps to cut imports of non-essential items such as steel, furniture, etc. and to
boost exports. The government is also looking to expand the phased manufacturing plan to include some
sections of the consumer durables industry.
About Masala Bonds:
Masala bonds are rupee-denominated debt securities issued outside India by Indian
companies.
The bonds are directly pegged to the Indian currency. So, investors directly take the currency
risk or exchange rate risks.
External Commercial Borrowings
It is the financial instrument used to borrow money from the foreign sources of financing to
invest in the commercial activities of the domestic country. Simply, borrowing money from
the non-resident lenders and investing it in the commercial activities of India is called as
external commercial borrowings.
Withholding Tax
It is an amount that an employer withholds from employees' wages and pays directly to the
government. The amount withheld is a credit against the income taxes the employee must pay
during the year. It also is a tax levied on income (interest and dividends) from securities
owned by a non-resident as well as other income paid to nonresidents of a country.
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BANKING AND MONETARY POLICY
Project Sashakt
Why in news?
Recently the government announced a comprehensive plan Project Sashakt for the resolution of stressed assets
in banking sector.
Present status of Non-Performing Assets
Gross non-performing assets (NPAs) with the banking rose to ever time high 11.6% in March 2018. Around
85% of these bad loans were with the PSBs. The GNPA for PSBs stands at 15.7%. PSBs condition is
particularly bad as compared to private banks because they have to lend under various government objectives
and under the compulsion of social banking. The Reserve Bank of India has already warned that the gross NPA
ratio of scheduled commercial banks could rise to 12.2% by March 2019.
About the project
It aims to strengthen the credit capacity, credit culture and credit portfolio of public sector banks. It is a fivepronged strategy towards resolution of stressed assets, as recommended by Sunil Mehta Committee.
Small and Medium Enterprise (SME) resolution approach
It is applicable for loan exposure up to Rs.50 crore. For this, a resolution plan based on simple metrics and
Standard Operating Process (SOP) will be arrived at within 90 days of detection of stress by individual banks.
Internal SME steering panel(s) should be established by banks for formulating and validating these schemes,
including provision of additional funds.
Bank-led resolution approach
It is for loans between Rs.50 crore and Rs.500 crore resolution, led by a consortium of lenders, needs to be
completed within 180 days, failing which the asset would be referred to the National Company Law Tribunal
(NCLT) for insolvency proceedings. Under this, banks would sign inter-creditor agreement, according to
which lenders with exposure to stressed accounts will appoint a lead bank as its agent to formulate a resolution
plan. The resolution plan has to be approved by voting by lenders holding at least 66 per cent of the debt. The
independent steering committee appointed by the Indian Banks Association (IBA) has to validate the process
within 30 days.
AMC/AIF led resolution approach
Under this, loans above Rs.500 crore would be resolved through an independent asset management company
(AMC) which would be funded by alternative investment fund (AIF). AIF would raise funds from foreign and
institutional investors. Banks may also invest if they wish. Besides, AIFs can also bid for assets in NCLT. The
price discovery of these NPAs will be through open auction by the lead bank in which asset reconstruction
companies (ARCs), AMCs and other investors can participate.
NCLT/IBC approach
It also envisages invocation of IBC if other options fail. The resolution route is also applicable to larger assets
already before the National Company Law Tribunal (NCLT) and any other asset whose resolution is still
pending. Asset-trading platform to be created for trading of both performing and NPAs.
Benefits
It will ensure the operational turnaround of the banks and stressed companies and help retain and recover the
asset value. The plan doesn‘t involve government interference as it would entirely be led by banks. Also, it
does not require any law to be enacted. All provisions comply with existing regulation of banking sector.
Hence it will speed up process of resolution. It is seen as an effort to create a market for assets which is
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commendable. The inter creditor agreement will prevent the earlier delays in decisions making among lender
banks and will work and implement the resolution plan swiftly. The resolution process will help bring in
credible long-term external capital and limit the burden on the domestic banking sector. It also ensures robust
governance and credit architecture to prevent a similar build-up of non-performing loans in the future.
Challenges
The strategy appears to be incremental as none of the approach attempts early resolution of NPAs in banks.
There is nothing new in the resolution plan. All the approaches like setting up focused verticals for
management of stressed assets, SME Steering Committee are in operation in most of the banks in one form or
the other. Besides, 26 ARCs and a couple of resolution advisory service companies are already in operation for
NPA resolution. The bank-led resolution approach has failed in the past. Also, here the key challenge would be
to arrive at a consensus, as the exposure is held by multiple banks/lenders. ARCs are low-capital institutions.
They have to mobilize resources for large scale NPA resolution. But only a few investors have come in so far.
ARCs are smaller institutions compared to banks and depend on people‘s investment. If that money is to be
used for buying stressed asset they will be answerable to public. The issue of price at which the banks should
transfer the assets to ARCs has always been contentious. There often is a mismatch between the price quoted
by bank and the ARCs.
Municipal Bonds
Why in News?
Indore Municipal Corporation recently listed its bonds aggregating Rs. 100 Crore and received an
oversubscription of 1.26 times. This is the third such listing after urban local bodies (ULBs) of Hyderabad and
Pune in the last one year.
Municipal Bonds
Municipal Bonds are marketable debt instruments issued by ULBs either directly or through any intermediate
vehicle (Corporate Municipal entity/statutory body/special purpose distinct entity) with an objective to on-lend
towards projects implemented by the ULB. The funds raised may be utilized towards implementation of capital
projects, refinancing of existing loans, meeting working capital requirements etc., depending on powers vested
with the ULBs under respective municipal legislation. Bangalore Municipal Corporation was the first ULB to
issue Municipal Bond in India in 1997.
Significance
These can be the solutions to the financial issues of Indian cities which, according to Isher Judge Ahluwalia
Committee in 2011, require Rs. 40 Trillion at constant prices over next 20 years. As per CARE rating
estimates, large municipalities in India could manage to raise Rs 1000 crore to Rs 1500 crore every year by
issuing municipal bonds. Attract new long-term investors and resources into urban projects this includes
insurance funds, mutual funds and external funds. It also provides greater flexibility in terms of revenue and
repayment options. As a force multiplier for improving internal processes requires ULBs to implement a
stringent reporting and disclosure standard which ushers in greater transparency and accountability towards
citizens. The money raised from municipal bonds can boost quality of life in cities, enhancing job prospects in
the locality and may also prove a good investment option for investors.
Prerequisite for effective issuance as per ‘Guidance on use of Municipal Bonds’
Financial Discipline and information disclosure accounting discipline, quality of financial reporting and
periodicity of information dissemination and disclosures by ULBs are key demands for long term investors.
Ring Fenced Projects along with approved DPRs help build investor confidence. Shelf of Project for
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sustainable financing, ULBs are required to view municipal bonds as an ongoing alternative financing channel
rather than as a one off initiative. Multi-year plans along with a prioritized shelf of projects to be financed by
future bond issuance should be prepared. Escrowed Revenues to address risk perception of investors escrowing
can be done to earmark specific revenue streams of ULBs for debt servicing so as to improve visibility and
certainty of cash flows to investors which would then improve credit quality and issue rating of bonds.
Conclusion
As bonds have to be repaid through cash flows, the urban governments should strengthen their own revenue
base from other sources as well, such as property tax reforms and user charges. Money raised from the bonds
should not be diverted for other purposes as done earlier by several State governments in their projects. India
would need policies to reduce the risks in municipal bonds, following model can be adopted for this:
 Japan provided a sovereign guarantee to Japan Financial Corporation for Municipal Finance.
 The Development Bank of South Africa uses its balance sheet to support municipal bond issues.
 Denmark uses pooled finance/ joint bond issue mechanism to protect bond holders in case one city in
the pool defaults. (Some cities in Tamil Nadu and Kerala experimented with this)
SEBI Guidelines on municipal bonds, 2015
As per the SEBI Regulations, 2015, a municipality or a Corporate Municipal Entity (CME) should meet certain
conditions:
The ULB should not have negative net worth in any of three immediately preceding financial years.The
municipality should not have defaulted in repayment of debt securities or loans obtained from banks or
financial institutions during the last 365 days. The corporate municipal entity, its promoter, Group Company or
director(s), should not have been named in the list of the willful defaulters published by the RBI. Municipal
bonds should have mandatory ratings above investment grade for pubic issue. The bonds should have a threeyear maturity period and financial institutions including banks should be appointed as monetary agencies.
Municipalities need to contribute at least 20% of the project cost. SEBI allowed urban local bodies to raise
money through the issue of revenue bonds as well. Municipal bonds where the funds raised are kept for one
project are termed revenue bonds. Servicing of these bonds can be made from revenue accrued from the
project.
Framework for Bond Market Development
Why in news?
SEBI has proposed a new framework for bond market development in India. The proposal was announced in
Budget for 2018-19 that SEBI will consider mandating, beginning with large corporate, meeting about onefourth of the companies' financing needs from the bond market. Over time government has taken a number of
steps to deepen the bond market. Some of them are:
 Mandatory reporting requirement of OTC (over the counter) trades in bonds and dissemination of the
data in public domain
 Setting up of dedicated debt segment on exchanges
 Electronic bidding platform for private placement
 As a result, the share of bond market in comparison to bank financing has seen a steady growth.
Further, FY 2016-17 was a watershed year when share of bond market financing overtook that of bank
financing.
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Proposed New Bond market Framework
The framework is proposed to be implemented from April 1 next year. It will be applicable to large corporates,
i.e., which has an outstanding long term borrowing of at least Rs 1 billion, credit rating of AA and above and
intends to finance itself with long-term borrowings (borrowings above 1 year) o SEBI may decide on reducing
the threshold of rating framework from ―AA‖ to ―A‖ after making an assessment of the capacity of the bond
market to absorb even lower rated issues. The large corporate will have to garner at least 25 per cent of their
borrowings made in 2019-20 through bond market. Comply or Explain approach for the initial two years of
implementation.
 In case of non-fulfillment of the requirement of market borrowing, reasons for the same will have to be
disclosed as part of the ―continuous disclosure requirements‖.
 After 2 years if there is any shortfall in compliance, a monetary penalty in the range of 0.2 per cent to
0.3 per cent of the shortfall will be levied.
Benefits
This move will create the right structure for future borrowing and the financial system will emerge stronger
than before. This will reduce reliance on banks for financing corporate which are reeling under bad debts and
simultaneously develop a liquid and vibrant corporate bond market. By starting off with AA-rated companies,
SEBI has ensured that there is minimum risk of default. It will make India par global practices where bond
markets dominate and banks are investors in this market. Bonds are an ideal tool for financing long-term
infrastructure projects, and can thus help to fill the region‘s infrastructure investment gap.
Issues in bond financing of infrastructure projects
The lack of depth and liquidity of domestic local currency bond markets makes bond financing difficult. Credit
rating gaps is also one of the problems. According to ratings by the three international credit rating agencies,
the share of infrastructure bonds rated AA or above is about 52% in the EU, but only around 16% in Asia.
Infrastructure bonds pose a challenge for corporate issuers because their credit ratings are lower than those of
governments. This raises the cost of debt financing.
Limited Liability Partnerships
Why in news?
The Ministry of Corporate Affairs (MCA) has send notices to 7,775 limited liability partnerships (LLPs) for
not filing annual returns for at least two consecutive years.
Limited Liability Partnerships
It is an alternative corporate business vehicle that provides the benefits of limited liability of a company, but
allows its members the flexibility of organising their internal management on the basis of a mutually arrived
agreement, as is the case in a partnership firm. The LLP as a separate legal entity, is fully liable of its assets but
liability of the partners is limited to their agreed contribution in the LLP.
 It limits the liability of partners as far as civil cases are concerned.
 In such a partnership, partners can‘t be held liable for another‘s misconduct or negligence.
Foreign Direct Investment in an LLP is also allowed and it can be in the form of capital contribution or by way
of acquisition of profit shares. Owing to flexibility in its structure and operation, it is useful for small and
medium enterprises, in general, and for the enterprises in services sector, in particular. It is governed by the
provisions of the Limited Liability Partnership Act, 2008. The LLP Act 2008 confers powers on the Central
Government to apply provisions of the Companies Act, 1956 as appropriate. Central Government also has
powers to investigate the affairs of an LLP, if required, by appointment of competent Inspector for the purpose.
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A registrar of Companies (ROC) is appointed under Companies Act and is under Ministry of Corporate
Affairs. Its primary duty is to register companies and LLPs under respective states and UTs and ensure their
compliance with statutory requirements.
Since laws are less stringent for LLPs, it is a preferred option for businesses. Over 50,000 private companies
converted to LLPs during April-November 2017 due to It has lower registration cost.
 It does not have requirement of compulsory audit.
LLPs are also tax efficient as they are exempt from dividend distribution tax and minimum alternative tax.
However, like shell companies, inactive LLPs can be used for tax evasion and money laundering. Hence, the
government is now taking steps to deregister inactive LLPs to prevent generation of black money.
Banks Board Bureau recommends elevation of 15 executive directors as MD PSU bank
Why in news?
The Banks Board Bureau (BBB) has recommended 15 executive directors to be elevated as managing directors
(MD) at various public sector banks (PSBs).
Final decision
It was headed by former Department of Personnel and Training Secretary B P Sharma. These
recommendations were based on interactions held by BBB and are subject to various clearances. The
Appointments Committee of Cabinet (ACC) headed by Prime Minister will take the final decision in this
regard.
Banks Board Bureau (BBB)
BBB is advisory authority (autonomous and self-governing body) of Central Government
comprising eminent professionals and officials to improve governance of PSBs. It was
announced by Union Government in August 2015 as part of seven point Indradhanush
Mission to revamp PSBs and based on recommendations of RBI-appointed Nayak
Committee. It is based in Mumbai, Maharashtra. The first BBB was set up in February 2016
under chairmanship of former CAG Vinod Rai.
Mandate: Its broad agenda is to improve governance at state-owned lenders. Its mandate also
involves advising government on top-level appointments in PSBs and assisting banks with
capital-raising plans through innovative financial methods and instruments as well as
strategies to deal with issues of stressed assets or bad loans. Composition: BBB comprises of
Chairman, three ex-officio members (from government) and three expert members, two of
which are from private sector.
Vishwas Patel appointed as Chairman of Payments Council of India
Why in news?
Payments Council of India (PCI) has appointed Vishwas Patel, Director at Infibeam Avenues as its new
Chairman. He will take over from Naveen Surya, who has been elevated to post of Chairman Emeritus. He has
been associated with PCI since its inception in 2013 and was serving as PCI‘s co-Chairman. PCI also has
appointed Loney Antony, Managing Director, Hitachi Payment Services, as its new co-Chairman.
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Payments Council of India (PCI)
PCI is an apex non-governmental body representing companies in payments and settlement
system. It was formed in 2013 under aegis of IAMAI (Internet and Mobile Association of
India) to cater needs of digital payment industry in India. It was formed for representing
various regulated non-banking payment industry players and to help resolve various industry
level issues and barriers in payments and settlement system.
It works with all its members to promote payments industry growth and support goal of ‗Cash
to Less Cash Society‘ and ‗Growth of Financial Inclusion‘ which is also vision shared by
Government of India and Reserve Bank of India (RBI). PCI works closely with regulators i.e.
RBI, Finance Ministry and any similar government, departments, bodies or institutions to
make ‗India a less cash society‘.

Scheme of Recapitalization of Regional Rural Banks
Why in news?
Union Cabinet has approved extension of scheme of recapitalization of Regional Rural Banks (RRBs) for next
three years (upto 2019-20). This will enable RRBs to maintain minimum prescribed Capital to Risk Weighted
Assets Ratio (CRAR) of 9%. It will ensure strong capital structure and minimum required level of CRAR. This
will facilitate financial stability of RRBs and enable them to play greater role in financial inclusion and
meeting credit requirements of rural areas.
About the scheme
The scheme of Recapitalization of RRBs was started in 2010-11 and was extended twice in the year 2012-13
and 2015-16. The last extension was upto March 2017. Total amount of Rs. 1107.20 crore, as Central
Government share, out of Rs. 1450 crore, was released to RRBs upto March, 2017. The remaining amount of
Rs.342.80 crore will be utilized to provide recapitalization support to RRBs whose CRAR is below 9%, during
the extended three years period. This will be in addition to announcement made in 2018-19 Budget for relating
to allowing financially strong RRBs to raise capital from sources other than Central Government, State
Government and Sponsor Bank. The identification of RRBs requiring recapitalization and amount of capital to
be provided will be decided in consultation with NABARD.
Regional Rural Banks (RRBs)
RRBs were set up as government-sponsored, regional based rural lending institutions under
Regional Rural Banks Act, 1976. They are scheduled commercial banks (Government banks)
and are configured as hybrid micro banking institutions, combining local orientation and
small scale lending culture of cooperatives and business culture of commercial banks.
Objective: They have been created with a view to serve primarily rural areas of India with
basic banking and financial services. They fulfill credit needs of relatively unserved sections
in rural areas-small and marginal farmers, agricultural labourers and socio-economically
weaker sections and small entrepreneurs in rural areas for development of agriculture, trade,
commerce, industry and other productive activities. RRBs can also set branches set up for
urban operations and their area of operation may include semi urban or urban areas too.
Ownership: RRBs are jointly owned by Central Government, concerned State Government
and Sponsor Banks with the issued capital shared in the proportion of 50%, 15% and 35%
respectively.
Functions: provide banking facilities to rural and semi-urban areas, they carry out
government operations like disbursement of wages of MGNREGA workers, distribution of
pensions etc, they provide para-Banking facilities like locker facilities, debit and credit cards.
They can also function as Small financial banks.
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European Bank for Reconstruction and Development
Why in news?
India was formally inducted as 69th shareholder of European Bank for Reconstruction and Development
(EBRD). This comes after entire membership process completed recently and after EBRD‘s board of
governors, which represents all existing shareholders voted unanimously in favour of India‘s application in
March 2018. India had applied for EBRD membership in December 2017.
Shareholder
India being shareholder, will only take shareholding in EBRD and will not be recipient of EBRD financing.
But it may benefit India indirectly through EBRD projects or if Indian companies invest alongside the bank. It
will pave way for more joint investment with Indian companies across EBRD‘s regions of operation. It opens
up further joint investment prospects for India in markets such as Central Asia, Egypt and Jordan.
European Bank for Reconstruction and Development (EBRD)
EBRD is a multilateral developmental investment bank. It was established in 1991 after fall
of Berlin wall to promote private and entrepreneurial initiative in emerging Europe. It is
owned by 65 countries and two EU institutions. It is headquartered in London, United
Kingdom.
It initially focused to help former Communist states build their economies after the Cold War.
Later it expanded to support development in more than 30 countries from central Europe to
central Asia. Now it works only in countries that are committed to democratic principles
using investment as tool to build market economies.
It invests in 38 emerging economies across three continents (North America, Africa, Asia and
Australia) with predefined set of criteria that aim to make its countries more competitive,
better governed, greener, more inclusive, more resilient and more integrated.
Government to infuse Rs 11,336 crore capital in 5 public sector banks
Why in news?
Union Finance Ministry is planning to infuse additional capital close to Rs 11,336 crore in 5 more public sector
banks (PSBs) by September 2018-end. These five state-owned banks are Punjab National Bank (PNB),
Corporation Bank, Andhra Bank, Allahabad Bank and Indian Overseas Bank (IOB).
Facts
This round of capital infusion will be done through issuance of recapitalization bonds and not directly from
Budget. This additional capital will help these banks to meet minimum regulatory capital adequacy ratio
(CAR) and enable them to make interest payments on certain bonds on time. Within capital infusion plan of
these five PSBs, PNB is expected to get highest amount of Rs 2,816 crore. Corporation Bank is will get Rs
2,555 crore followed by Indian Overseas Bank (Rs 2157 crore), Andhra Bank (Rs 2,019 crore) and Allahabad
Bank (Rs 1,790 crore). This capital infusion by Government will be only for purpose of meeting minimum
regulatory requirement and will be not growth capital which will be provided in second half of current fiscal
year. The growth capital will only be given to those banks which meet performance targets and modalities set
by Finance Ministry as per agreement signed with each bank.
Background
The latest round capital infusion in these 5 PSBs will be part of remaining Rs 65,000 crore out of Rs 2.11 lakh
crore capital infusion announced by Union Government for two financial years. In October 2017, Union
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Government had announced Rs 2.11 lakh crore capital infusion programme, under which PSBs were to get Rs
1.35 lakh crore through recapitalisation bonds, and balance Rs 58,000 crore through raising of capital from
market and remaining through budgetary support. The government has already infused Rs 80,000 crore out of
Rs 1.35 lakh crore through recapitalisation bonds in PSBs and balance will be done during this financial year
(2018-19).
RBI to issue new 100 rupee notes in lavender colour
Why in news?
Reserve Bank of India (RBI) will shortly issue new Rs. 100 denomination banknotes in lavender colour in
Mahatma Gandhi (New) Series. This comes on back of new designs introduced for Rs 200, Rs 500 and Rs 10
notes, in the last couple of years. The old Rs 100 notes in the earlier series will also continue to be legal tender
along with new notes.
Key Features of new Rs. 100 note
The front side of new Rs. 100 note depicts Mahatma Gandhi‘s face and back side features motif of ―RANI KI
VAV‖, highlighting the country‘s cultural heritage. Rani ki Vav, a UNESCO world heritage stepwell site in
Patan, Gujarat built in memory the 11th century king Bhima. The dimension of new note is 66 mm × 142 mm,
which will be the same as the other new notes of Rs 200, Rs 500 and Rs 10 released earlier. Like every other
currency note, it also has a portrait of Mahatma Gandhi at the centre. It has security thread with inscriptions,
‗
‘ and RBI. If the note is tilted, the colour changes from green to blue.
Right side of Mahatma Gandhi portrait includes guarantee clause, Governor‘s signature with promise clause
and RBI emblem. Ashoka Pillar emblem is on right side of note. The top left side and bottom right side have
number panel with numerals in ascending font. Mahatma Gandhi portrait and electrotype (100) watermarks
and it also has Swachh Bharat logo with slogan. It also has certain features incorporated for the visually
impaired. These include intaglio or raised printing of Mahatma Gandhi portrait, Ashoka Pillar emblem, raised
triangular identification mark with micro-text 100, four angular bleed lines on the right and left sides.
Banks, FIs ink inter-creditor agreement for faster NPA resolution
Why in news?
Banks and Financial Institutions (FIs) have signed Inter-Creditor Agreement (ICA) aimed at faster resolution
of stressed assets of Rs. 50 crore or more which are under consortium lending. It has been signed by 22 public
sector banks, 19 private sector banks and 32 foreign banks and 12 major financial intermediaries like LIC,
HUDCO etc.
Inter-Creditor Agreement (ICA)
ICA Framework is part of project ‗Sashak‘. Under it, lead lender (having highest exposure) will be authorised
to formulate resolution plan for operation turnaround of assets which will be presented to lenders for their
approval. It will be applicable to all corporate borrowers who have availed loans and financial assistance for
amount of Rs. 50 crore or more under consortium lending or multiple banking arrangements. Each resolution
plan will be submitted by lead lender to Overseeing Committee.
The decision making under ICA framework will be by way of approval of majority lenders i.e. lenders with
66% share in aggregate exposure. Once resolution plan is approved by majority lenders, it will be binding on
all lenders that are party to ICA. The plan formulated under ICA will be in compliance with RBI norms and all
other applicable laws and guidelines. Banks opposing resolution plan will have option to sell their stressed
loans to company at discount or buy out loans to that entity from all other lenders at premium.
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Significance of ICA framework
The ICA framework aims for faster facilitation of the stressed assets resolution. It gives a bigger say to lead
lender in consortium and allows resolution plan to be approved if 66% of the banks in the group agree to it. It
authorises lead bank to implement resolution plan in 180 days and leader would then prepare resolution plan. If
any lender dissents, the lead lender will have the right but not the obligation to arrange for buy-out of the
facilities of the dissenting lenders at a value that is equal to 85 per cent of the lower of liquidation value or
resolution value. The dissenting lenders can exercise such right of buy-out in respect of the entire facilities
held by other relevant lenders.
Background
According to RBI, India‘s banks had 12.5% of their total loans categorised as nonperforming or restructured at
the end of March 2018. But RBI in February 2018 had withdrawn half dozen loan restructuring schemes and
tightened rules to steer more companies to bankruptcy courts. It had issued revised framework for resolution of
stressed assets. Besides, after recommendations of Government formed Sunil Mehta Committee, Inter-creditor
Agreement was prepared under aegis of Indian Banks‘ Association (IBA) to serve as platform for banks and
FIs to come together and take joint and concerted actions towards resolution of stressed accounts.
Cabinet approves Extension of Concessional Financing Scheme
Why in news?
Union Cabinet has approved first extension of Concessional Financing Scheme (CFS) for another five years
from 2018 to 2023 to support Indian Entities bidding for strategically important infrastructure projects abroad.
The scheme also has been liberalized, allowing any Indian company, irrespective of ownership eligible to
benefits of it.
Implementation
Under CFS, Ministry of External Affairs (MEA) selects specific projects keeping in view strategic interest of
India and sends same to Department of Economic Affairs (DEA). The strategic importance of project to
deserve financing is decided on case to case basis, by Committee chaired by Secretary, DEA and with
members from Department of Expenditure and Department of Financial Services, Ministry of Finance; MEA;
Department of Industrial Promotion and Policy (DIPP), Ministry of Commerce and Ministry of Home Affairs.
Deputy National Security Adviser (Dy NSA) is also a member of this Committee. Once project is approved by
Committee, DEA issues formal letter to Export-Import (EXIM) Bank conveying approval for financing of
project.
The Scheme is presently being operated through EXIM Bank, which raises resources from market to provide
concessional finance. Union Government provides counter guarantee and interest equalization support of 2%
to EXIM Bank to offer concessional finance to any foreign Government or its owned or controlled entity, if
any Indian entity, succeeds in getting contract for execution of project. EXIM Bank can extend credit at rate
not exceeding LIBOR (avg. of six months) + 100 bps. The repayment of loan is guaranteed by foreign
government.
Background
Prior to introduction of CFS, Indian entities were not able to bid for large projects abroad since cost of
financing was very high for them and bidders from other countries such as China, Japan, Europe and US were
able to provide credit at superior terms (i.e. lower interest rate and longer tenures giving advantage to bidders
from those countries). Union Government is executing CFS since 2015-16 to support Indian entities bidding
for strategically important infrastructure projects abroad. CFS has enabled India to generate substantial
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backward linkage induced jobs, demand for material and machinery in India and also created lot of goodwill
for India.
Bidder Information Management System and Bhoomi Rashi
Why in news?
Union Ministry of Road Transport & Highway (MoRTH) launched two IT initiative Bidder Information
Management System (BIMS) and Bhoomi Rashi and PFMS linkage aimed at expediting pre construction
processes relating to bidding and land acquisition respectively.
Bidder Information Management System (BIMS)
BIMS portal aims at streamlining process of pre-qualification of bidders for EPC Mode of contracts for
National Highway works with enhanced transparency and objectivity. It works as data base of information
about bidders, covering basic details, civil works experience, cash accruals and network, annual turnover etc.
It allows assessment of pre-qualification of bidders from data already stored in portal to carry out technical
evaluation at much faster rate. It will be used by all project implementation agencies of MoRTH for
maintenance of technical information of civil works of contractors, concessionaires and for online technical
evaluation of civil works bids.
BIMS portal will be operated in conjunction with Central Public Procurement Portal (CPPP) portal for
invitation of bids for civil works for EPC mode. It will help to significantly reduce procurement time for
projects through objective and transparent online evaluation system thereby leading to accelerated project
implementation
Bhoomi Rashi
Bhoomi Rashi portal has been developed by MoRTH and National Informatics Centre (NIC). It comprises
entire revenue data of country, right down to 6.4 lakh villages. It makes entire process flow from submission of
draft notification by State Government to its approval by Minister of State (MoS) for RT&H and publication in
e-Gazetteis online. The portal has been created for expediting process of publication of notifications for land
acquisition. It will be utilized for issuing notification. It will play instrumental role in reducing time taken for
approval and publication of notifications pertaining to land acquisition
PFMS linkage with Bhoomi Rashi
The Bhoomi Rashi portal has been integrated with Public Financial Management System (PFMS) to facilitate
payment related to compensation for land acquisition to all beneficiaries directly through Bhoomi Rashi
system. It will make payment of Compensation by MoRTH to beneficiaries in real time and without any
parking of funds.
PFMS is web-based online software application developed and implemented by Office of Controller General
of Accounts (CGA) to facilitate sound public financial management system for Central Government. It
provides various stakeholders with real time, reliable and meaningful management information system and
effective decision support system, as part of Digital India initiative of Central Government.
RBI to pay Rs. 50,000 crore dividend to Government for FY18
Why in news?
The Reserve Bank of India (RBI) has transferred surplus (dividend) of Rs. 50,000 crore to Government for
year ended in June 2018, over 63% more than Rs 30,659 crore which it transferred in 2017.
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Significance of Surplus
RBI surplus forms sizeable chunk of revenue which government earns under head of ‗non-tax‘, which is
mainly dividends distributed by state owned firms. With increase in RBI surplus by close to Rs 20,000 crore,
Centre‘s prospect of meeting fiscal deficit target (pegged at 3.3% of gross domestic product this financial year)
has improved based on fiscal consolidation and budget assumptions. The transfer also gives Central
Government more elbow room to infuse capital into public sector banks owned by it.
Earlier surplus transfers
Earlier in 2017, RBI had slashed surplus in the wake of demonetisation as its expenditure shot up largely
because of sharp rise in provisions and cost of printing currency notes. For year 2015-16, RBI board had
approved transfer of surplus amounting to Rs 65,876 crore to government. In 2014-15, it had paid Rs 65,896
crore to Government, which came as boon to Government in covering fiscal deficit target. The surplus
transferred to government was Rs 52,679 crore in 2013-14.
Provisions of surplus transfer
Technically, transfer of profits of RBI is provided in Section 47 of RBI Act, 1934. It states that after making
provisions for bad and doubtful debts, contribution to staff and superannuation fund, depreciation in assets and
for all matters for which provisions are made by or under Act or that are usually provided by bankers, balance
of profits is to be paid to Central Government. The RBI‘s profits essentially represent difference of income
over expenditure.
RBI‘s main source of income is interest earned on bond holdings through open market operations (OMOs) or
purchase and sale of government securities. Incidentally, YH Malegam committee had suggested in 2014 that
RBI can transfer its entire surplus to government, without allocating anything to its various reserve funds for
three years because it had adequate reserve funds.
Following recommendations of Malegam committee, RBI had stopped transfers to internal reserves since its
accounting year 2013-14 which is now a part of expenditure. Moreover, Economic Surveys of FY16 and FY17
also had pressed for bigger transfer of excess capital from RBI to Central government. It also had warned that
surplus transfer exercise should not undermine RBI‘s independence.
Axis Bank first to introduce iris authentication for Aadhaar-based transactions
Why in news?
Axis Bank became first bank in the country to introduce Iris Scan Authentication feature for Aadhaar-based
transactions through its micro ATM tablets. These micro ATM tablets are Standardisation Testing and Quality
Certification (STQC) certified and UIDAI compliant registered devices with completely integrated iris sensors.
How it works?
The transaction process through iris scan is very simple. Customer need to select desired service (funds
transfer, cash withdrawal) and feed-in their Aadhaar numbers in micro ATM. Next, they have to choose IRIS
as desired mode of authentication. Verification will be done by scanning eyes of customers through tablet‘s iris
sensor camera in 3-5 seconds. The transaction will be completed after biometric details are verified from
UIDAI database. Axis Bank is presently running pilot program of iris-based Aadhaar authentication for its
customers at eight branches in rural segment largely covering areas of Punjab, Haryana, Gujarat and Andhra
Pradesh. It is also exploring its application for varied services such as loan processing, insurance, eKYC
account opening and others, most likely extending to the semi-urban and urban regions as well.
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Significance
Iris scan technology is completely contactless and provides up to 98.2% authentication success rate and offers
edge over other prevalent biometric modes. It will help to boost bank‘s financial inclusion efforts by making
Aadhaar authentication process hassle-free and offering easier access to digital banking for consumers
especially in rural parts of the country. Micro ATMs completely eliminate requirement of debit cards,
passwords, PINs, and user IDs, and empower consumers to avail banking services using only their Aadhaar
numbers and biometrics (iris scan or fingerprint scan).
NPCI launches UPI 2.0 with overdraft facility
Why in news?
National Payments Corporation of India (NPCI) has launched UPI 2.0, an upgraded and renewed version of
Unified Payments Interface (UPI) by adding four new features to make it attractive and safer for users. These
new features will allow users to link their overdraft account to UPI, creation of one-time mandates and preauthorisation of transactions for payment at later date and checking the invoice sent by merchant prior to
making payment.
Unified Payments Interface (UPI)
UPI is payments system that allows multiple bank accounts belonging to any participating bank to be
controlled via single mobile app. It was launched by NPCI in April 2016 to allows easy, quick and hassle free
money transfer between any two parties. The UPI app merges a number of banking features, facilitating
seamless and secure fund transfer and merchant payments at single platform. It also allows Peer to Peer
collection request.
UPI is a payment system much like existing NEFT, RTGS, IMPS etc. but it is far more sophisticated and
standardized across banks. Technically, UPI is standard set of APIs (Application programming interface). UPI
allows us to pay directly from bank account to different merchants without putting details of card details, net
banking, IFSC code, wallet password etc. Since, it is standardized across banks, transaction through is hassle
free. The transactions which can be done using UPI include Merchant payments, remittances, bill payments
and so on.
Four additional services in UPI 2.0 are
Overdraft facility will allow users to link their overdraft (OD) account to UPI. Earlier, only current accounts
and savings accounts were able to linked with UPI. It will help UPI customers have instant transaction through
an additional digital channel with access to OD account.
One Time Mandate allows users to schedule payments. It also allows pre-authorisation of transaction in which
amount will be deducted on date for which has been scheduled. It can be used in cases where money is to be
transferred later while commitment has been made now.
Invoice in The Inbox allows users to get invoices sent by merchants in their inbox, which will help them to
view and verify credentials. With this, users can view and verify credentials of merchant even before making
payment and ensure their authenticity.
Signed Intent and QR will allow users to check credentials of merchants via Quick Response (QR) code. It will
enable to check whether merchant is UPI verified or not.
National Payments Corporation of India (NPCI)
NPCI is the umbrella organisation for all retail payments system in India. It is being promoted the Reserve
Bank of India. It was founded in 2008 as a not-for-profit organisation registered under section 25 of the
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Companies Act, 2013. It has successfully played pioneering role in development of a domestic card payment
network called RuPay, reducing the dependency on international card schemes.
Investment in P-notes hits 9-year low at Rs 80,341 crore
Why in news?
Investments through participatory notes (P-notes) into Indian capital markets- equity, debt, and derivatives
have plunged to over nine-year low of Rs 80,341 crore till July 2018-end. This is the lowest level since April
2009 when the cumulative value of such investments stood at Rs 72,314 crore.
Background
The decline comes amid stringent norms put in place by market watchdog Securitas Exchange Board of India
(SEBI) to check misuse of these instruments. In July 2017, Sebi had notified stricter norms stipulating fee of
US $1,000 on each instrument to check any misuse for channelising black money. It had also prohibited FPIs
from issuing such notes where underlying asset is derivative, except those which are used for hedging
purposes. Earlier in April 2017, SEBI also had barred resident Indians, NRIs and entities owned by them from
making investment through P-notes.
Participatory Notes (P-notes)
P-notes are offshore/overseas derivative instruments (ODIs) issued by registered foreign portfolio investors
(FPIs) to overseas investors who wish to be part of the Indian stock market without registering themselves
directly. They, however, need to go through due diligence process. P-Notes are not used within the country but
are mainly used outside India for making investments in shares listed in the Indian stock market. SEBI had
permitted FIIS to participate and register in the Indian stock market in 1992. Earlier, investing through P-Notes
is very simple and is very popular amongst FPIs, FIIs.
Home Ministry notifies new SoPS for refilling of ATMs
Why in news?
Union Home Ministry has issued new Standard Operating Procedures (SoPs) for cash refilling of automated
teller machines (ATMs) after certain time period. It comes in view of rising incidents of attacks on cash vans,
cash vaults, ATM frauds and other internal frauds leading to increased sense of insecurity. It will come into
effect from 8 February 2019. There are over 8,000 privately owned cash vans operating across country,
operated by non-bank private agencies, and they handle over Rs. 15,000 crore daily on behalf of banks.
Features of new SoPs
It sets deadline of replenishing cash in ATMs before 9pm in cities and 6pm in rural areas. In case of Naxal hit
districts notified by central government, e deadline will be 4pm. It makes mandatory on private agencies
handling these operations to collect money from banks in first half of the day and transport them in armoured
vehicles.
The agencies should provide private security for cash transportation with requisite number of trained staff.
Every cash van must have one driver, two armed security guards, two ATM officers or custodians. One armed
guard must sit in front along with driver and another in rear portion of van during transit. The cash van should
not carry cash of more than Rs. 5 crore per trip. Each of cash boxes shall be secured to floor with separate
chains and locks that can be opened only by using separate keys kept with different custodians.
During loading or unloading of cash, nature‘s call, tea or lunch break, at least one armed security guard should
remain present with cash van at all times. The eligible ex-serviceman must be preferably appointed for
providing security for cash transportation.
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No private security agency should appoint anyone for cash transportation with verification of person including
police, Aadhaar and residence verifications, previous employer check, credit history check and fidelity
insurance. Every cash transportation operation should be carried out only in secured cash vans fitted with GPS
tracking device.
The cash van shall be provided with small CCTV system with at least five days recording facility and three
cameras installed in front, rear and inside of cabin. The cash van shall be equipped with hooter, fire
extinguishers and emergency lights to ensure quick reaction in case of attack. It should also be equipped with
security alarm with GSM based auto-dialer along with motorised siren.
Private security agency should carry out cash handling, including counting, sorting, and bundling activities
shall in secured premises in accordance with specific guidelines. These premises should be designed to include
two physically independent areas, one for general office purpose and other for secured cash processing and
handling activities. It should also accommodate space for cash deposit, collection, sorting, counting and
delivery and dispatch on secured cash vans.
India Banking Conclave 2018 held in New Delhi
Why in news?
India Banking Conclave (IBC) 2018 was held in New Delhi from 23-24, 2018. It was organised by Centre for
Economic Policy Research (CEPR) along with its knowledge partner and government Think Tank, NITI
Aayog. The conclave was aimed at making India‘s banking sector more adaptable to face multiple future
challenges in the coming years.
India Banking Conclave (IBC) 2018
IBC 2018 focused engaging corporates, law and policy makers of country, academicians and professionals on
common platform to make all stakeholders share their views on all impending issues including bad debts and
non-performing assets (NPAs) that have been accumulated in unbiased manner. IBC 2018 aimed to serve as
effective platform for varied stakeholders connected to India‘s banking and financial sectors. It also seek to act
as bridge between government and key stakeholders and synergize to re-invigorate India‘s banking and
financial sectors as many believe that a healthy, effectively running banking system can only revive India‘s
investment cycle and support the country‘s growth story.
Centre for Economic Policy Research (CEPR)
CEPR is network of over 1100 researchers who are based mainly in universities throughout Europe and
collaborate in research and its dissemination. It was founded in 1983 and is based in London, United Kingdom.
It aims to enhance quality of economic policy-making within Europe and beyond by fostering high quality,
policy-relevant economic research and disseminating it to decision-makers in public and private sectors. It is
funded by a registered, European charity founded in 1983 by Richard Portes, FBA, CBE.
Sunil Mehta elected as new Chairman of Indian Bank’s Association for 2018-19
Why in news?
Punjab National Bank (PNB‘s) managing director and chief executive, Sunil Mehta was elected as new
chairman of Indian Banks Association (IBA) for year 2018-19. Bank of India‘s managing director and chief
executive Dina Bandhu Mohapatra was elected as the deputy chairman. Madhav Nair, country head and chief
executive, Mashreqbank PSC, was elected as Honorary Secretary of IBA for 2018-19, State Bank of India‘s
chairman, Rajnish Kumar, and Federal Bank‘s managing director, Shyam Srinivasan, will continue as deputy
chairmen of IBA.
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Indian Bank’s Association (IBA)
It is an association of Indian banks and financial institutions. It was established on September
26, 1946. It is headquartered in Mumbai. Its objective is to strengthen, develop and foster
coordination among Indian banking stakeholders. It also facilitates various member banks.
Managing Committee of IBA consists of chairman, three deputy chairmen, one honorary
secretary as well as 26 members. The members of IBA comprise of public sector banks,
private sector banks, foreign banks having offices in India, co-operative banks, regional rural
banks and all India financial institution. Currently it has 237 members from banking sector
operating in India.

UPI 2.0 LAUNCHED
Why in news?
Recently, National Payment Corporation of India (NPCI) has upgraded the Unified Payment Interface (UPI)
with enhanced features.
New features in UPI 2.0
Linking of overdraft account – Apart from the savings and current accounts, the UPI users can now link their
overdraft account to it and all the facilities and benefits of overdraft account would be made available to the
users. One-time Mandate (account blocking) – It allows customers or merchants to pre-authorize a transaction
and pay at a later date. It would also ensure that the customers do not miss the payments. Invoice in the inbox –
It allows the users to check the invoice sent by merchant in their own inbox prior to making the payments, thus
allowing the customers to check the credentials beforehand. Security Layer in QR – The app allows the users
to scan the QR code and check the authenticity of the merchants through notification to the user to ascertain
the information. Increased Transaction Limit – The pre-existing transaction limit (1 lakh daily) has been raised
to 2 lakh daily.
Challenges
Even though the transaction limit has been raised to 2 lakh but certain banks still have limits much lower than
1 lakh while individual app such as BHIM, Whatsapp etc. have even lower limits. There is also lack of
initiatives from banks for penetration of QR Codes for UPI whereas wallets have aggressively placed their
stickers. The invoice in the inbox may have a deeper security risk as it may be accessible to anyone with the
link which could lead to increased and unnecessary data harvesting. The overdraft feature of the UPI 2.0 may
also lead to over-spending leading to banks charging the account holders. UPI 2.0 also doesn‘t have a
grievance redressal mechanism that would ensure refund of failed transactions in a reasonable time period. The
‗standing instruction‘ feature that would allow recurring payments from the user‘s bank account towards loan
payment or bill payment after a specific interval, enabled by a onetime digital mandate need to be included to
tap Rs 9 lakh crore worth of bill payments market which is still dominated by cash.
IL & FS CRISIS
Why in News?
Recently an infrastructure financing company, Infrastructure Leasing & Financial Services (IL&FS), an
NBFC, defaulted on their loan repayment.
Background
IL&FS Group is a vast conglomerate with a complex corporate structure that funds infrastructure projects
across the world‘s fastest-growing major economy like Chenani-Nashri road tunnel, India‘s longest and has
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raised billions of dollars from the country‘s corporate debt market. IL&FS is a Systematically Important NonDeposit Core Investment Company (CIC-ND-SI) i.e. any crisis at IL&FS would not only impact equity and
debt markets but could also stall several infrastructure projects of national importance. Many major corporates,
banks, mutual funds, insurance companies, etc. such as LIC, HDFC and SBI have stakes in the IL&FS group.
Possible Reason for Default
Critical lapse in Corporate Governance Norms as Risk Management Committee, constituted met only once
between 2015 and 2018. Well-known institutions such as LIC, HDFC, etc. which were major shareholder in
ILF&S are guilty of negligence. For example, HDFC had not nominated a director to the board of IL&FS since
last year. IL&FS owns long-term infrastructure financed with short-term funding because long-term (tenure of
more than 10 years) debt is not available in India. This resulted in defaulting in one of the short-term
repayment obligation due to various reasons like:
 Slow pace of new infrastructure projects in India, and some of IL&FS‘s own construction projects,
including roads and ports, have faced cost overruns amid delays in land acquisition and approvals.
Disputes over contracts have locked about Rs 9,000 crore of payments due from the government.
Lack of Effective Regulation
RBI which oversees NBFCs like IL&FS and the union finance ministry which oversees major shareholders
like LIC, SBI, etc. are at fault here as the crisis was allowed to develop over a period of time.
Impact of Crisis
IL&FS debt papers enjoyed highest safety status by Credit rating Agency, for a long time on account of factors
such as satisfactory liquidity conditions and the backing of major public sector units. However, current crisis
reflects Failure of Credit Rating Agencies. The lack of confidence in the credit ratings is in danger of
undermining India‘s financial stability, leading to a drying up of credit lines for shadow lenders and wider
concerns about the impact on the economy.
Lack of Capital Expenditure
It‘s impact may spill over into the wider infrastructure industry, pushing up funding costs and pulling
government investment plans for achieving New India by 2022.
Impact on Stock Market
It might witness significant repercussions, including widespread redemption pressures, sell-off in the debt
market, liquidity crunch and possible cancellation of licences of as many as 1,500 smaller non-banking
financial companies (NBFCs) due to lack of adequate capital.
Liquidity crisis
There are concerns over short-term liquidity in the market for commercial papers raised by NBFCs.
Impact on Shadow Banking
According to RBI, India has about 11,000 shadow financing companies, out of which 248 are systemically
important non-deposit taking institutions, who will face greater regulatory scrutiny and short term liquidity
crisis, which could impact the sustainability of many NBFC‘s.
Other cascading effects of IL&FS’s defaults
Rising borrowing costs, exacerbated by the turmoil in markets in recent days, will lead to a credit crunch in the
sector.
Steps Taken by Government
Government superseded the IL&FS board under section 241(2) of the Companies Act, 2013, which enables
supersession of a company‘s board to prevent it from further mismanagement in order to protect public
interest. Its Implications are
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Increasing Confidence of Lenders by giving them assurance that their outstanding loans to IL&FS will
be repaid.
 Improving Financial Market Stability will effectively stops the spread of systemic instability in an
inter-connected financial system, especially as panic had started spreading across the financial, money
and capital markets.
 It helps in restoring the confidence of the financial market and Ease of doing Business in India.
Government has also ordered Serious Fraud Investigation Office (SFIO) to investigate into the affairs of crisishit IL & FS and its subsidiaries amid concerns over financial irregularities.
Way Forward
Short Term Measures like finalization of a restructuring plan, identification and valuation of assets, sale of the
assets and repayment of outstanding loans. Government must arrange adequate liquidity for IL&FS to obviate
future defaults and ensure smooth implementation of infrastructure projects.
Strengthening Corporate Governance norms by implementing Kotak panel recommendation and incentivize
boards to play a more effective role in supervising company executives. Shareholders must be more actively
involved in keeping tab on the key policy decisions of the companies. Effective checks and balance system at
the firm level to check any discrepencies at initial level. Leveraging National Financial Reporting Authority
for enforcement of auditing standards and ensuring the quality of audits to strengthen quality of audits and
enhance investor & public confidence in financial disclosures of companies. Creating an independent regulator
for credit rating agencies, to have rating actions in a proactive manner rather than a reactive manner. Rating
agencies also need better market intelligence and surveillance rather than depending upon historical data and
some structure based on past estimates.
Deepening the debt markets
The Centre and the RBI should look at ways to provide access to infrastructure players like ILF&S to borrow
long-term funds. The successful resolution of issues of banks‘ non-performing assets (NPAs) through the
Insolvency and Bankruptcy Code (IBC) can increase sources of long-term debt. The Indian corporate bond
market is currently skewed towards high-rated debt instruments (AA and AAA) as most regulators in India
have set a minimum of ‗AA‘ rating for bonds to be eligible for investment. In line with the budget
announcement, the government should work with various regulators to allow increased investment in relatively
lower-rated bonds. Ensuring timely clearances, especially to infrastructural projects is a must to minimise cost
inflation of these projects. Expanding the ―Plug and Play‖ approach to other sectors can be a possible solution.
Improved Ratings Accuracy
Securities and Exchange Board of India (SEBI) should examine the process for issuing ratings for corporate
bonds and figure out why the rating agencies did not spot early signs of the crisis. There should not be undue
importance on who is the promoter backing the company while providing ratings. Instead loan amount, asset
quality, profitability, etc. should be basis for assigning rating to the company.
As per RBI, CIC-ND-SI is a Non-Banking Financial Company (NBFC)
 With asset size of Rs 100 crore and above.
 It holds not less than 90% of its net assets in the form of investment in equity shares, preference
shares, bonds, debentures, debt or loans in group companies.
 Its investments in the equity shares (including instruments compulsorily convertible into equity shares
within a period not exceeding 10 years from the date of issue) in group companies constitutes not less
than 60% of its net assets.
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It does not trade in its investments in shares, bonds, debentures, debt or loans in group companies
except through block sale for the purpose of dilution or disinvestment.
It accepts public funds
Shadow Banking System
Shadow banking is that part of the financial system where credit intermediation involving
entities and activities remains outside the regular banking system. The term was coined by
economist Paul McCulley in 2007.
Working structure
They have a higher cost of funding. But the lack of regulatory oversight allows them to take
on more risks than banks. So, they can cut corners and earn higher returns. They can also go
bust more spectacularly.
Significance
They provides a valuable alternative to bank funding and helps support real economic
activity. It is also a welcome source of diversification of credit supply from the banking
system, and provides healthy competition for banks.

Bank Consolidation
Why in News?
The government has decided that Bank of Baroda, Vijaya Bank and Dena Bank shall be ―amalgated‖ making
the new entity India‘s third Largest Bank.
Background
Narasimham committee of 1991 had recommended a restructuring of Indian banks with 3-4 large banks that
could be positioned as global banks and 8-10 smaller ones with a national footprint. The P J Nayak committee
in 2014 suggested that government should privatise or merge some PSBs. In 2017, the government had
approved the ―merger‖ of SBI‘s five associate banks and later of the Bharatiya Mahila Bank (BMB) with SBI.
Last year, the Government had constituted Alternative Mechanism Panel headed by the Minister of Finance
and Corporate Affairs, Arun Jaitley to look into merger proposals of public sector banks.
The proposals received from banks for in-principle approval to formulate schemes of amalgamation will be
placed before the Alternative Mechanism. A Report on the proposals cleared by Alternative Mechanism will
be sent to the Cabinet every three months. Alternative Mechanism may also direct banks to examine proposals
for amalgamation. Alternative Mechanism will receive inputs from Reserve Bank of India (RBI) before
according in-principle approval.
Arguments in favour of Consolidation
Currently there are 21 PSBs in India which often cannibalise into each other‘s businesses.
Resolving the NPA issue
 Reserve Bank of India expects the gross NPA ratio for state-owned banks to rise to 16.3% by March
2019 from 15.6% in March 2018.
 The consolidation is being seen as a way out of the NPA issue through the ―strong‖ banks absorbing
the strain on the books of weaker banks.
Increase in business: Consolidation will lead to substantial rise in:
 customer base
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 market reach
 offering more services or products to customers
The consolidation will help create a globally stronger and competitive financial institutions. Currently Indian
banks are small when compared with their global peers.
Consolidation can lead to reduced operating costs for public sector banks as:
 All duplicate operations and redundancies are rationalised (e.g. shifting and closure of many
overlapping branches especially in urban areas).
 Excessive manpower can be shed off in the long run.
For example, Vijaya Bank has strength in the South while Bank of Baroda and Dena Bank had a stronger base
in Western India. That would mean wider access for both the proposed new entity and its customers.
Greater capital and liquidity:
 Merger will lead to a bigger capital base and higher liquidity which will help in meeting the norms
under BASEL III.
 It will also reduce the government's burden of recapitalising the public sector banks time and again.
Merger can lead to availability of a bigger scale of expertise and that helps in minimising the scope of
inefficiency which is more common in small banks.
Employee welfare
 The merger will not cause any job loss in any of these banks and no employee of the banks would have
service conditions that are adverse to their present one.
 The disparity in wages for bank staff members will get reduced and service conditions would become
uniform.
Arguments against consolidation
Setback to corporate governance perspective:
 The merger sends out a poor signal of a dominant shareholder (the government) dictating decisions
that impact the minority shareholders.
 Forced mergers of the stronger banks with the weaker banks tend take a toll on the operations of the
strong banks. For example: Bank of Baroda‘s shares took a nosedive in wake of the announcement.
The new entity will face similar problems unless significant reforms take place in the overall functioning of
public sector banks. Merger could only give a temporary relief but not real remedies to problems like bad loans
and bad governance in public sector banks.
Setback to financial inclusion:
 Consolidation may lead to large scale shutting down of overlapping branches of the entities being
merged.
 Many banks have a regional audience to cater to and merger destroys the idea of decentralisation.
There is a global consensus that banks that are ―too big to fail‖ are sources of serious risk to financial stability
and consolidation might lead to such a scenario. Addressing the concerns of unions and shareholders can prove
to be a major roadblock. Aligning contrasting HR practices will also pose a challenge to the new management.
Harmonization of Technology is a big challenge as various banks are currently operating on different
technology platforms.
Conclusion
Clear rationale:
 The consolidation process among banks should be driven primarily by synergies, efficiency, cost
saving, and economies of scale.
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It is essential to evaluate the merger of banks by assessing the benefits such as cost rationalization,
additional business, etc. against the likely future costs.
Non-Imposition:
 Mergers must happen on commercial considerations and must not be politically imposed.
 While PSBs are promoted by the government, they are run by their respective professional boards,
which should take such decisions.
Twin-fold Governance reforms:
 Independence from political interference
 More regulatory power to RBI over PSBs
Creating a healthy entity:
It should be ensured that these mergers do not create an entity that is weaker than the original pre-merger
strong bank.
Training for HR:
Human resource from the smaller bank should undergo training programs to get acquainted with the new
processes, technology and environment.
Allow ―non risky‖ failures:
Failures are the essence of free market so sometimes we also need measures that allow banks to fail safely
without causing systemic shocks.
Recent banking reforms/steps taken
The Government in 2016 set up an autonomous body called Banks Board Bureau (BBB) to recommend for
selection of heads of PSBs and Financial Institutions and help Banks in developing strategies and capital
raising plans. The Insolvency and Bankruptcy Code (IBC) has made it easier for banks to recover through
liquidation of assets. The government committed to Rs. 2.11 lakh crores capital infusion in PSBs.
EASE - Enhanced Access and Service Excellence:
It is a reform agenda focusing on six themes of customer responsiveness, responsible banking, credit off take,
PSBs as Udyami Mitra, deepening financial inclusion & digitalisation and developing personnel for brand
PSB. RBI has introduced prompt corrective action (PCA) framework as a measure to check banks' financial
health. Under the PCA, banks are prohibited from distributing dividends and remitting profits, expanding their
branch networks, maintaining higher provisions, etc. The government had formed the Sunil Mehta Committee
to look into the faster resolution of stressed assets. It has suggested five-pronged strategy to resolve stressed
assets called Project Sashakt.
Payments Regulator
Why in News?
Recently, Inter-Ministerial Committee headed by Subhash Chandra Garg submitted draft Payment and
Settlement System Bill, 2018, which seeks to setup independent Payments Regulatory Board (PRB).
Background
According to Google and Boston Consulting Group (BCG) titled Digital Payments 2020 study, digital
payments in India will exceed $500 billion by 2020, up from $50 billion in 2016, which required a
comprehensive review of payments sector with an objective to promote access and competition in the
payments industry. Nachiket Mor Committee Report (2013) observed that despite significant progress in bankled payment systems, there remained a vast gap in the availability of basic payment services for small business,
and low-income households. Watal committee (2016) recommended constituting a Payment Regulatory Board
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(independent of RBI) to promote competition and innovation in the payment ecosystem in India. Budget 2017,
proposed to create a Payments Regulatory Board in the Reserve Bank of India by replacing the existing Board
for Regulation and Supervision of Payment and Settlement Systems, which overlooks the payment ecosystem
in India.
Provision of Payment and Settlement System Bill, 2018
Draft bill seeks to consolidate laws relating to payments.
Setting up Independent Payments Regulatory Board (PRB) Bill seeks changes to the composition of the PRB
and recommended that the chairperson appointed by the government in consultation with RBI.
Objectives for the PRB
 Consumer protection: (i) Protect the interest of consumers, (ii) ensure safety and soundness of the
payment systems, and (iii) create trust and confidence in the payment systems.
 Systemic stability and resilience: Control of systemic risk and systemic efficiency, stability and
resilience.
 Competition and innovation: To enable, in the interest of consumers, (i) system participants to access
payment systems based on objective, ownership neutral and proportionate standards, (ii)
interoperability among system participants and among payment systems, (iii) payments systems and
payment services to be developed and operated in a manner that promotes their ease of use, and (iv)
improvements in the quality, efficiency and economy of payment systems and payment services.
 Defining Role of RBI: Bill provides role of RBI as an infrastructure institution in relation to its
function of providing settlement system and payment system.
 Parity between Banks and Non-Banks: It provides that the authorization criteria should be risk based
and ownership neutral for different classes of payment systems.
Significance
Bill proposes a major change in the payment industry which seems necessary because it was observed that
central banks deal with matters of systematic importance only and their main aim is to promote financial
stability. Improving Efficiency as PRB will only issue two types of instruments, regulations and orders,
thereby, reducing multiplicity of instruments. Bill provides the RBI with the powers to make a reference to the
PRB to consider any matter, which in the opinion of the RBI, was important in the context of monetary policy.
An independent regulator will instill confidence among users and investors. A robust Payment regulator will
boost digital transactions in India, which is currently close to 90 million.
Challenges
Board could be made a scapegoat for policy failures in payments and settlement, by interfering in monitoring
and regulatory function. Crypto currency transactions still function under grey area and haven‘t been brought
under the legal purview. Independent PRB is in contrast with the view of RBI, which wants the chairperson of
the new regulator to be from the central bank with a casting vote. It also sidelined Watal Panel
recommendation which had pitched for establishing PRB within the structure of RBI with a majority of nonRBI members nominated by the centre. Cyber attacks cost India an estimated $4 billion annually, and could
rise to USD 20 billion by 2025, with the digitisation of payments presenting new challenges for cybersecurity.
Conclusion
The Financial Sector Legislative Reforms Commission (FSLRC) recommended draft Indian Financial Code
which seeks to move away from the current sector-wise regulation to a system where the RBI regulates the
banking and payments system and a Unified Financial Agency subsumes existing regulators like SEBI, IRDA,
PFRDA and FMC, to regulate the rest of the financial markets. FSLRC also envisages a unified Financial
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Sector Appellate Tribunal (FSAT), subsuming the existing Securities Appellate Tribunal (SAT), to hear all
appeals in finance.
India Post Payments Bank (IPPB)
Why in News?
Prime Minister on 1st September launched the India Post Payments Bank (IPPB) that offers doorstep banking
to customers.
About IPPB
India Post Payments Bank has been incorporated as a public sector company under the department of posts,
with 100% government equity and is governed by the Reserve Bank of India. It started operations on 30
January, 2017, by opening two pilot branches one in Jaipur and the other in Ranchi. It will focus on providing
banking and financial services to people in rural areas, by linking all the 1.55 lakh post office branches with
India Post Payments Bank services by the end of 2018. This will create the country‘s largest banking network
with a direct presence at the village level. It will offer a range of products—savings and current accounts,
money transfer, direct benefit transfer, bill and utility payments, enterprise and merchant payments. These
products, and services, will be offered across multiple channels (counter services, micro-ATM, mobile banking
app, SMS and IVR).
It will also provide access to third-party financial services such as insurance, mutual funds, pension, credit
products and forex. It will not offer any ATM debit card. Instead, it will provide its customers a QR Codebased biometric card. The card will have the customer‘s account number embedded and the customer does not
have to remember his/her account number to access the account. IPPB has also partnered with different
financial organisations to provide loans, investments and insurance products.
Analysis
There are various issues and challenges facing the IPPB, vizThere are 80 different charges and restrictions (including charges to get cash delivered at doorstep,
transactions, withdrawals and deposits, etc) which could prove to be challenges in its objective of financial
inclusion.
Limited manpower in post offices- Clients might find it difficult to withdraw cash from rural post offices
because these are managed by one or two people, who are unlikely to have a lot of money with them.
Limited accessibility- IPPB is unable to offer ATM cards yet. As a result clients can‘t use the united payments
interface service.
Technical Issues- It‘s necessary that the customer‘s fingerprints match the UIDAI database for each
transaction. The problem is that the UIDAI told the Supreme Court that it can‘t ensure 100 per cent biometric
matching.
Limited appeal- For Urban customers who have easy access to private banks offering purely digital accounts
with more services, interest rates of up to 6 per cent and latest technologies like UPI. Even in rural areas, it is
unlikely to make much sense since Jan Dhan Yojana has already provided zero balance bank accounts with
RuPay debit cards with full-scale banks.
Bad health of postal department- Department of posts isn‘t in good health as its deficit doubled in the year
2016-17 and only 55 post offices have been added in the country in the last five years.
Competition with Private players- IPPB is also likely to face stiff competition from private companies, which
are generally nimbler in adapting to business realities and far more customer-friendly compared to the
government-owned ones.
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However, despite these challenges there is also a need to understand various advantages of establishing IPPBDepartment of Posts and IPPB will work in tandem to take the benefits of government schemes and financial
services that are not easily available in rural areas to customers across the country and to the marginalized
population in urban and rural areas alike. The objective of IPPB will be public service rather than promoting
commercial interests. While many other banks and financial institutions are working on the same theme, the
USP of IPPB will be its ability to ease access and handhold the adoption of new age banking and payments
instruments among citizen of all walks of life through the delivery by postmen and Grameen Dak sevaks,
savings agents and other franchisees who will take banking to door steps. IPPB thus aspires to the most
accessible, affordable and trusted bank for the common man with the motto - ―No customer is too small, no
transaction too insignificant, and no deposit too little‖. If it succeeds, the new payments bank could usher in a
new era of rapid financial inclusion across rural India.
How IPPB is different from traditional banks?
A payments bank is a differentiated bank, offering a limited range of products. It can accept deposits of up to
₹ 1 lakh per customer. Unlike traditional banks, it cannot issue loans and credit cards. It will offer three types
of savings accounts—regular, digital and basic—at an interest rate of 4% per annum. It will provide doorstep
banking facility at a charge of ₹15-35 per transaction. The limit for doorstep banking is ₹ 10,000. Other
payments banks that have started operations are Airtel Payments Bank Ltd, Paytm Payments Bank Ltd and
Fino Payments Bank Ltd.
Other initiatives taken for promoting Financial Inclusion in the country
 Pradhan Mantri Jan-Dhan Yojana
 Relaxation on Know Your Customer (KYC) norms.
 Engaging business correspondents (BCs) as intermediaries for providing financial and banking
services.
 Opening of bank branches in unbanked rural centres.
Finance Ministry launches web portal to grant loans to MSMEs within hour
Why in news?
Union Finance Minister Arun Jaitley launched portal www.psbloansin59minutes.com to enable micro, small
and medium enterprises (MSMEs) to get in-principle approval of loans within hour without need for branch
visit.
The web portal will enable in principle approval for MSME loans up to Rs. 1 crore within 59 minutes from
Small Industries Development Bank of India (SIDBI) and 5 Public Sector Banks (PSBs). It also simplifies
decision making process for loan officer as final output provides summary of credit, valuation and verification
on a user-friendly dashboard in real time.
PSB loans in 59 minutes Portal
The portal is strategic initiative of SIBDI led five PSB consortium incubated under aegis of Department of
Financial Services (DFS), Ministry of Finance. It sets new benchmark in loan processing and reduces
turnaround time from 20-25 days to 59 minutes. Subsequent to this in principle approval, the loan will be
disbursed in 7-8 working days.
The portal integrates advanced fintech to ensure seamless loan approval and management in MSME banking
credit space. The loans under it are undertaken without human intervention till sanction and or disbursement
stage. It has User Friendly Platform, which omits need for physical submission of any physical document for
in-principle approval.
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It also uses sophisticated algorithms to read and analyse data points of MSME borrower from various sources
such as IT returns, GST data, bank statements, MCA21 etc. in less than hour. It also captures applicant‘s basic
details using smart analytics from available documents.
Government inks $110 million loan agreement with ADB to upgrade rural roads in MP
Why in news?
Government has inked $110 million loan agreement with Asian Development Bank (ADB) to upgrade all
weather rural roads in Madhya Pradesh under Pradhan Mantri Gram Sadak Yojana (PMGSY). It is second
tranche of $500 million Second Rural Connectivity Investment Programme for India approved by ADB in
December 2017.
Rural Connectivity Investment Programme
The overall Second Rural Connectivity Investment Programme is aimed at improving rural connectivity, safe
and efficient access to livelihood and socio-economic opportunities for communities in Assam, Chhattisgarh,
Madhya Pradesh, Odisha and West Bengal. It plans to upgrade about 12,000 km rural roads across the five
states. Tranche 1 loan of $250 million is currently under implementation upgrading over 6,000 km roads.
Key Facts
The Tranche 2 of the loan will provide continued assistance to PMGSY by upgrading rural roads in Madhya
Pradesh. This will support the government‘s long term goal to achieve inclusive economic growth in rural
India. It will also improve mobility for self-employment and livelihood opportunities in rural areas by
improving access to district centres. It will also support government‘s drive for innovative approaches to
reduce costs, conserve non-renewable natural resources and promote use of waste materials in rural road
construction.
Asian Development Bank (ADB)
ADB is multilateral lending agency based in Manila, Philippines. It was established on 19
December 1966. It aims to reduce poverty in Asia and the Pacific region through inclusive
environmentally sustainable growth, and regional integration. It provides finance to both
sovereign countries as well as to private parties. It provides hard loans to middle-income
countries and soft loans to poorer countries.
ADB has 67 members – 48 from Asia-Pacific region including India and is collectively
owned by these 67 members. The non-Asia Pacific region members are only developed
countries. Most of ADB‘s lending is concentrated in 5 operational areas viz. Education;
Environment, Climate Change & Disaster Management, Finance Sector Development,
Regional Cooperation & Integration, and Private sector lending.
Banking Financial Companies (NBFCS)
Why in News?
The RBI recently allowed banks to provide partial credit enhancement (PCE) to bonds issued by systemically
important non-deposit taking NBFCs registered with the RBI and Housing Finance Companies (HFCs)
registered with the National Housing Bank. Credit enhancement means improving the credit rating of a
corporate bond. For example, if a bond is rated BBB, credit enhancement, which is basically an assurance of
repayment by another entity, can improve the rating to AA. This is done to provide an additional source of
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assurance or guarantee to service the bond. The move comes at a time when NBFCs and HFCs have requested
the government and regulators to ensure that confidence returns to the market.
Current problems with NBFCs
RBI doesn‘t regulate all the NBFC. Other institutions such as NHB (National Housing Bank), SEBI, Insurance
Regulatory and Development Authority (IRDAI), etc. are also involved depending on the type of NBFC.
Difficulties in access to credit
 There is a reversal of interest rate cycle as interest rates are now going up both domestically and also
in the
 international market. The RBI has steadily hiked interest rates in the recent months.
 Another fundamental issue is the asset-liability mismatch in the operations of NBFCs as these firms
borrow funds from the market — say for 3 or 5 years — and lend for longer tenures — 10 to 15 years.
It has led to a situation where the NBFCs are facing a severe liquidity crunch in the short term.
 The mutual fund is among the biggest fund provider to NBFCs via commercial papers and debentures.
These investors are getting reluctant to lend post the IL&FS crisis.
Riskier Lending Pattern:
 Unlike banks, NBFCs are less cautious while lending. For example NBFCs have grown their portfolio
of small and micro loans in a big way where there are risks of lack of credit history, scale and
historically high NPAs.
 The unsecure loan segment is also on the rise in the NBFC segment.
Default followed by downgrade of IL&FS recently has created a liquidity squeeze for the entire non-banking
financial company (NBFC) sector. Many infrastructural projects financed by NBFCs are stalled due to various
reasons like delayed statutory approvals, problems of land acquisition, environmental clearance, etc. which has
impacted their financial health.
Way Forward for NBFC sector
The Financial Sector Legislative Reform Commission (FSLRC) recommendation of creating a body with
powers to monitor risk-cutting across sectors should be implemented. Ensuring timely clearances, especially to
infrastructural projects is a must to minimise cost inflation of these projects. Expanding the ―Plug and Play‖
approach to other sectors can be a possible solution.
Suggestions for RBI:
 RBI must encourage non-banking financial companies to securitise their assets that can be purchased
by banks.
 RBI must revisit lending restrictions placed on banks under Prompt Corrective Action and consider
allowing them lending to NHB.
 RBI may also open special window for mutual funds to get refinance against collateral.
 A coordinated and consultative approach at this point of time to address the various problems of the
sector is critical to national economic health and stability.
Recent Steps Taken
For IL&FS crisis:
 The board of IL&FS was superseded with six new directors after the government moved a petition in
the NCLT (National Company Law Tribunal) to remove the previous board of directors.
 Government has also ordered Serious Fraud Investigation Office (SFIO) to investigate into the crisis.
For enhancing Liquidity
 Banks now have an additional 2% of their deposit base freed up for lending
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The RBI later also enhanced liquidity into the system by purchasing government bonds from the
market.
The RBI has allowed NBFCs to sell or securitise their loan of more than five-year maturity after
holding those for six months (Earlier they had to hold these assets for at least one year to do so).

Capital Conservation Buffer (CCB)
Why in news?
Reserve Bank of India (RBI) decided to extend the deadline for implementing last tranche of an additional
0.625% to be set aside as capital conservation buffer, required under the Basel III norms, by a year (upto
March 31, 2020).
What is Capital Conservation Buffer (CCB)?
It is the mandatory capital that financial institutions are required to hold above minimum regulatory
requirement. According to CCB norms, banks will be required to hold a buffer of 2.5% Risk Weighted Assets
(RWAs) in the form of Common Equity, over and above Capital Adequacy Ratio of 9%. CCB currently stands
at 1.875% and remaining 0.625% was to be met by March 2019.
Significance of CCB
It is designed to ensure that banks build up capital buffers outside periods of stress which can be drawn down,
as losses are incurred. Regulations targeting the creation of adequate capital buffers are designed to reduce the
procyclical nature of lending by promoting the creation of countercyclical buffers as suggested Basel III
norms. During credit expansion, banks have to set aside additional capital, while during the credit contraction,
capital requirements can be loosened. Systematically important banks are subject to higher capital
requirements. The capital buffers increase the resilience of banks to losses, reduce excessive or underestimated
exposures and restrict the distribution of capital. These macro-prudential instruments limit systemic risks in the
financial system.
Why banks are unable to adhere to CCB norms?
Mounting pile of stressed assets has resulted into low credit growth, deterioration in asset quality, low
profitability of Indian banks & over-reliance on capital infusion from the Government. In order to protect their
margins & first meet the basic capital ratios i.e. CRAR of 9%, banks have slowed down the adoption of CCB
Basel III norms.
Conclusion
While relaxation of the buffer norms and capital infusion by the government are welcome steps in the time of
exigency, it must be ensured that good money is not thrown after bad money. Improving credit discipline and
risk management systems are the need of the hour for public sector banks. The governance issues of the banks
and their over-enthusiastic lending in the past needs to be addressed. The government should initiate longpending reforms (recommended by the P.J. Nayak Committee):
 Cede control of nationalized banks and cut its stake below 51%.
 Form an independent Banking Investment Company (BIC) for corporatized governance of PSBs.
 Performance related pay structure and incentives for upper management functionaries.
Legal Entity Identifier
Why in news?
Reserve Bank of India has made Legal Entity Identifier (LEI) code mandatory for all market participants, other
than individuals.
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What is LEI?
It is a 20 character global reference number conceived by G20 that uniquely identifies every legal entity or
structure that is party to a financial transaction, in any jurisdiction. Internationally LEI is implemented and
maintained by Global Legal Entity Identifier Foundation through Local Operation Units (LOU) established by
each country independently and voluntarily. LEI information is publicly available free of charge and It is
reviewed, updated and validated annually by LOUs. In India entities can obtain LEI from Legal Entity
Identifier India Ltd (LEIL) (only LOU of India), subsidiary of The Clearing Corporation of India Ltd,
recognized by RBI under Payment and Settlement Systems Act, 2007.
Need and benefits of LEI in India
Banks are now required to acquire LEI number from the borrower and report it to Central Repository of
Information on Large Credit. A consolidated data under LEI mechanism will help banks to monitor debt
exposure of corporate borrowers and also prevent multiple loans against the same collateral, thus helping
reduce NPAs.
Global financial transactions are difficult to track. However, LEI being a unique global identifier, making it
mandatory for all transactions regulated by RBI will help identifying the entity party to the transaction easily
and accurately. To gain better insight into corporate actions (particularly M&A activity).
LEI will improve internal data flow and risk monitoring processes and allow the industry to meet regulatory
reporting requirements while minimizing costs.
Global Legal Entity Identifier Foundation
It is a not-for-profit organization established by the Financial Stability Board in June 2014. It is overseen by
the LEI Regulatory Oversight Committee, representing public authorities from around the globe. It publishes
Global LEI Index.
Angel Tax
Why in news?
Recently, several startups raised concerns regarding taxation of angel funds after 'angel tax' notices were sent
to them under Section 56 (2) of the Income Tax Act, which provides for taxation of funds received by an
entity.
About Angel Tax
It is a levy of 30.9 per cent on the amount exceeding the fair market value of shares issued by unlisted
companies (mainly start-ups) which will be treated as income from other sources. Fair value is a rational and
unbiased estimate of the potential market price of a good, service, or asset. The fair value is determined by the
tax authorities after the investments are made by the angel investors and are taxed accordingly. Angel Tax was
introduced in 2012, with the purpose of keeping money laundering in check.
Issues with Angel tax
There is no definitive or objective way to measure the ‗fair market value‘ of a startup. Several startups find it
difficult to justify the higher valuation to tax officials. The problem is that start-ups are valued subjectively on
the discounted cash flow model (valuation method used to estimate the value of an investment based on its
future cash flows), which does not take into account factors such as goodwill and can result in differences of
opinion on what constitutes ―fair value‖. While the India-based companies are getting hefty tax notices, startups with a base in Singapore and other tax havens have escaped the tax notices.
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Related facts
Earlier in April, the government gave relief to startups by allowing them to avail tax concession if total
investment, including funding from angel investors, does not exceed Rs 10 crore with the approval from eightmember inter-ministerial board. Moreover, an angel investor picking up stakes in a startup should have a
minimum net worth of Rs 2 crore or an average returned income of over Rs 25 lakh in the preceding three
financial years. For startup founders, venture capital firms and overseas investors are also the key sources of
funds and both these funds are exempt from this tax.
Angel Investor
It is a private individual, mostly high net worth, usually with business experience, who directly invests part of
his or her personal assets in new and growing unquoted businesses. Angel investments are typically the earliest
equity investments made in startup companies.
Retail, SME Loans to be linked to External Benchmarks
Why in News?
Reserve Bank of India (RBI) has asked the banks to link the floating interest rate on retail loans and loans
extended to micro and small businesses to external benchmarks like Repo Rate or Treasury Bills.
Need for Change
This move comes because Banks were slow to pass on the reduction in their MCLRs in January 2017 to their
actual lending rates. For example – Of the 12 banks whose spreads widened, six banks took up to six months
to pass on the benefit of lower MCLRs to their lending rates; remaining six banks passed on the benefit of their
lower MCLRs, but only partially even after six months. Even though changes in MCLRs are expected to be
passed on to at least fresh borrowers immediately. These changes are the culmination of the recommendations
made by an internal study group on working of MCLR of the RBI headed by Dr. Janak Raj.
New RBI Guidelines
The RBI said the lending rate on such loans should be linked to one of the four benchmarks
 Reserve Bank of India‘s policy repo rate.
 Government of India 91-day treasury bill yield.
 Government of India 182-day treasury bill yield.
 Any other benchmark market interest rate produced by the Financial Benchmark India Private Ltd.
Banks have to implement the new scheme from April 1, 2019. The Move is expected to end the practice of
lowering interest rates to only new customers to attract more business while the existing customers continue to
pay higher rate. • The spread (margin) over the benchmark rate — to be decided wholly at banks‘ discretion at
the inception of the loan — should remain unchanged through the life of the loan, unless the borrower‘s credit
assessment undergoes a substantial change and as agreed upon in the loan contract.
Advantages of new system
The Linking of floating rates to external benchmarks will lead to reduction in credit costs in the long run for
retail and MSME Sector. All banks will have to benchmark their loan against a common benchmark, which
will make it easier for borrowers to track it. This is one of the series of steps taken by RBI to increase Credit
flow to MSME Sector as it is crucial for economic growth and employment. Banks around the world have
already moved to external benchmarking system so this step brings Indian system in line with International
Banking practices.
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Interest Rate policy over the years
October 1994:
Banks were required to declare Prime Lending Rate (PLR) which was the rate it would charge to its most
credit worthy customer.
April 2003:
Benchmark Prime Lending Rate to overcome rigidity and inflexibility of PLR
July 2010:
Base Rate - Under this system, Banks were required to announce their base rates which would be the minimum
rate under all circumstances
April 2016:
Marginal Cost of Funds Based Lending Rate (MCLR) - RBI decided to shift to MCLR because the rates based
on marginal cost of funds are more sensitive to changes in the policy rates
December 2018:
External Benchmark Based Rate (proposed, final guidelines to be out soon).
How MCLR was calculated
As per RBI guidelines, the MCLR comprise of:
 The marginal cost of funds shall comprise of Marginal cost of borrowings and return on net worth.
 Negative carry on the mandatory CRR which arises due to return on CRR balances being nil.
 All operating costs associated with providing the loan product including cost of raising funds shall be
included under this head. It shall be ensured that the costs of providing those services which are
separately recovered by way of service charges do not form part of this component.
 These costs arise from loan commitments with longer tenor. The change in tenor premium should not
be borrower specific or loan class specific. In other words, the tenor premium will be uniform for all
types of loans for a given residual tenor.
Financial Benchmarks India Pvt Ltd
It is an independent benchmark administrator to develop and administer benchmarks relating to money market,
government securities and foreign exchange in India. It was created on the recommendation of Shri Vijaya
Bhaskar Committee on benchmark administration of India. The FBIL, jointly owned by FIMMDA, FEDAI and
IBA, was formed in December 2014 as a private limited company under the Companies Act 2013.
 FIMMDA: Fixed Income Money Market & Derivatives Association of India
 FEDIA: Foreign Exchange Dealers‘ Association of India
 IBA: Indian Banks Association
Pradhan Mantri Jan Dhan Yojana
Why in News?
The government decided to make the Pradhan Mantri Jan Dhan Yojana (PMJDY) an open-ended scheme,
meaning that it will continue indefinitely.
Pradhan Mantri Jan Dhan Yojana
It is a financial inclusion program of Government of India that aims to expand and make affordable access to
financial services such as bank accounts, remittances, credit, insurance and pensions. It focuses on coverage of
households as against the earlier plan which focused on coverage of villages. It focuses on coverage of rural as
well as urban areas. Any individual above the age of 10 years can open BSBDA Account. The plan envisages
universal access to banking facilities with at least one basic banking account for every household, financial
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literacy, access to credit, insurance and pension facility. In addition, the beneficiaries would get RuPay Debit
card having inbuilt accident insurance cover of Rs. 1 lakh. The plan also envisages channelling all Government
benefits (from Centre / State / Local Body) to the beneficiary‘s accounts and pushing the Direct Benefits
Transfer (DBT) scheme of the Union Government. The technological issues like poor connectivity, on-line
transactions will be addressed.
Significance
In spite of a strong position on world economic map India suffers from the problem of poverty and poor
financial inclusiveness. Census, 2011 estimates that only 58.7% of the households have access to banking
services. Poor households in India, in the absence of access to formal credit, have to deal with moneylenders
who charge exorbitant rates of interest. Household Survey on India‘s Citizen Environment and Consumer
Economy, 2016, shows that within the poorest section of the population two in three taking credit from
informal sources. Though access to formal financial institutions has improved over time but still thousands of
villages not have a bank branch and less than 10 percent of all commercial bank credit goes to rural area which
is the dwelling area for around 70 percent of the total population of India.
Achievements
Reducing Percentage of Zero Balance Accounts: Share of zero-balance accounts which indicates lack of
activity has fallen from 67% of the 125.47 million Jan Dhan Accounts in 2015 to only 28.88% of the 210
million Jan Dhan Accounts in 2016. Rising Deposits in Accounts: From 2016-17 the total deposits in these
accounts has increased more than thrice. This shows the build-up of confidence which the government has
succeeded to develop among the poor. Plugging Leakages from Subsidy: According to the Economic Survey
for 2015-16 leakages in LPG subsidy transfers fell 24% and the exclusion of beneficiaries had been greatly
reduced, due to forced banking infrastructure created by Jan Dhan Accounts, Aadhaar and Mobile networks,
the combination named as JAM trinity.
Challenges
The inadequate infrastructure base for internet facilities basically in tribal and hilly areas making it difficult for
Business Correspondents to deliver the required basic banking services, the overdraft facility that the Jan Dhan
scheme commits could be valuable for the poor but clarity has still not emerged on where the funds would be
diverted from to finance it. Increasing Cost of Business Correspondents accounts have to be functional and not
remain dormant then the density of banking correspondent has to be increased, which will increase the cost of
delivering the banking services. Many of the individuals who already have savings bank accounts in other
banks opened account under PMJDY for benefiting from the Rs. 1 Lakh accident insurance and overdraft. As
per norms PMJDY is only for those who do not have any bank account either in public or private sector
banking setup. After the announcement of Demonetization total deposits in 255 million Jan Dhan accounts
have increased to Rs 642521 million by November 2016.
Way forward
Launching massive campaign programmes among the poor households and also focus on improving the level
of financial literacy and education that can help them recognize the benefits they can avail under the scheme
and the responsibilities associated with it. The network of post offices which spread across the nation even in
the remotest areas can be utilised for effective implementation of the Jan Dhan Yojana. Introduction of Indian
Post Payment Banks is a way forward. The policy focus should shift from the quantity of inclusion to the
quality of inclusion. The measure of success of the scheme should include clearly-defined targets for usage and
transactions. The trust mechanism should be improved between people and bank officials as there seems to be
lack of trust in banking correspondents due to which borrowing from money lenders is still prevalent. It is
recommended that internet connectivity and speed should be increased in tribal and hilly areas so that the
confidence and ease of doing banking transactions can be entertained.
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Revenue Village Status under FRA
Why in News?
Recently, Uttar Pradesh government granted revenue status to its three forest villages. Three villagesKaluwala, Sodhinagar and Bhagwatpur- inhabited by Tongia Scheduled Tribes in and around forests of
Saharanpur District were given revenue village status under Forests Rights Act, 2006 (FRA). These villages
will now come under Revenue department instead of Forest department. Section 3(1)(h) of FRA provides for
turning Forest villages into Revenue villages as one of the forest rights conferred on forest dwelling Scheduled
Tribes and other traditional forest dwellers so that civic facilities reach these areas. According to Census 2011,
there are officially 4526 forest villages with a total population of more than 22 lakhs which include tribal
population of around 13.32 lakh.
Issues with Forest Villages
Land/habitations are recorded as forests and not as villages. Forest dwellers can‘t have access to various
welfare schemes that are implemented at a basic level of revenue villages by Centre and State Governments.
Only forest department undertake limited developmental works on forest land. Residents of forest villages in
some states don‘t have domicile certificate (that is issued by Revenue department) and are even deprived of
even voting rights.
Forest Villages
According to the FRA, forest villages are ―the settlements which have been established inside the forests by
the forest department of any State Government for forestry operations or which were converted into forest
villages through the forest reservation process and includes forest settlement villages.‖
Revenue Village
A revenue village is a small administrative region which has a definite surveyed boundary for revenue
purposes, and each village is a separate administrative unit with separate village accounts that is recognized by
the district administration and may contain many smaller hamlets.
IFFCO inks pacts with two South Korean firms for agri-equipment and finance
Why in news?
Fertiliser cooperative major IFFCO (Indian Farmers Fertiliser Cooperative Limited) has entered into strategic
partnership with two leading South Korean firms to explore business opportunities in agri-machinery and farm
credit sectors. These two firms are LS Mtron Ltd, a South Korean agriculture equipment manufacturer and NH
Capital co. Ltd., South Korea‘s leading financial services provider.
Farm machinery and Credit sector
The farm machinery and agriculture credit sector are still evolving in India. Over the years, IFFCO has been
expanding its footprint beyond chemical fertiliser and was scouting for partner to venture into farm machinery
and agricredit sectors for long time. The entry of established player like IFFCO in these emerging sectors will
certainly infuse much-needed competition and freshness in the sector. Under this strategic partnership, IFFCO
together South Korean firms will explore business opportunities involving supply, sales and distribution of
agricultural machinery and finance to fulfil the market demand in India.
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Indian Farmers Fertiliser Cooperative Limited (IFFCO)
IFFCO is large scale fertiliser cooperative federation in India which is registered as Multistate
Cooperative Society. It is one of India‘s biggest cooperative society which is wholly owned
by Indian Cooperatives. It was founded in 1967 with just 57 cooperatives and at present it has
amalgamation of over 36,000 Indian Cooperatives with diversified business interests ranging
from General Insurance to Rural Telecom apart from its core business of manufacturing and
selling fertilisers. It is headquartered in New Delhi.

IFFCO iMandi
Why in news?
Fertiliser major IFFCO has launched e-commerce platform IFFCO iMandi (an mobile application and web
portal) to address all needs of the farming community associated with it. For this initiative, IFFCO has
partnered with Singapore-based technology firm iMandi. Through this e-commerce platform, IFFCO is
targeting to reach GMV (gross merchandise value) of $5 billion in the next two years by catering needs of 5.5
crore farmers already associated with it.
The e-commerce platform is one stop shop for agri inputs and produce, FMCG, electronics, loans, insurance
etc. It has features like buy-sell, communication (chat and calling), entertainment and information/advisory
content to keep farmers engaged. Using it, farmers buy all agri inputs of IFFCO, including fertilisers, agro
chemicals and seeds at discounted price and get free delivery at their doorstep. It will cater needs of 5.5 crore
farmers already associated with IFFCO. In this platform, IFFCO‘s subsidiary IFFCO eBazar Ltd has taken
26% stake in and remaining 74% is with I-tech Holdings and some other investors.
CCEA approves determination of FRP payable by Sugar Mills
Why in news?
Cabinet Committee on Economic Affairs (CCEA) chaired by Prime Minister Narendra Modi has approved Fair
and Remunerative Price (FRP) of sugarcane for sugar season 2018-19 keeping in view the interest of
sugarcane farmers. It was approved based on the recommendation of Commission for Agricultural Costs and
Prices (CACP). CCEA has hiked Rs. 20 per quintal in the FRP of sugarcane at Rs. 275 per quintal for basic
recovery rate of 10%. It is higher by 77.42% over production cost and ensures that farmers get return of more
than 50 % over their production cost.
Fair and Remunerative Price (FRP)
The FRP is the minimum price that sugar mills have to pay to sugarcane farmers. It is determined on basis of
recommendations of Commission for Agricultural Costs and Prices (CACP) and after consultation with State
Governments and other stake-holders. The final FRP is arrived by taking into account various factors such as
cost of production, domestic and international prices, overall demand-supply situation, inter-crop price parity,
terms of trade prices of primary by-products and its impact on general price level and resource use efficiency.
Background
The sugar sector is an important agro-based sector in Indian agricultural economy that impacts livelihood of
about 5 crore sugarcane farmers and their dependents. It also employs around 5 lakh workers directly in sugar
mills, apart from those employed in various ancillary activities including farm labour and transportation.
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Special Package for Irrigation Projects in drought prone areas
Why in news?
Cabinet Committee on Economic Affairs (CCEA) has approved implementation of Centrally SponsoredScheme for completion of 83 minor irrigation projects and 8 major or medium irrigation projects in
Maharashtra‘s drought prone areas of Vidharbha, Marathawada regions.
Special package
The special package aims to create additional potential of 3.77 lakh hectares in these drought prone areas. It
will ensure assured source of water to farmers in command area of these projects. This will increase yield of
their crops and thereby increase the income of the farmers. The projects included under special package will be
funded under Pradhan Mantri Krishi Sinchayee Yojana- Accelerated Irrigation Benefit Programme (PMKSYAIBP) and are planned to be completed by December 2019. Progress of projects will be monitored by State as
well as Central Water Commission (CWC). The overall balance cost of projects is estimated to be Rs.
13,651.61 crore. Central Assistance for implementation of these projects will be Rs. 3,831.41 crore and rest
will be provided by State Government which may be arranged through NABARD (National Bank for
Agriculture and Rural Development).
Benefits
On completion of these projects, utilization of irrigation potential of about 3.77 lakh ha will transform
agriculture scenario of these drought prone region resulting in generation of substantially more employment
opportunities through increase in cropping intensity, change in cropping pattern, agro processing and other
ancillary activities. It will result employment generation of approximately 341 lakh man-days for unskilled,
semi-skilled and skilled workers.
Background
Maharashtra has experienced hydrological and agricultural drought during three years period from 2012 to
2016. The situation was worst in Vidharbha and Marathawada region with high incidence rate of suicides by
farmers. Besides, these regions, drought prone areas (DPA) in rest of the state also had experienced distress in
recent years. These irrigation projects are ongoing projects, but they were languishing due to fund constraints.
Release of pulses to States with discounted rates
Why in news?
Cabinet Committee on Economic Affairs (CCEA) has approved release of pulses to States/UTs at discounted
rate to be utilized for various Welfare Schemes from stock of pulses procured under Price Support Schemes
(PSS). The meeting was chaired by Prime Minister Narendra Modi.
About the scheme
Under this approved Scheme, States/UT Governments will be offered to lift 34.88 lakh MT of pulses at
discounted rate over prevailing wholesale market price of sourcing state on First come first serve basis. This
will be one-time dispensation for 1 year period or complete disposal of 34.88 lakh MT of pulses stock
whichever is earlier. Government will spend Rs. 5,237 crore for implementation of this Scheme. The decision
will enable the States/UTs to use pulses in various Welfare Schemes like Public Distribution Scheme (PDS),
Mid-Day Meal Scheme, and Integrated Child Development Programmes (ICDP) etc. besides making available
warehouses, which may be required in coming Kharif season for storage of commodities procured under PPS.
Background
Pulses production was witnessed all time high during the last 2 years in the country. Due to bumper
production, Central Government also has made record procurement of pulses (45.43 lakh MT) during Kharif
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2017 and Rabi 2018 marketing season under Price Support Scheme. This was coupled with increase in
Minimum Support Price (MSP) will require additional procurement under Price Support Scheme.
iCRAFPT held in Thanjavur
Why in news?
International Conference on Recent Advances in Food Processing Technology (iCRAFPT) was held at Indian
Institute of Food Processing Technology (IFPT), Thanjavur in Tamil Nadu. The theme of conference was
―Doubling farmers‘ income through food processing‖.
About the conference
The conference provided strong platform for knowledge sharing and meaningful delegation among industry,
academia, researchers and farmers which will potentially impact the food sector growth to a newer height. It
featured eight technical sessions on diversified areas of food processing. It saw participation of over 9 overseas
speakers, 77 Indian speakers, 18 food industry talks, 30 series lectures, 2 panel discussions etc.
Indian Institute of Food Processing Technology (IIFPT)
It is premier national institute working under administrative control of Union Ministry of
Food Processing Industries (MoFPI). It is headquartered in Thanjavur, Tamil Nadu. It
delivers research and education in food processing. It also incubates farmers, entrepreneurs
and aspiring youth for prospective food business ventures.
FSSAI constitutes B Sesikeran committee
Why in news?
Food Safety and Standards Authority of India (FSSAI) has constituted three-member committee to look into
draft food labelling and display regulations-Food Safety and Standards (Labelling and Display) Regulations
2018. The committee will be headed by B Sesikeran, former director of National Institute of Nutrition (NIN)
and comprises of current NIN director Hemalatha and AIIMS‘ endocrinologist Nikhil Tandon.
Draft Food Safety and Standards (Labelling and Display) Regulations 2018
FSSAI had released draft Food Safety and Standards (Labelling and Display) Regulations 2018 in April 2018.
It had proposed mandatory red-label marking on such packaged food products which are high in fat, sugar and
salt contents. The front-of-the-pack red label mark was aimed to make consumers more aware about healthy
and unhealthy food products. But, Union Health Ministry had put on hold on the draft regulations, after
industry stakeholders had expressed concerns, citing that it may have an adverse impact on evolving packaged
food industry. So address their concerns, FSSAI has decided to set up committee of experts with health and
nutrition background to look into t draft regulations.
Significance
India can learn from best practices from the other countries such as Denmark, Norway and Singapore on
labelling and trans-fat regulations. Consultation process started by FSSAI is seen as an attempt to begin
dialogue among stakeholders on proposed draft labelling regulations. Moreover, recently, several companies
had pledged to FSSAI‘s Eat Right Movement and have made voluntary commitments to reduce salt, sugar and
fat in their products. FSSAI in future is likely to push more and more companies to make similar voluntary
commitments.
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NABARD 2016-17 survey
Why in news?
According to National Bank for Agriculture & Rural
Development‘s (NABARD) All India Rural Financial
Inclusion Survey 2016-17, agriculture (farming)
generates only 23% of rural income i.e. not even
quarter of rural household incomes in India. Even for
so-called agricultural households, just over 43% of
their average income comes from cultivation of crops
and rearing of animals. The reference period of survey
was 2015-16.
Highlights of NABARD Survey
It estimates that total number of rural households in
India at 21.17 crore. Its definition of ―rural‖ is broad, covering revenue villages and semi-urban centres with
population of less than 50,000. Out of 21.17 crore rural households, 10.07 crore, or under 48% are agricultural.
At least one member is self-employed in farming with annual value of produce at more than Rs 5,000. The
remaining 11.10 crore households (around 52%) are non-agricultural. The average net monthly income of
Indian rural households after deducting expenses incurred in course of economic activity was Rs 8,059. The
highest share of this (Rs 3,504) was accounted for by wage labour (both farm and non-farm), followed by
government or private service jobs (Rs 1,906). The agriculture income i.e. income from crop cultivation and
livestock rearing contributed only Rs 1,832. Within agricultural households, the share of average income from
cultivation and livestock rearing was just over 43%. The balance 57% income was from non-agricultural
sources.
Significance of Survey
It reinforces trend that has gathered momentum since start of this century of increasingly less ‗Krishi‘ in
‗Bharat‘. It also reconfirms and magnifies earlier findings of National Sample Survey Office‘s (NSSO)
Situation Assessment Survey of Agricultural Households conducted for 2012-13. Though both surveys were
having methodological differences, but they highlight same fact of rural India becoming less agricultural, both
in terms of share of families engaged in farming and diversification of income sources even in their case.
ADB to provide loan for Madhya Pradesh Irrigation Efficiency Improvement Project
Why in news?
Union Government has signed $375 million loan agreement with Asian Development Bank (ADB) for Madhya
Pradesh Irrigation Efficiency Improvement Project. The project will contribute to double farming incomes in
Madhya Pradesh by expanding irrigation networks and system efficiency.
Madhya Pradesh Irrigation Efficiency Improvement Project
It will develop 125,000 hectares of new, highly efficient and climate resilient irrigation networks. It will also
improve water use efficiency in more than 400 villages and benefit over 800,000 people in the state. It will also
support institutional innovations through introduction of design-build-operate contracting approach. It will also
help farmers to adopt micro-irrigated agriculture including high-value crops. The ADB funds will be used to
develop a large-scale pressurized and automated irrigation system for boosting irrigation efficiency.
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It focuses on two large irrigation systems
Kundalia irrigation project
It will develop 125,000 ha of new and highly efficient and climate resilient irrigation networks. The work that
will be undertaken includes building two large pumping stations pumping water to distribution chambers
where water will be distributed through a network of buried pipes to farm outlets.
Sanjay Sarovar Irrigation Project
Under it comprehensive modernization feasibility study will be prepared and other preparatory work for
soundly designed project.
Asian Development Bank (ADB)
ADB is a regional development bank based out of Asia. It aims to promote social and
economic development in Asia by achieving a prosperous, inclusive, resilient, and sustainable
Asia and the Pacific, while sustaining its efforts to eradicate extreme poverty.
It was established in December 1966. It is headquartered at Ortigas Centre in Manila,
Philippines. ADB‘s main objective is to assist its members and partners, by providing loans,
technical assistance, grants, and equity investments to promote social and economic
development.
It has total 67 members, of which 48 are from within Asia and the Pacific and 19 outside.
ADB has been modelled closely on the lines World Bank. It has similar weighted voting
system where votes are distributed in proportion with members‘ capital subscriptions.
First SAARC Agri Cooperative Business Forum
Why in news?
The first South Asian Association for Regional Cooperation (SAARC) Agri Cooperative Business Forum was
held in Kathmandu, capital of Nepal The theme of this forum was ‗Organizing and Strengthening Family
Farmers‘ Cooperatives to attain the Sustainable-Development-Goals-1 and 2 in South Asia‘.
SAARC Agri Cooperative Business Forum
It was co-organized by Food and Agriculture Organization (FAO) of United Nations and Asian Farmers‘
Association with the support from International Fund for Agricultural Development. It provided platform to
bring together representatives both from government and non-governmental entities from member states of
SAARC as well as from regional and international organizations.
South Asian Association for Regional Cooperation (SAARC)
SAARC is regional intergovernmental organization and geopolitical union of nations in South
Asia. Its member states include Afghanistan, Bangladesh, Bhutan, India, Nepal, Maldives,
Pakistan and Sri Lanka. It comprises 3% of world‘s area, 21% of world‘s population and
3.8% of global economy as of 2015. It was established in Dhaka, Bangladesh on 8 December
1985. Its secretariat is based in Kathmandu, Nepal. It promotes development of economic and
regional integration. It also maintains permanent diplomatic relations at United Nations as an
observer.
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India inks loan agreement with ADB to improve State Highways in Karnataka
Why in news?
India has inked $346 million loan agreement with Asian Development Bank (ADB) to finance Karnataka State
Highways Improvement III Project (KSHIP-III) for improvement of over 400 km of state highways in
Karnataka. This will help in enhancement of connectivity and access to economic centres across 12 districts in
Karnataka.
Karnataka State Highways Improvement III Project (KSHIP-III)
KSHIP-lll project will upgrade about 419 kilometers of state highways to two-and four-lane with paved
shoulders. It will also reconstruct, widen, and strengthen culverts and bridges. Use of hybrid annuity contracts
is important aspect of the project is to improve quality and sustainability of road assets with performancebased maintenance period of 7 years, post-construction. The project will also carry out road safety audit to
identify and mitigate critical accident blackspots across state highway network. It will also strengthen the
institutional capacity of the Karnataka Public Works, Ports, and lnland Water Transport Department. The ADB
Financing will be in addition to ongoing road improvement project financed by ADB with loan of $315 million
which involves upgradation of about 615 km of state roads. The new loan will continue ADB support to
Karnataka government‘s statewide road improvement programme and will also help improve road safety. This
project will promote economic activities and foster inclusiveness.
Pradhan Mantri Annadata Aay Sanrakshan Abhiyan (PM-AASHA)
Why in News?
Recently, the Union Cabinet approved a new umbrella scheme – ‗Pradhan Mantri Annadata Aay SanraksHan
Abhiyan‘ (PM-AASHA).
Background
Minimum Support Price (MSP) system suffers from various shortfalls such as limited geographical reach and
crop coverage (for instance it excludes oilseeds). It works well only where there was direct procurement by
industries. Also, prices of key agricultural commodities have fallen below their MSP due to which there is
increasing farmer unrest across the country. PM-AASHA scheme thus aims to plug the gaps in procurement
system, address issues in MSP system and give better returns to farmers.
About the scheme
It has three components complementing the existing schemes of the Department of Food and Public
Distribution for procurement of paddy, wheat and other cereals and coarse grains where procurement takes
place at MSP:
 Under this Price Support Scheme (PSS) physical procurement of pulses, oilseeds and copra will be
done by Central Nodal Agencies. Besides National Agricultural Cooperative Marketing Federation of
India Ltd (NAFED), FCI will also take up procurement of crops under PSS. The expenditure and
losses due to procurement would be borne by the Centre.
 Price Deficiency Payment Scheme (PDPS will cover all oilseeds for which MSP is notified and Centre
will pay the difference between the MSP and actual selling/ model price to the farmer directly into his
bank account. Farmers who sell their crops in recognized mandis within the notified period can benefit
from it.
 In the case of oilseeds, the States will have the option to roll out Pilot of Private Procurement and
Stockiest Scheme (PPSS) in select districts where a private player can procure crops at MSP when
market prices drop below MSP. The private player will then be compensated through a service charge
up to a maximum of 15% of the MSP of the crop.
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Significance
The three different components of the scheme will cover gaps in the procurement and compensation
mechanism for crops, thus ensuring remunerative prices for farmers and help reviving rural economy. Unlike
the current system where farmers repeatedly go for the few crops, such as paddy, wheat and sugarcane, the
new scheme would ensure crop diversification and reduce stress on soil and water. Under the current physical
procurement, government agencies end up stockpiling food grains leading to high storage costs and significant
wastage and leakages. This would be addressed in the new scheme. Government has recently increased the
MSP of Kharif crops by following the principle of 1.5 times the cost of production, which will get translated to
increased farmer‘s income by way of robust procurement mechanism in coordination with State Governments.
The centre has made a provision of Rs. 16,550 Crore as a bank guarantee for central agencies to directly
procure from farmers under PSS, while budgetary allocations for PM-AASHA has been raised to Rs. 15,053
Crore. It is a significant step towards enhancing productivity, reducing the cost of cultivation and strengthening
post harvesting management, including market structure.
Challenges
Experience of Madhya Pradesh which implemented the PDPS under Bhavantar Bhugtaan Yojana revealed that
the traders plotted with each other and depressed the prices at mandis. They forced farmers to sell at lower
prices and pocketed the compensation from the government. Many small and marginal farmers were unable to
sell their produce under Bhavantar scheme due to double burden of lowered price and no compensation.
Government must come up with mechanisms to provide income transfer to farmers. Providing funds for PSS
would be a key challenge for Centre as State Governments consider it financially burdensome. If all states
apply to NAFED/FCI for procurement of oilseeds or pulses, the agencies would fall short of funds.
Instead of just 25% procurement, the Commission for Agricultural Costs and Prices (CACP) must be
redesigned and renamed to ‗Commission for Farmers‘ income and Welfare‘ with a mandate to work out the
minimum living income for a family and clearly defining means to provide it. Many States such as Bihar,
Jharkhand, West Bengal and almost entire North-East are unlikely to procure a substantial quantity of paddy at
MSP due to weak financial resources and infrastructure constraints of the organizations responsible for paddy
procurement. States would also find it hard to implement the scheme from the current Kharif marketing season
which begins soon.
Conclusion
E-NAM and inter-market competition must be promoted: Centre must break the trader lobbies by widening the
competition by inter-linking mandis, and States must proactively undertake regulatory reforms. Also, a robust
pro-farmer export policy must be considered. Simultaneously, market reforms including Model Agricultural
Produce and Livestock Marketing Act, 2017 and Model Contract Farming and Services Act, 2018 should also
be replicated by all the State Governments. Successful implementation and effective private participation is the
key to overall success of the scheme. Guidelines for private participation in consultation with state
governments must be formed.
Dairy Processing & Infrastructure Development Fund
Why in News?
The Cabinet Committee on Economic Affairs has approved a Dairy Processing & Infrastructure Development
Fund‖ (DIDF) with an outlay of Rs 10,881 crore during the period from 2017-18 to 2028-29.
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Background
Large number of dairy processing plants with India‘s Dairy Cooperatives were commissioned during
Operation Flood which ended in 1996. Majority of these plants have never been expanded or modernised
thereafter. These plants are operating with old & obsolete technologies, which may not be energy efficient. In
order to improve efficiencies as well as increase production of products with higher value addition,
Government of India had announced creation of DIDF in the Union Budget of 2017-18.
About the Fund
Objectives
 It will focus on building an efficient milk procurement system by setting up of chilling infrastructure
& installation of electronic milk adulteration testing equipment.
 Creation/modernization/expansion of processing infrastructure and manufacturing faculties for Value
Added Products for the Milk Unions/ Milk Producer Companies.
Management
 The project will be implemented by National Dairy Development Board (NDDB) and National Dairy
Development Cooperation (NCDC) directly through the End Borrowers such as Milk Unions, State
Dairy Federations, Milk Producer Companies etc.
Funding
 The fund will be used to provide loan for building an efficient milk procurement system and other
processing infrastructure. The end borrowers will get the loan @ 6.5% per annum. The period of
repayment will be 10 years with initial two years moratorium.
 Under the DIDF, Rs 8,004 crore loan will be provided by NABARD to the NDDB and the NCDC. The
remaining amount will be the contribution by end-borrowers, the NDDB and the NCDC, and by the
agriculture ministry towards interest subvention for the next 10 years. Apart from benefiting the
farmers the fund is expected to create employment in various regions of the country.
Operation Flood
A project of India's National Dairy Development Board (NDDB), it was launched in 1970 as
the world‘s biggest dairy development programme, also responsible for white revolution in
the country. It transformed India from a milk-deficient nation into the world's largest milk
producer, surpassing the USA in 1998, with about 17 percent of global output in 2010–11. In
30 years it doubled milk available per person, and made dairy farming India‘s largest selfsustainable rural employment generator.
Its major objectives included Increase milk production
 Augment rural incomes
 Fair prices for consumers
Government, FAO launches agriculture project in 5 states
Why in news?
Union government (Agriculture and Environment ministries) along with UN body Food and Agriculture
Organization (FAO) has launched agriculture project that seeks to bring transformative change in farm sector
through conservation of biodiversity and forest landscapes. It will be implemented in five states viz. Madhya
Pradesh, Mizoram, Odisha, Rajasthan and Uttarakhand.
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Aim of the project
The project is being funded with US $33.5 million grant from Global Environment Facility (GEF). It aims to
transform agricultural production to generate global environmental benefits by addressing biodiversity
conservation, land degradation, climate change mitigation and sustainable forest management. It strives to
bring harmony between conservation and development efforts of the country.
Background
Agriculture along with its allied sectors, is the largest source of livelihoods in India, with 82% of country‘s
farmers being small and marginal. Existing unsustainable agricultural practices have resulted in depletion of
water tables, biodiversity and habitat loss for wild species and land and soil degradation which have
contributed to the environmental crisis in India. To overcome it, there is need for alternative paradigm to
current extractive methods of agricultural production systems. Scientific research is need of time to focus on
achieving greener landscapes along with efficient and effective resource use. Moreover, any effort to increase
farmers income and food production must be within the framework of sustainable management of natural
resources to avoid environmental degradation.
Food and Agriculture Organization (FAO)
It is specialised agency of UN that leads international efforts to defeat hunger. Its parent
organization is UN Economic and Social Council (UNESC). It was established on 16 October
1945 and its headquarters are in Rome, It has 194 member states, along with European Union
(member organization).
Global Environment Facility (GEF)
It is multilateral financial mechanism that provides grants to developing countries for projects
that benefit global environment and promote sustainable livelihoods in local communities. It
was established on the eve of 1992 Rio Earth Summit to help tackle our planet‘s most
pressing environmental problems. It is based in Washington DC, United States. It addresses
six designated focal areas: biodiversity, climate change, international waters, ozone depletion,
land degradation and Persistent Organic Pollutants.
Online platform for Agmark quality certification
Why in news?
Union Ministry of Agriculture and Farmers Welfare launched online software for processing applications
Agmark quality certification mark for agricultural products. It was launched by Agriculture Minister Radha
Mohan Singh.
Agmark
Agmark is certification mark that assures conformity to set of standards approved by Government agency
Directorate of Marketing and Inspection. It is legally enforced by Agricultural Produce (Grading and Marking)
Act of 1937 (and ammended in 1986). The present AGMARK standards cover quality guidelines for 205
different commodities spanning variety of cereals, pulses, vegetable oils, essential oils, fruits & vegetables, and
semi-processed products like vermicelli. The term agmark was coined by joining the words ‗Ag‘ to mean
agriculture and ‗mark‘ for certification mark. This term was introduced originally in bill presented in
Parliament for the Agricultural Produce (Grading and Marking) Act.
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Agmark online system
It is being implemented across the country to conduct quality control functions. It will be available 24×7. It
will make process of application is simple, quick, transparent. Through this online system, certificate of
authorisation (domestic), permission of laboratories (domestic), permission of printing press and services
related to laboratory information management system will be provided online. The online system will make
processes easy, reliable and cost effective. It also has provisions for online receipt of fees from the applicants
as payments can be received in digital mode through bharatkosh.gov.in website.
Directorate of Marketing and Inspection (DMI)
DMI is an attached Office of Department of Agriculture, Cooperation and Farmers Welfare under Ministry of
Agriculture & Farmers Welfare. It was set up in 1935 to implement agricultural marketing policies and
programmes for integrated development of marketing of agricultural and other allied produce in country with
view to safeguard interests of farmers as well as the consumers. It maintains close liaison between Central and
State Governments.
Crop damages in wild animal attacks put under Pradhan Mantri Fasal Bima Yojna on pilot basis
Why in news?
Union Government has decided to cover damages to crops in wild animal attacks under Pradhan Mantri Fasal
Bima Yojna in select districts on an experimental basis. In this regard, Government has amended provisions of
crop insurance scheme in consultation with various stakeholders after review of its working for the last two
years. The amended provisions of the scheme have been implemented from October 2018.
New Provisions
Government has brought certain horticultural crops under ambit of PMFBY on experimental basis. Damages
due to individual fields due to incidents of localised disasters like water logging, land slide, cloud bursts,
hailstorms and fire too are brought under scheme. Henceforth, insurances firms will also have to spend 0.5% of
their earnings from annual premium to advertise provisions of the scheme.
The amended provisions of the scheme also stipulate fines in cases of delay in clearing insurance claims for
crop damages. In case firm delays insurance clearances beyond two months, it will have to pay an annual
interest of 12%. Similarly State government too will have to pay interest of 12% in case of delay in release of
state‘s share of subsidy in premium to insurance firms.
Pradhan Mantri Fasal Bima Yojana (PMFBY)
It is farmers‘ welfare scheme launched in 2016 to ensure faster insurance services or reliefs to farmers. It aims
to reduce the premium burden on farmers and ensure early settlement of crop assurance claim for the full
insured sum. It had replaced earlier two schemes National Agricultural Insurance Scheme (MNAIS) and
Modified National Agricultural Insurance Scheme (MNAIS) by incorporating their best features and removing
their inherent drawbacks (shortcomings).
Objectives
 Provide insurance coverage and financial support to farmers in event of natural calamities, pests &
diseases.
 Stabilise income of farmers to ensure their continuance in farming.
 Ensure flow of credit to the agriculture sector.
 Encourage farmers to adopt innovative and modern agricultural practices.
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Beneficiaries
It includes all farmers growing notified crops in notified area during season who have insurable interest in crop
are eligible. It also provides insurance benefits to landless labourers. It is also compulsory for loanee farmers
availing crop loans for notified crops in notified areas and voluntary for non-loanee farmers.
Key Features of Scheme
Under this scheme, farmers need to pay uniform premium of only 2% for all Kharif crops and 1.5% for all
Rabi crops. In case of annual commercial and horticultural crops, farmers have to pay premium of only 5%.
The premium rates are to be paid by farmers are very low and balance premium will be paid by Government.
Moreover, there is no upper limit on Government subsidy, so farmers will get claim against full sum insured
without any reduction. The scheme also covers yield losses due to non-preventable risks, such as natural fire
and lightning, storm, stailstorm, cyclone, typhoon, tempest, hurricane, tornado. It also covers risks due to
flood, inundation and landslide, drought, dry spells, pests and diseases. It also covers post-harvest losses are
also covered.
Under this scheme, it mandatory for use of technology such as smart phones, drones etc to capture and upload
data of crop cutting to reduce delays in claim payment to farmers. Remote sensing will be also used to reduce
number of crop cutting experiments. The scheme is implemented on Area Approach basis. In this case, defined
area (i.e. unit area of insurance) is village or above it can be geo-mapped and geofenced region having
homogenous risk profile for notified crop.
Ending APMC Monopoly
Why in news?
Maharashtra became 2nd state after Bihar to end the monopoly of Agricultural Produce Market Committee
(APMC) and allow trade in farm commodities including livestock outside the wholesale markets (mandis).
Why do APMCs need reform?
The monopoly of APMCs in agriculture market reduces buyer competition in comparison to integrated
markets, as it limits the geographical range of the mandis, number of buyers and sector specialization of
buyers. Thus, it limits the income accrued to the farmers. In India, the ratio of the highest price of a commodity
to its lowest price - a measure of price dispersion (Economic Survey 2015-16) - is almost thrice that observed
in the US. This indicates that markets are not well integrated and logistics cost is high. Cartelization by traders
prevents price discovery mechanisms from functioning in mandis. According to Ashok Dalwai Committee,
farmers‘ share in consumer prices range from 15% to 40% (Ashok Dalwai Committee). Missing credit
markets (farmers borrow from intermediaries, conditional to sale of harvest), lack of storage, high
transportation & processing costs add to the retail-farmgate wedge. This prevents farmers from realizing higher
prices and consumers from buying food at lower prices, lowering overall welfare. High commission levied on
both farmers and buyers create artificial inflation. Final price to consumer high but benefit does not reach the
farmer. APMCs do no value addition in terms of storage and transport facilities leading to high wastage. Tax
money is not utilized properly in creating infrastructure (electronic weighing machines, drying yards, grading
& assaying facilities, cold storage etc.) in the mandis
Changes Proposed
The amendment of the Maharashtra Agricultural Produce Marketing (Development and Regulation) Act, 1963
has deregulated the sale of agri-produce. Thus, first point of sale needn‘t be an APMC-regulated mandi. No
cess or market fee can be charged on the trades outside the purview of the mandi. It has also done away with
the requirement of separate licenses to trade in different mandis, creating single market in the entire state. This
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would enable farmers and traders to buy and sell at any mandi without the requirement of the mandatory
license.
Conclusion
Creating Market Infrastructure:
 Physical integration: Railroad expansion changed the landscape of agricultural markets in US
 Digital integration: e-NAM (National Agricultural Market). Instead of treating state as single market
area, the entire country must be treated as unified market
Changing the target market:
Like Maharashtra & Bihar, other states must also modify laws that constrain farmers to sell in local mandis
only, especially for perishables. Some complementary measures such as provision of land & financial
incentives for private sector-promoted market yards is needed. Farmers can also realize maximum profits by
selling the produce directly to food processing units (less rotting & regular supply).
Transport and storage infrastructure for perishables:
Currently, only 7000-8000 refrigerated trucks are plying in India, mostly transporting pharmaceuticals & dairy
products. Transport of perishable commodities in Reefer trucks & freight subsidy would help in better supply
and availability of the produce. At present, India‘s cold storage capacity is nearly 3.5 cr tonnes, short by 30-40
lakh tonnes, and it needs to be increased
Establishing Markets of National Importance (MNI):
At present, Asia‘s largest agricultural market at Azadpur, Delhi is the only Market of National
Importance (MNI) in the country. More such markets need to be established to boost inter-state trade
Setting up Farmer Producer Organizations and Cooperatives:
It would provide better avenues at collective bargaining to small & marginal farmers. It could also act
as a direct marketing channel to supply produce from ‗surplus‘ regions to high demand states
Restructure Essential Commodities Act:
To incentivize corporate companies to invest in trading of agricultural commodities. The exemptions
from stockholding limits must be given to exporters, food processors, multiple outlet retailers, large
departmental retailers etc.
Alternative marketing options:
Such as contract farming, direct marketing through FPOs/cooperatives etc, commodity trading through
National Commodity and Derivatives Exchange, e-RaKAM (digital spot trading market), NSEL (where
warehouse receipts of commodities are traded) etc.
Nation-wide Price Dissemination Mechanism:
Forward Market Commission (FMC) has set up e-portal AGMARKNET that displays real time
wholesale price of agricultural commodities on e-portal connected with APMC markets, Kisan mandis, Kisan
Vikas Kendras (KVKs), State Agricultural Boards etc.
Farm Loan Waiver
Why in news?
Newly elected state governments in Madhya Pradesh, Rajasthan and Chhattisgarh, have declared packages for
loan write-offs for farmers.
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Farm Loan Waiver
It is a consistent demand by the farmers because of the persistent distressed farm situations across the country.
Since 2014, eight states have written off loans to farmers and four more states — Rajasthan, Assam,
Chhattisgarh and Madhya Pradesh — had announced the waiver. The debt relief is paid through state budgets.
Macro-economic impacts of Farm Loan Waiver
At its most basic, farm loan waivers simply transfer liabilities from private sector to public sector balance
sheets. The waivers will have four effects on aggregate demand:
Private consumption impact:
Loan waivers will increase the net wealth of farm households pushing consumption up. However,
World Bank study on the ―ADWDRS‖ of 2008-09 found no rise in consumption after the loan waivers.
Public sector impact:
Loan waivers involve spending that does not add to demand (because these are liability transfers to the
states‘ balance sheets) but the actions taken to meet Fiscal Responsibility Legislation (FRL) targets (higher
taxes and/or lower expenditure) will reduce demand.
Crowding out impact:
Loan waivers will result in higher borrowing by the states with fiscal space. This could squeeze out
private spending by firms.
Crowding in impact:
Bank balance sheets will improve to the extent that non-performing farm loans are taken off their
books. So they might be able to provide additional financial resources to the private sector, leading to greater
spending.
Way Forward
The primary reason for persistent farm distress is the inability of farmers to get remunerative prices, due to the
prevailing disconnect with the value chain resulting from market asymmetry, and lackadaisical institutional
and infrastructure support. A loan waiver is only an element of immediate relief. Greater focus is required on
enhancing their loan repayment capacity via smooth supply and value chains, and better price realisations
along with farm credit reforms. This could be achieved by following measures:
Institutional Strength:
The most important constraint of Indian farmers is their small and uneconomical size of holdings. This can be
overcome by
 Encouraging the formation and working via farmer producer organisations (FPOs) that act as
aggregators and help farmers overcome their unorganised nature.
 Government spending in the creation of suitable storage capacities - either independently or in
public-private partnership (PPP) model- will not only help farmers to store their produce, but also
connect them to institutional finance through a much more secure mechanism of warehouse receipt
finance through FPOs.
 Ensure reach of minimum support price & crop insurance across the geography and crops.
Better Decision-Making:
Agriculture and markets remain highly disconnected, with poor information flow across unusually long supply
chains in most agricultural commodities.
 An independent national set-up could be created with a PPP at the block/district level to provide
necessary information that would empower farmers to make the right decisions- from choice of
crop and cropping practices, to harvesting and sales.
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This would augment input purchase support to small and marginal farmers, in line with direct cash
transfer, as well as strengthen the efficacy of free market mechanism for ensuring remunerative
prices.
Agriculture Credit Reforms
 Extend period of crop loan to four years, to account for the erratic pattern and spatial distribution
of rainfall. Like industrial loans, extend provision of restructuring and one-time settlement for
industry to farm loans.
 A specific, region and crop-based scheme of loan concessions and one-time settlement would
ensure that credit discipline is not eroded.
 Institutionalise a mechanism, with a regulatory authority supervising the scheme of de-stressing
farm loans, based on a scientific basis for calculating stressed assets and restructuring them.
NABARD should be utilised for this purpose.
Conclusion
While there is a case for loan waiver in exceptional circumstances, this could not be the only solution,
especially given the associated moral hazard, which actually incentivizes defaults on loans. It can, for a host of
reasons being faced by the Indian economy in general, and agriculture in particular (e.g. rising pressure of
population, uncertain policies and regulations and other production risks such as diseases, shortage of inputs
like seeds and irrigation, coupled with drought, flooding and unseasonal rains), be part of the bucket of various
solutions. DBT scheme similar to Rythu Bandhu Scheme of Telangana could be well emulated as a way
forward.
Agriculture Census
Why in news?
The 10th Agriculture Census 2015-16 was released by the Agriculture Ministry.
Key Findings of Provisional Agriculture Census 2015-16 vis-à-vis 2010-11 Agri- Census
The individual, joint and institutional holdings have shown a growth of 5.04 per cent, 7.07 per cent and 10.88
per cent, respectively. Out of 36 States/UTs in the country, it was found that 14 States viz. Andhra Pradesh,
Bihar, Chhattisgarh, Gujarat, Karnataka, Kerala, Madhya Pradesh, Maharashtra, Odisha, Rajasthan,
Tamilnadu, Telangana, Uttar Pradesh and West Bengal account for about 91.03% in terms of number of
operational holdings and about 88.08% in terms of area operated in the country. In a total of 146 million
operational holdings in the country, the highest number of operational holders belonged to Uttar Pradesh
(23.82 million) followed by Bihar (16.41 million) and Maharashtra (14.71 million). At all India level,
percentage increase in number of operational holdings in 2015-16 as compared to Agriculture Census 2010-11
worked out to 5.33% among states, the highest variation was found in the case of Madhya Pradesh (12.74%)
followed by Andhra Pradesh (11.85%), Rajasthan (11.12%), Kerala (11.02%) etc. Some states also showed
decline in number of operational holdings. The sharpest fall has been in Goa (28.17%) and lowest in Manipur
(0.09%). However, operated area has shown declining trends in most of the states. With an average size of 5ha,
Nagaland is home to India‘s largest farms.
Analysis of the Agri-Census data
While farms got more fragmented between 2010-11 and 2015-16, holdings continue to be inequitably
distributed. The increase in farm land holdings, a consistent trend since the 1970s, has been slowing down in
the past 20 years. In a positive development, there is a rise in the number of female land holders, a possible
indicator of higher involvement in farm activities. The trend may reflect migration of men to cities for non-
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agricultural activities and also explain slowing down of land division as rural people seek alternate livelihoods.
The figures show landholdings have doubled in past 45 years (from 71 million in 1970-71 to 146 million in
2015-16), resulting in decline in average size of farms by more than 50% — a real worry for policy-makers as
this makes agriculture unremunerative for farmers. Similarly, there is decrease in the operated area from
159.59 million hectares in 2010-11 to 157.14 million hectares in 2015-16, showing a decrease of 1.53% - it
means diversion of farm land for non-agriculture activities during the period. The number of small holdings in
the country has grown in five years, due to fragmentation of land, while that of medium and large holdings
have gone down.
Reasons for land fragmentation
 Natural population growth
 Inadequate growth in off-farm employment opportunities to absorb the surplus workforce.
 Rise of nuclear families leading to division of family landholdings
 High indebtedness which leads to selling of a patch of land while repayment
Problems associated with fragmentation of Land holdings
Small scale of production
It inhibits the ability of farmers to reap economies of scale in agricultural operations and invest in
mechanisation. It further leads to decline in productivity and thus declining land capability.
Low Prices
Further the small and marginal farmers have low bargaining power, since they have very little marketable
surplus and are price takers in the market.
Low income
As per NSSO Survey (2012-13) the median agricultural incomes were about Rs. 19,250 or about Rs 1600 per
month in 2012-13.
Indebtedness
As per Economic Survey-2016-17, there is an inverse relationship between indebtedness and the size of land
holding. In Bihar and West Bengal, more than 80% of agricultural households with marginal landholdings are
indebted. The existence of a large number of small and marginal farmers, close to 126 million according to the
Agri-Census, means it is challenging for the government‘s extension arms to reach them with new technology
and farm support schemes.
Further, these 126 million farmers together owned about 74.4 million hectares of land —or an average holding
of just 0.6 hectares each—not enough to produce surpluses which can financially sustain their families,
explaining the rising distress in Indian agriculture. Overall it makes farmers prone to all sort of agricultural
risks including Production risks, Climatic risks, Price risks, Credit risks, Market risks, and Policy risks.
Way Forward
Scale-up the farms
There are various ways such as land pooling, land leasing and contract farming etc. All this should be done
within proper legal mechanism.
Model Land Leasing Law
NITI Aayog has formulated a Model Agricultural Land Leasing Act, 2016 to both recognize the rights of the
tenant and safeguard interest of landowners. A dedicated cell for land reforms was also set up in NITI Aayog.
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Diversify Agriculture
Horticulture products must also be included along with traditional wheat and rice farming. Schemes like
Mission for Integrated Development of Horticulture (MIDH) and Operation Greens would help farmers in this
regard.
Sustainable prices
Schemes like GrAM (Gramin Agriculture Markets) and eNAM would be bringing a competitive price
discovery model for smallest of the farmers.
Development of manufacturing sector
This will ensure the surplus workforce to be absorbed into the productive work and will reduce the pressure on
agricultural land. Development of MSMEs should be a part of this as they employ most of the non-farm
workers. India is currently in the process of formulating a new Industrial Policy aimed at making India a
manufacturing hub by promoting ‗Make in India‘.
Development of Rural sector
A comprehensive rural development strategy that focuses on rural infrastructure to create off-farm rural
employment opportunities, reduce labour mobility costs, increase education and skills in combination with
measures regarding land consolidation and better land management, and finally improve the functioning of
land markets, in particular the rental markets, may be the best means to address the problem of land
fragmentation. Such a cross-sectoral approach would be more likely to contribute successfully to farm
consolidation and farm development and, in general, to an improvement in rural household welfare.
What is Agriculture Census?
Agriculture Census in India is conducted at five-year intervals to collect data on structural aspects of farm
holdings. The basic statistical unit for data collection is 'Operational Holding'. The first census was conducted
with reference year 1970-71. So far, nine censuses have been done and this is the 10th in series. It is carried in
three phases: In the first phase of the census, data on primary characteristics like number of operational
holdings and area operated by different size classes (marginal, small, semi-medium, medium and large), social
groups, (SC and ST and others), gender (male/female), types of holding etc. is collected. In the second phase of
the census, detailed data on characteristics of operational holdings such as land use, irrigation status, tenancy
particulars are collected based on samples from 20% of villages in each tehsil. While in the third and final
phase, data on the pattern of input use by operational holdings is collected. This is also known as Input Survey.
Operational holding has been defined as all land used wholly or partly for agricultural production and is
operated as one technical unit by one person alone or with others without regard to the title, legal form, size or
location. Total operated area, which includes both cultivated and uncultivated area provided part of it is put to
farm production during the reference period.
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Global Housing Construction Technology Challenge under PMAY-U
Why in news?
The Ministry of Housing and Urban Affairs (MoHUA) is going to launch Global Housing Construction
Technology Challenge as part of technology sub-mission of Pradhan Mantri Awas Yojana-Urban (PMAY-U).
The challenge aims to accelerate PMAY-U‘s target of providing ‗housing for all‘ as the scheme is moving at
pace far slower than its rural counterpart.
Global Housing Construction Technology Challenge
Through this global challenge, MoHUA will invite ideas for innovative technologies for mass housing projects
that can help build houses faster, cheaper and of better quality with sustainable green materials. The selected
technologies will be tried and tested to be found suitable to geographical conditions of six different urban areas
selected across the country with varying terrains such as hilly, plain, or earthquake-prone etc. Four parameters
in challenge are time, cost, quality, and sustainability. The winning technologies will be used to build 1,000
houses, multi-storey or otherwise, depending on area type, in each of these places. The technology will chosen
in such a way that it is scalable so that it can be used to construct cheaper and faster mass housing in similar
areas.
Significance
The global challenge will invite best innovative ideas from across globe for alternative technologies that go
beyond brick-and-mortar building model used widely in Indian construction. The winning technologies,
selected based on criteria laid down by a technical committee of MoHUA under this challenge, will be used to
build mass houses in tie-up with states, for economically weaker sections and low-income groups under
affordable housing project vertical of PMAY-U. Such houses will be constructed in varying geo-climatic zones
across the country. The winning technologies will be used to construct houses within the next six to seven
months, as against the one-year period required to finish such a project.
Background
Under PMAY-U, around 8 lakh houses have been constructed since its launch in June 25, 2015. It does not
even account for 10% of revised MoHUA target of providing 1.2 crore houses by 2022. As against this, under
rural component of the scheme, PMAY-Gramin, 48.26 lakh houses have been built, with pace almost on
course of meeting target of 2.95 crore houses by 2022.
Invest India and Business France sign MoU to promote investment
Why in news?
Invest India and Business France have signed Memorandum of Understanding (MoU) to promote investment
facilitation and cooperation between startups of India and France. The MoU will facilitate direct foreign
investment by providing practical investment information to enterprises. It will also support companies
pursuing those opportunities which contribute positively to economic growth of two countries.
Key Facts
Under this MoU, Invest India and Business France will collaborate to promote business and startup ecosystem
cooperation through joint activities. They will also exchange experiences to strengthen institutional knowledge
and identify opportunities between businesses in French and Indian private sector, creating dedicated support
structure to facilitate inbound companies and startups. The partnership will strengthen existing business
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relations between India and France and provide seamless facilitation channel for new businesses and
innovations from both countries to grow in each other‘s markets.
Invest India
It is official Investment Promotion and Facilitation Agency of Central Government. It is mandated to facilitate
investments in the country. It is first stop for potential global investors in country. It is non-profit venture
under Department of Industrial Policy and Promotion (DIPP), Ministry of Commerce and Industries.
Business France
It is executive agency of French government under supervision of Minister for Economic Affairs and Finance
and Minister of Foreign Affairs and International Development. It promotes international business
development for French companies and professionals through worldwide network of 80 trade commissions,
which have worked with over 7,500 SMEs. It mobilizes expertise of 1,400 persons in France and in 70 other
countries.
CCEA approves continuation of Pradhan Mantri Gram Sadak Yojana
Why in news?
Cabinet Committee on Economic Affairs (CCEA) has approved continuation of Pradhan Mantri Gram Sadak
Yojana (PMGSY) beyond 12th Five Year Plan period ((2012–2017)). It will help in connecting 38,412
habitations at estimated cost of Rs. 84,934 crore. For this, fund sharing pattern between centre and states will
be same (Thus, central government share will be Rs 54,900 crore and states‘ share is Rs 30,034 crore).
Key Facts
Initially targets of PMGSY were to be achieved by March 2022, however, sunset date of achievement of
PMGSY-I was pre-poned to March, 2019, with enhanced fund allocation and changed funding pattern i.e. in
ratio of 60:40 between Centre and State for all States except for 8 North Eastern and 3 Himalayan States
(Himachal Pradesh, Uttarakhand and Jammu & Kashmir) for which it is 90:10. PMGSY-II and habitations
under identified LWE blocks (100-249 population) covered by March 2020. Under, PMGSY-II, against target
length of 50,000 km works of upgradation almost 32,100 km road length have been sanctioned in 13 states,
which have transited to PMGSY-II. 12,000 km road length has been completed up to March, 2018 against the
sanctions issued.
Pradhan Mantri Gram Sadak Yojana (PMGSY)
The scheme was launched on 25 December 2000. It aims to provide single all-weather road
connectivity to all eligible unconnected habitations in rural areas with population of 500
persons and above (in plain areas) and 250 persons and above (in hilly states, desert areas,
tribal areas and selected tribal and backward districts). Union Ministry of Rural Development
is nodal ministry for implementation of Scheme. For this scheme, 75 paise per litre has been
earmarked out of cess levied on high speed diesel. It considers habitation as unit for
providing connectivity and not revenue village. The scheme encourages use of green
technologies and non-conventional materials (like waste plastic, geo-textiles, fly-ash, iron and
copper slag etc) for constructing rural roads.
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Indian Housing Project in Plantation Areas
Why in news?
India has handed over 404 houses built for Indian-origin people in Sri Lanka‘s tea plantation areas at
Dunsinane Estate in Nuwara Eliya city. This is first lot of houses built under Indian Housing Project in
Plantation Areas in Sri Lanka.
Indian Housing Project in Plantation Areas
Under this project close to 47,000 houses so far have been completed out of total 60,000. With grant of over
US $350 million, it is India‘s largest assistance project in any country. Houses built under it are provided to
Indian-origin people, mostly Tamils in Sri Lanka‘s tea plantation areas. India is also considering to sign
agreement for construction of additional 10,000 houses at cost of 12 billion Sri Lankan Rupees under this
project.
Background
Indian-origin Tamils, mostly employed in tea and rubber plantations in Sri Lanka, lack proper housing. They
are mostly residing in central hill areas of the island country. They were brought from India by British rulers
during 19th century to work in coffee plantations in Sri Lanka. More than million are still associated with tea
and rubber plantations. Though they have been given the Sri Lankan citizenship, housing is one of the major
issue for these workers employed as daily wagers. Earlier, Sri Lankan Government led by President
Maithripala Sirisena had formulated national plan of action for the plantation workers and planned for
construction of 55,000 houses till 2020.
Concession Financing Scheme
Why in News?
Recently, government extended the Concessional Financing Scheme (CFS) for five years till 2023.
About Concession Financing Scheme
The scheme is aim to support Indian entities bidding for strategically important infrastructure projects abroad.
Under the scheme government provide counter guarantee and interest equalization of 2 % to EXIM Bank to
offer concessional finance to any foreign Govt. or controlled entity, if any Indian entity, succeeds in getting
contract for the execution of a project. It will now cover all Indian entities, compared to the earlier stipulation
of minimum 75 per cent Indian shareholding. EXIM Bank extends credit at a rate not exceeding LIBOR (avg.
of six months) + 100 bps. The repayment of the loan is guaranteed by the foreign govt. Under the scheme
Ministry of External Affairs selects the project, keeping in view strategic interest of India and sends the same
to the Department of Economic affairs.
Significance of the scheme
It will help in generate substantial backward linkage induced jobs, demand for material and machinery in India
and also a lot of goodwill for India. Bidding large Project: Prior to the introduction of CFS, Indian entities
were not able to bid for large projects abroad since the cost of financing was very high for them and bidders
from other countries such as China, Japan, Europe and US.
Enabling Monetization of Infrastructure Assets in India
Why in News?
Government is drawing up a plan to sell public sector Infrastructure assets. The government is identifying
assets, including rail lines, national highways and power transmission lines, for monetising through
infrastructure investment trusts (InvITs).
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Significance
Monetisation of assets being held in public sector undertakings through creation of InvITs will fast-track the
agenda of improving infrastructure in the country. This year‘s Budget suggested the use of InvITs to monetise
roads by the National Highways Authority of India (NHAI). The government feels the role of central public
sector enterprises is to develop new infrastructure and create a market rather than just earn returns from their
investments. The Twelfth Five Year Plan (2012-2017) projected an investment of Rs 55.75 trillion in
infrastructure during 2012-17, more than double that in the Eleventh Five Year Plan. India‘s banking sector is
under pressure as banks, weighed down by bad loans and weak profitability, are reaching their exposure limits
in infrastructure lending.
Advantages
Monetization of infrastructure assets will,
 Strengthen the capital position of PSBs so that they are well placed to fund new credit growth
opportunities
 Improve fund flow to the infrastructure sector by securitizing infrastructure assets, thus enhancing
their access to institutional investors such as pension funds, insurance funds and mutual funds.
 Funds generated can be used to set up Greenfield projects
 It will make up for the lack of private investment.
Infrastructure Investment Trusts (InvITs)
These are mutual fund like institutions that enable investments into the infrastructure sector
by pooling small sums of money from multitude of individual investors for directly investing
in infrastructure so as to return a portion of the income to unit holders of InvITs, who pooled
in the money. InvITs are regulated by Securities and Exchange Board of India

Real Estate Investment Trust
Why in News?
Blackstone Group along with Embassy Office Parks has filed India‘s first and Asia‘s largest prospectus for
Real Estate Investment Trust (REIT).
What is a REIT?
REITs are listed entities which own, operate and manages buildings/properties (like Office Parks, Malls,
Hotels, Residential Buildings etc.) for generating income and is bound by norms defined by SEBI and RERA,
2016. But REITs functions like a mutual fund and raises money from a number of investors and issues
dividends to investors as return.
RERA regulations regarding REITs
 Projects being developed by REITs should be registered under RERA.
 70% of the funds raised for a particular project must be deposited in a separate account wherein 70
percent of the money received from the buyers shall be deposited to be used specifically for
development of that project only.
SEBI regulations regarding REITs:
 REITs must distribute at least 90 per cent of their income to investors on a half-yearly basis.
 The minimum investment amount for investors has been set at Rs. 2,00,000.00.
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Benefits of REITs
Bring more investments: REITs will facilitate more investment in the real estate sector – both domestic and
foreign investment by bringing transparency in asset valuation, clarity in carpet area, better corporate
governance, clear disclosures and financial transparency practices etc. REITs have been successfully
implemented in countries like US, UK, Singapore, Japan, Australia and Canada.
Increased Transparency: Real estate in India has always received a bad rap when it comes to transparency. In
contrast, REITs require a full valuation on a half-yearly and yearly basis. Philip to real estate sector: REITs can
purposefully step up funding for India‘s woefully underfunded urban real estate, including to utilise the scope
for city redevelopment, and also provide attractive, stable and long-term returns for retail investors. REITs
have the potential of bringing investment for urban development especially in the light of Smart City Mission,
AMRUT etc.
Good option for small investors: REITs are good news for those investors who have a small appetite -- as small
as Rs 200,000-- but want to invest in the commercial real estate market. This means that you can add real
estate to your investment portfolio without worrying about huge loans. Stable returns: A recent report by a
leading consultancy suggests that REITs can generate returns of 7-8% annually with minimum risk.
Diversification of portfolio: REITs would also enable diversification of the portfolio of the investors and
provide the investors a new product that is regular income generating. REITs will usher greater liquidity in the
commercial sector, while giving developers an option to exit projects, including those developers who are
reeling under a financial crunch.
Problems with REITs
While RERA was enacted in 2016, the first REIT listing is going to happen in 2018 even after several
relaxations in regulations by SEBI due to the lack of confidence of investors in real estate sector in India.
There is a lack of clarity in addressing the current NPA status in real estate sector under RERA and REITs.
The minimum REIT investment amount has been set at a high value of Rs. 2,00,000.00. This deters the retail
investors from investing in REITs. As land comes under state list, the legal status of REITs in some states is
ambiguous. While the government has cleared the decks for the success of REITs, the levy of stamp duty
charges at the state level, remains a hindrance in the attractiveness of REITs, as it can reduce the returns and
make this form of investment less attractive. Real Estate (Regulation and Development) (RERA) Act was
enacted in 2016.
Features of RERA, 2016
 Intends to regulate transactions between buyers and promoters of residential and commercial real
estate developers. Creation of Real Estate Regulatory Authority by the States/UTs, consisting of a
Chairperson and at least two full time members with experience in urban planning, law and commerce
etc, along with mandatory registration of all residential projects with RERA.
 Creation of Real Estate Appellate Tribunals to hear appeals against RERA. REAT to provide time
bound judgment in appeals.
 The promoter has to maintain a 'separate account' for every project undertaken. The promoter has to
deliver projects in a time bound manner and if promoter fails to give possession of the property then
the money received for that property has to be returned to the buyer.
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Goods and Services Tax Network (GSTN)
Why in News?
The Union Cabinet has approved increasing of Government ownership in Goods and Services Tax Network
(GSTN). It has decided that the entire 51% equity held by the Non-Government Institutions in GSTN will be
acquired equally by the Centre and the State Governments. Hence the restructure GSTN will have 100%
government ownership equally distributed between the Centre (50%) and the States (50%).
There will also be a change in the existing composition of the Board of GSTN. It will have total 11 Directors:
 1 Chairman
 1 CEO
 3 directors from the Centre
 3 from the States
 3 other independent directors to be nominated by the Board of Directors
The decision was taken as the government felt that a vast amount of GST related data should be completely
under the supervision, as it contains sensitive information of over 1 crore taxpayers.
Temasek inks agreement to invest $400 million in NIIF Master Fund
Why in news?
Singapore-based global investment firm Temasek has signed agreement to invest up to Rs 2,750 crore ($400
million) in National Investment and Infrastructure Fund‘s (NIIF) Master Fund. With this investment, NIIF
Master Fund is now one of largest infrastructure funds in India which invests in core infrastructure sectors in
India with focus on energy, transportation and urban infrastructure.
Key Facts
As part of this agreement, Temasek will join Government of India (GoI), Abu Dhabi Investment Authority
(ADIA), HDFC Group, ICICI Bank, Kotak Mahindra Life Insurance and Axis Bank as investor in NIIF‘s
Master Fund and as shareholder in National Investment and Infrastructure Limited (NIIFTL), investment
management company of NIIF. With this agreement, NIIF now has agreements totalling almost Rs. 10,000
crore, with ADIA having committed to invest up to $1 billion (about Rs 6,500 crore) and domestic financial
institutions, about Rs. 500 crore.
National Investment and Infrastructure Fund (NIIF)
NIIF was set up in December 2015 to catalyse funding into the country‘s infrastructure sector
by serving as quasi sovereign wealth fund (SWF). It has been set up as fund of funds
structure with aim to generate risk adjusted returns for its investors alongside promoting
infrastructure development. It aims to maximize economic growth of country mainly through
infrastructure development in commercially viable projects (both greenfield and brownfield)
and also in stalled projects.
NIIF has been registered with Securities and Exchange Board of India as a Category II
Alternate Investment Fund. It has targeted corpus of Rs 40,000 crore to be raised over the
years — 49% of it will be funded by government and remaining 51% will be raised from
domestic and global Investors, including international pension funds, sovereign wealth funds,
multilateral/bilateral investors.
NIIF‘s Governing Council is chaired by Finance Minister and act as an advisory council.
Moreover, two companies viz. NIIFTL, a trustee of fund and NIIFL, an investment
management company of NIIF were incorporated in 2015. NIIF is also planning third fund to
be called strategic investment fund, which could be of similar size to its master fund. This
third fund will target investments in greenfield projects and will be long-tenure fund of 15
years.
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CCEA approves 100% Electrification of Railways by 2021-22
Why in news?
Cabinet Committee on Economic Affairs (CCEA) has approved 100% electrification broad gauge routes of
Indian Railways (IR) by 2021-22. The 100% electrification will reduce use of imported fossil fuels thereby
improve energy security. Reduction in consumption of high speed diesel oil will also result in reduction of
GHG emissions, thus, reduce environmental impact of Railways.
Key Facts
CCEA‘s decision covers only electrifying remaining 13,675 kilometers (16,540 track kilometers). Currently,
around 48% of the country‘s 61,680 km broad gauge railway network is electrified. However, this approval
does not cover 3,479 km of metre gauge and 2,209 of broad gauge network. After complete electrification,
India will be having second largest electrified railway networks in the world after China, which has 87,000 km
electrified network (around 68% of its network) and only large railway with 100 % electrification. The
proposed electrification is mainly for missing links and last mile connectivity will increase the operational
efficiency, enhance line capacity and improve average speed of trains.
Benefits of 100% electrification
It will provide seamless train operation by eliminating detention of trains due to change in traction from diesel
to electric and vice versa. It will help Railways in enhancing line capacity due to higher speed & higher
haulage capacity of electric locomotives
It will result in improved signalling system which will lead to enhanced safety in train operation. It will reduce
fossil fuel consumption of about 2.83 billion liters per annum. Thus, reduce dependence on imported
petroleum based fuels will ensure energy security to the nation. It will help Indian Railways to save Rs 13,500
crore annually on fuel bill. Moreover, maintenance of electric locomotive is less compared to diesel
locomotive maintenance cost.
It is considered as environmentally friendly option as it will reduce carbon footprint of Indian Railways as
environmental cost per tonne Km for electric traction is less as compared to diesel traction. Total shift to
electric traction will reduce CO2 emission of Railways by 24% till 2027-28. It is also in line with India‘s
commitment in COP21. It will generate direct employment of about 20.4 crore man days during the period of
construction.
What about existing diesel engines?
Indian Railways has fleet of 5,526 diesel engines. With change traction policy, operational diesel engines will
be converted into electric ones during periodic overhaul, so that the diesel fleet gradually turns electric.
Domestically manufactured new diesel locomotives will be exported. Even after 100% electrification, diesel
engines will be used in emergencies and for strategic use such as in the border areas.
SEZ Policy Report
Why in news?
The Baba Kalyani committee constituted by the Ministry of Commerce & Industry to study the existing SEZ
policy of India submitted its report to the government.
Performance of SEZ
As on 31st March, 2018, there were a total of 223 Operational SEZs against 355 notified SEZs in the country.
Total Investment in SEZs (as on 31st March, 2018) amounted 4.75 lakh crore and it has generated close to 20
lakh jobs. Exports from SEZs amounted nearly 5.81 lakh crore in 2017-18, which is higher from 5.23 lakh
crore in 2016-17 and 4.67 lakh crore in 2015-16.
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Major Challenges and Solutions
Unutilised land (more than 25,000 hectares) in SEZs which is due to lack of flexibility to utilise land in SEZs
for different sectors. The solution to this challenge is ―Optimal utilisation of vacant land in SEZ by allowing
flexibility of land use and removing sector-specific constraints.‖
Existence of multiple models of economic zones such as SEZ, coastal economic zone, Delhi-Mumbai
Industrial Corridor, National Investment and Manufacturing Zone, food park and textile park.
Solution
The group of secretaries of various central government‘s departments have recommended ―rationalisation‖ of
these models. Moreover, the Department of Industrial Policy and Promotion (DIPP) and the Niti Aayog is
going to ―develop and master plan for industrial clusters‖ in order to deal with this challenge.
Under-utilisation of existing capacity. Currently, SEZ units are not allowed to do ―job work‖ for domestic
tariff area (DTA) units. Any area that lies outside of SEZ or any other custom bonded zone in India is known
as the DTA. Goods and services going into the SEZ from DTA is treated as exports and goods coming from
the SEZ into DTA is treated as imports. It is recommended that ―optimal utilisation of existing capacity in SEZ
units‖ should be done by ―allowing job work for DTA‖.
Domestic sales of SEZs face a disadvantage as ―they have to pay full customs duty‖, as compared to the lower
rates with the Association of Southeast Asian Nations (ASEAN) countries due to free-trade agreement (FTA).
It is suggested that the ―best FTA rates‖ should be allowed for domestic sales, too. Imposition of Minimum
Alternate Tax (MAT) on SEZs from April 1, 2012, as well as imposition of income tax on new SEZs and new
units from April 1, 2017 and April 1, 2020, respectively. The experts advocated restoration of income tax
benefit as well as MAT exemption. Also, there is a need to align changed taxation regime under GST to the
SEZ Rules.
Another challenge has been the ―requirement of payment in foreign exchange for services provided by SEZ
units to DTA area‖. To deal with this problem, it has been suggested an amendment in the definition of
―services‖ in the SEZ Act, 2005. Lack of support from the state government when it comes to developing
effective single-window system for clearances.
Other issues
There are other demands of the business and industrial community. These include- grant infrastructure status to
buildings of SEZs and industrial parks, permit external commercial borrowing (ECB) for entire SEZ
infrastructure, allow a refinancing option through ECB; relax the ―risk weightage norms‖ for the real estate
sector.
 Moreover, simplification of the process of granting environment clearance by the Union
environment ministry and repeal of certain sections of the Urban Land Ceiling Act, 2007 is also
demanded.
 The Commerce ministry has been consistently lobbying with the finance ministry to exempt units
in the SEZs from the minimum alternate tax, or MAT, imposed on them in 2011.
Some of the incentives offered under the SEZ policy have been challenged at the WTO by the US and may
need to be replaced by other sops.
Recommendations of the Committee
Reincarnation of SEZs as employment and Economic Enclaves (3Es)
The main focus of the recommendations of the SEZ committee is on migration from export focus to economic
and employment growth focus. For this to be achieved, incentives for the manufacturing SEZs have to be
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based on specific parameters including demand, investment, employment and technology, value addition and
inclusivity.
Other supports for SEZ (3Es)
 Flexibility to enable 3E units to seamlessly support business outside the zone.
 Supply of power directly to units from independent power producer (IPPs) at competitive rates to
ensure uninterrupted power supply.
 Fast tracking various approvals through online application process
 Integrating MSMEs with the 3Es and giving additional incentives to zones focusing on priority
industries
 Infrastructure status to 3E projects to make cheaper finance available to them
Connectivity to remote SEZs
Development of last mile and first mile connectivity infrastructure by government should be provided for land
parcels which are far from highways and urban agglomerations. Replicate Success of ITeS: The success seen
by services sector like IT and ITES has to be promoted in other services sector like health care, financial
services, legal, repair and design services.
Tax benefits
For services SEZs, tax benefits must be retained including extension of sunset clause, lowering taxes (such as a
MAT of 9 per cent and exemption from DDT) for identified strategic services and allowing supplies to
domestic market in Indian currency to bring parity between goods and services.
Ease of doing business
The committee has advocated simpler entry and exit processes using time-bound online approval and dispute
resolution through robust arbitration and commercial courts.
In line with WTO norms and the GST, the Committee recommended preparing a sunrise list for ―focused
diversification‖ such as engineering and design, biotech and healthcare services. Align the policy framework
to avoid competition among similar schemes of industrial parks, export oriented units, SEZ, national
investment and manufacturing zones and sectoral parks and provide ease of doing business to developers and
tenants.
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Coal Mine Surveillance & Management System (CMSMS)
Why in news?
Recently, the Ministry of Coal launched the Coal Mine Surveillance & Management System (CMSMS) and
‗Khan Prahari‘ mobile application.
Background
Illegal mining is carried out either by extraction of coal without obtaining a valid mining lease from the
government or by mining in areas outside lease-hold areas of coal companies. Illegal coal mining not only
causes a loss to the nation‘s resources but is also harmful to the environment. Leads to accidents and loss of
life to persons engaged in illegal mining due to roof falling, water flooding, poisonous gas leaking, occurrence
of underground fire etc. Facilitates corruption leading to law and order problems Creates unaccounted assets
and black money and encourages involvement of mafia. Water balance is disturbed in and around the locations
of illegal mining. Adverse impact on the conservation of precious fossil fuel and causes environmental
degradation.
Around 17,603 tonne of coal has been recovered from illegal mining in 2017-18. The detection of illegal coal
mining activities is mainly done at the Central Mine Planning and Design Institute, wherein satellite data is
scanned to track coal mining activity taking place outside the authorised leasehold area. Since law and order is
a state subject, the responsibility of curbing illegal coal mining lies primarily with the state and district
administration under the Mines and Minerals (Development and Regulation) Act.
Coal Mine Surveillance & Management System (CMSMS)
The basic objective of CMSMS is reporting, monitoring and taking suitable action on unauthorised coal
mining activities. It is a web based GIS application through which location of sites for unauthorised mining
can be detected. The basic platform used in the system is of Ministry of Electronics & Information
Technology‘s (MeiTY) map which provides village level information. The system will use satellite data to
detect changes by which unauthorised mining activity extending beyond the allotted lease area can be detected
and suitable action can be taken on it. The complaint originating from coal mines allotted to Coal India will go
to Coal India Offices and those originating from coal blocks not allotted to Coal India will go straight to the
State Government Officers and for each complaint the alert will also go to the District Magistrate and SP of the
district.
Khan Prahahri
It is a tool for reporting any activity taking place related to illegal coal mining like rat hole mining, pilferage
etc. One can upload geo-tagged photographs of the incident along with textual information directly to the
system. The identity of the complainant shall not be revealed.
Major reasons for illegal mining of coal
 Large scale rural unemployment and poverty.
 Organised marketing network controlled by coal mafias/influential person.
 Easy availability of old, abandoned, unused, closed coal mines.
 Geographically scattered, isolated peripheral patches of coal deposits.
 Apathy of State government Officials.
 Inadequate infrastructure of law enforcement agencies.

© Smart Leaders IAS

www.smartleadersias.com

Economy

69

Measures suggested to stop illegal mining of coal
 Awarding the job of coal/sand transportation to villagers‘ Cooperative to ensure villagers participation
in the mining activities.
 Outside the leasehold areas, illegal mining generally takes place at some patches of coal deposit at
shallow depth from the surface. Some of the coal blocks can be awarded by the Central Govt. to the
state Governments on nomination basis and the State Govts. can get the mining done through the
villagers‘ Co-operative formed by the nearby villagers of the mine.
 State Police administration should be strengthened with proper infrastructure and modernization for
controlling the Mafia as well as for stringent patrolling.
 Legal provisions should be made to confiscate the equipment used in illegal Mining.
Amendment in the Definition of 'Petroleum'
Why in News?
The government has recently redefined 'petroleum' by amending the Petroleum and Natural Gas Rules of 1959.
Changes in New Definition
Petroleum means "naturally occurring hydrocarbon in the in the form of natural gas or in a liquid, viscous or
solid form, or a mixture thereof but does not include coal, lignite and helium occurring in association with
petroleum or coal or shale". The old definition contained the phrase ―free state" which prevented private
players to explore shale, which was reserved for only government-owned entities like ONGC. By removing the
word free, it now allows hydrocarbons in absorbed state like shale to be exploited.
Implications
The amendment would open up exploration of all hydrocarbons including traditional oil and gas, shale, coal
bed methane and hydrates -- in the same field. This is in line with the new Hydrocarbons Exploration and
Licensing Policy (HELP). This should help in enhancing exploration and production of hydrocarbons, thereby
increasing India‘s energy security and reducing our imports.
However certain challenges remain:
 the exclusion of natural gas from the purview of GST remains a deterrent to attracting large-scale
investments as neither the producers nor the consumers are able to set off the taxes paid on their input
and output.
 Another impediment could be absence of recent data on actual reserves of shale in the country.
Power Grid signs MoU with UP Power Corp for energy efficiency
Why in news?
Power Grid Corporation of India (POWERGRID) has signed Memorandum of Understanding (MoU) with
Uttar Pradesh Power Corporation (UPPCL) for energy efficiency and agricultural demand side management
programme. POWERGRID and UPPCL are going to held further discussions to decide terms and conditions
for replacement of agriculture pump sets in East and South DISCOMs of Uttar Pradesh. POWERGRID is
contemplating investment of about Rs 2,200 to 2,500 crore in these projects, subject to necessary clearances.
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Power Grid Corporation of India (POWERGRID)
POWERGRID is Navaratna Central Public Sector Enterprise (CPSE). It is central
transmission utility (CTU) of India. It is India‘s largest electric power transmission utility,
transmitting about 50% of total power generated in India on its transmission network. It is
listed company since 2007. It is headquartered in Gurugram, Haryana. Government owns
56.91% of POWERGRID and balance 43.09% is owned by public. It operates 90% of interstate and inter-regional networks.

Five oil PSUs sign JV pact for N-E Natural Gas Pipeline Grid
Why in news?
Five central oil PSUs – IOCL, ONGC, GAIL, OIL, and NRL have signed agreement for executing 1500 Km
North-East Natural Gas Pipeline Grid. It is a major initiative to connect all North-East States to National Gas
Grid. It will be implemented under Centre‘s ambitious Urja Ganga Gas Pipeline Project.
Terms of Agreement
Joint Venture (JV) company will be formed to develop, build, operate and maintain Natural Gas Pipeline Grid
connecting Guwahati to other major North - Eastern cities and major load centres such as Numaligarh Refinery
and integrating it with feasible gas producing fields in the region. The JV company will have equal equity
contribution from all partners for development of natural gas pipeline project. The project will connect state
capitals of all eight North Eastern states- Assam, Manipur, Meghalaya, Mizoram, Nagaland, Tripura, Sikkim
and Arunachal Pradesh. The expenditure for 1500 Km length gas pipeline project is Rs. 6000 crore and is
scheduled to compete in four years (by 2022) in three phases.
Urja Ganga Gas Pipeline Project
The project was launched in October 2016 with an aim to provide piped cooking (PNG) gas to residents of
eastern region of the country and CNG gas for the vehicles. The project envisaged laying 2,050-km pipeline
connecting Jagdishpur (UP) to Haldia (West Bengal) by 2018. It covers five states including UP, Bihar,
Jharkhand, West Bengal and Odisha. The project is being implemented by staterun gas utility GAIL.
Government amends definition of hydrocarbon to include shale
Why in news?
Union Ministry of Petroleum and Natural Gas has amended Petroleum and Natural Gas Rules 1959 to include
shale in definition of petroleum. This change will allow private companies to explore and produce the resource
in the blocks they already operate.
Definition of Petroleum
The updated definition of petroleum means naturally occurring hydrocarbons, whether in form of natural gas
or in liquid, viscous or solid form, or mixture thereof, occurring in association with petroleum or coal or shale
but does not include coal, lignite, and helium. Prior to this, definition excluded shale and therefore barred
companies from exploiting it from fields that are producing conventional oil and gas or coal-bed methane.
Significance
The amendment of definition of petroleum will open up exploration of all hydrocarbons in existing fields
which is line with new Hydrocarbon Exploration Licensing Policy (HELP). It will help in enhancing domestic
exploration and production of hydrocarbons and increasing India‘s energy security and reducing dependency
on imports.
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Shale
It is fine-grained sedimentary rock that forms from compaction of silt and claysize mineral particles,
commonly called as mud. The composition of shale places it in category of sedimentary rocks known as
mudstones. Shale is distinguishedfrom other mudstones due to laminated (rock is made up of many thin layers)
and fissile (rock readily splits into thin pieces along the laminations) nature. Some shales have special
properties that make them important resources. Black shales contain organic material that sometimes breaks
down to form natural gas or oil.
Shale gas
Shale gas is natural gas formed from being trapped within shale formations. It is
unconventional source of methane, like coal-bed gas (in coal seams) and tight gas (trapped in
rock formations). It is colourless, odourless gas, lighter than air. It is cheaper than natural gas,
releases 50% less CO2, hence better source for generating electricity. It also provides
feedstock for petrochemicals industry, which is turned into fertilizer, plastics and other useful
stuff. In India, potential shale gas sites are Cambay, Gondwana, Krishna-Godawari and
Cauvery Basins.
Government notifies ethanol-making directly from sugarcane juice, B-molasses
Why in news?
Union Food Ministry has notified decision to allow sugar mills to manufacture ethanol directly from sugarcane
juice or an intermediate product called Bmolasses. In this regard, Sugarcane Control Order, 1966 has been
amended. The move would help mills divert cane juice for ethanol manufacturing during surplus years.
Production of ethanol
Now in case of production of ethanol directly from sugarcane juice or B-molasses, the recovery rate of
sugarcane factory will be determined by considering every 600 liters so produced as equivalent to one tonne of
production of sugar. Earlier, sugar mills were allowed to manufacture ethanol from by-product called Cmolasses, after sugar was taken out while processing raw sugarcane juice. Molasses is also used for
manufacturing spirit and alcohol among other products.
Background
Sugar mills are incurring losses as prices of sugar have fallen below production cost on account of record
output of 32 million tonnes (mt) in 2017-18 season as against annual domestic demand of 25 mt. The
production of ethanol directly from sugarcane juice or B-molasses will help to divert this overproduction.
Sugar mills are expecting revenue realisation of over Rs 5,000 crore from sale of ethanol to OMCs during the
2017-18 sugar season (October-September). OMCs procure ethanol from sugar mills for blending with petrol.
It has mandated blending of up to 10% ethanol in petrol but inadequate availability has restricted this to under
4%. Higher price for ethanol will incentivise higher ethanol production.
Rajasthan first State to implement biofuel policy
Why in news?
Rajasthan became first state in the country to implement National Policy on Biofuels unveiled by Union
Government in May 2018. Its implementation was approved by high-power Biofuel Authority. It was also
decided that Government will release Biofuel Rules, 2018.
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About the policy
Under this policy, State Government will lay emphasis on increasing production of oilseeds and establish
Centre for Excellence in Udaipur to promote research in fields of alternative fuels and energy resources.
Biodiesel plant of capacity of eight tonnes per day already has been installed in State with financial assistance
of Indian Railways. State government will give emphasis to promote marketing of biofuels and generate
awareness about them. State Rural Livelihood Development Council will also encourage women‘s self help
groups (SHGs) to explore the scope for additional income through supply of biodiesel.
National Policy on Biofuels – 2018
The policy categorises of biofuels into first generation (1G), second generation (2G) and third generation (3G)
to enable extension of appropriate financial and fiscal incentives under each category. It seeks to help farmers
dispose of their surplus stock in economic manner and reduce country‘s oil import dependence. It has
expanded scope of raw material for ethanol production by allowing use of sugarcane juice, sugar containing
materials like sweet sorghum, sugar beet, starch containing materials like corn, cassava, damaged food grains
like broken rice, wheat, rotten potatoes, unfit for human consumption for ethanol production. It also
encourages setting up of supply chain mechanisms for biodiesel production from nonedible oilseeds, used
cooking oil, short gestation crops.
Government imposes 25% safeguard duty on import of solar cells
Why in news?
Union Government has imposed safeguard duty of 25% on import of solar cells (whether or not assembled in
modules or panels) from China and Malaysia. The move is aimed at helping domestic solar cell manufacturing
sector. But it could affect existing projects dependent on cheap imports and hike solar power tariffs in India
since around 90% of panels sector uses solar cells made in China and Malaysia. Safeguard Duty is tariff barrier
imposed by government on the commodities to ensure that imports in excessive quantities do not harm the
domestic industry. It is mainly temporary measure undertaken by government in defence of the domestic
industry which is harmed or has potential threat getting hared due to sudden cheap surge in imports.
Key Facts
The decision by Union Government follows long deliberation by Directorate General of Trade Remedies
(DGTR), which recommended safeguard duty structure after considering application by Indian solar cell
manufacturers. They had sought protection from rising cheap imports. The 20% safeguard duty will be
effective for one year between July 30, 2018, and July 29, 2019. It will be reduced to 20% for six months from
July 30, 2019, and further to 15% in the subsequent half year. It will not be imposed on imports from
developing countries other than China and Malaysia.
Challenges for domestic industry
India‘s domestic industry has around half-a-dozen makers of solar cells and modules, with total capacity of
around 3,000 MW. This is hardly enough to meet country‘s burgeoning demand. The safeguard duty now puts
locally-made panels on par with imported ones in terms of cost. Solar Power projects now will have to revive
their supply chain and make input components locally instead of importing them and put modules together
here.
Domestic sector is not being fully exploited because of obsolete technology. Moreover price of solar
equipment produced in the country is not competitive as compared to that of foreign manufacturers, especially
Chinese manufacturers. Domestic sector needs to do lot more to be effective meet required standards as
compared to imported solar cells. They also need to improve technology.
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Policy framework for exploitation of unconventional hydrocarbons
Why in news?
Union Cabinet has approved policy framework to permit exploration and exploitation of unconventional
hydrocarbons such as Shale oil/gas, Coal Bed Methane (CBM) etc. It will be carried out under existing
Production Sharing Contracts (PSCs), CBM contracts and Nomination fields to encourage existing contractors
in licensed or leased area to unlock full potential of unconventional hydrocarbons in existing acreages.
Significance
With this policy, there will be complete shift from One hydrocarbon Resource Type to Uniform Licensing
Policy which is presently applicable in Discovered Small Field (DSF) Policy and Hydrocarbon Exploration &
Licensing Policy (HELP).
Benefits of this Policy Framework
It will enable the realization of prospective hydrocarbon reserves in existing contract areas which otherwise
would have remain unexplored and unexploited. It will give impetus to new investment in exploration and
production (E&P) activities and chances of finding new hydrocarbon discoveries and increasing domestic
production. It will also spur exploration and exploitation of additional hydrocarbon resources giving impetus to
new investment, economic activities, additional employment generation and thus benefitting various sections
of society. This will also lead to induction of new, innovative and cuttingedge technology and forging new
technological collaboration to exploit unconventional hydrocarbons.
Background
Under existing contractual regime of PSCs, existing contractors are not allowed to explore and exploit CBM or
other unconventional hydrocarbons in already allotted licensed or leased area. Similarly, CBM contractors are
not allowed to exploit any other hydrocarbon except CBM. Acreages held at present by various contractors in
PSCs and CBM blocks and National Oil Companies (NOCs) in nomination regime constitute a significant part
of India‘s sedimentary basin.
Integrate to Innovate Programme launched for startups in energy sector
Why in news?
Invest India under Department of Industrial Policy and Promotion (DIPP) in partnership with energy
companies has launched Integrate to Innovate Programme for startups in energy sector. It is three-month
programme for startups in the power sector aims to foster collaboration between startups and large
corporations of the energy sector.
Integrate to Innovate (i2i) Programme
i2i programme will provide opportunity for startups for collaboration and conversation around valuable energy
transitions by bringing their ideas to life with guidance and support from corporates. The selected startups will
receive cash prize grant of up to Rs 5 lakh along with opportunity to pilot their product with corporates. The
corporates will offer selected startups access to technology, technical and commercial mentorship and access to
potential customers through corporate network of partners. Startups from innovators across various stages of
energy life-cycle i.e. generation, transmission and distribution, storage and consumption in multiple sectors
such as households, industry, farm, infrastructure, utility, building and transport are invited under this
programme.
Invest India
It is official Investment Promotion and Facilitation Agency of Central Government. It has been set up as nonprofit venture under Department of Industrial Policy and Promotion (DIPP), Ministry of Commerce and
Industries. It is mandated to facilitate investments in the country. It is first stop for potential global investors in
country.
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Pradhan Mantri Ujjwala Yojana
Why in news?
Union Government has announced that it has reached target of providing 5 crore free LPG connections under
Pradhan Mantri Ujjwala Yojana (PMUY) almost eight months ahead of schedule (i.e. in 27 months instead of
35 months)
Key Facts
Uttar Pradesh (87 lakh), West Bengal (67 lakh), Bihar (61 lakh), Madhya Pradesh (45 lakh), Rajasthan (37
lakh) and Odisha (30 lakh) are six states that have accounted for nearly 65% of connections provided under
PMUY and 47% of overall beneficiaries are from weaker sections of society i.e., SC/STs. World Health
Organisation (WHO) has recognised PMUY as one of decisive intervention by Government to address indoor
air pollution which accounts for nearly 10 lakh deaths in year in the country.
Pradhan Mantri Ujjwala Yojana (PMUY)
Union Government launched PMUY in May, 2016 with tagline of Swachh Indhan, Behtar
Jeevan. It aims at providing clean-cooking fuel to poor households, who are otherwise
vulnerable to various health hazards associated with indoor air pollution and bringing in
qualitative charges inliving standards.
Implementation: PMUY is implemented by Ministry of Petroleum and Natural Gas through
its Oil Marketing Companies (OMCs) i.e., IOC, BPCL and HPCL through their network of
distributors across the country. PMUY is under implementation in the all the States/UTs.
Through it, cash assistance is given to beneficiaries to get a deposit-free new connection. It is
first welfare scheme implemented by Ministry of Petroleum.
Beneficiaries of PMUY: They are are identified through Socio-Economic Caste Census
(SECC) List-2011 and in such cases where names are not covered under SECC list,
beneficiaries are identified from seven categories which includes SC/ST households,
beneficiaries of Antyodaya Anna Yojana, PMAY (Gramin), Forest Dwellers, Most Backward
Classes, Resident of Islands/River Islands and Tea Garden & Ex-tea Garden Tribes.
Target: Initially, Government had set target to provide deposit free LPG connections under
PMUY to 5 crore BPL households by 31 March 2019. Considering its huge success,
government had revised target to 8 crores with budgetary allocation of Rs. 12,800 crore.

World Biofuel Day
Why in news?
World Bio-fuel Day (The International Biodiesel Day) is observed every year on August 10 to create
awareness about the importance of non-fossil fuels i.e. Green Fuels or Bio-fuels an alternative to conventional
fossil fuels. Bio-fuels are renewable, bio-degradable, sustainable and environment friendly fuel. It can be seen
as alternative to conventional fossil fuels.
Significance
On this day in 1893, Sir Rudalph Diesel (inventor of the diesel engine) for the first time successfully ran
mechanical engine with Peanut Oil. His research experiment had predicted that vegetable oil is going to
replace the fossil fuels in the next century to fuel different mechanical engines.
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Observances
In India, World Biofuel Day is being observed by the Ministry of Petroleum & Natural Gas. This year it had
organized World Biofuel Day programme at Vigyan Bhawan, New Delhi. It had conducted separate interactive
sessions on ethanol, bio-diesel, bio-CNG and 2nd Generation biofuels.
Government initiatives to promote biofuels
Considering benefits of biofuels in reducing import dependency on crude oil, as clean environment fuel and
generating additional income to farmers and employment generation in rural areas, Government has
undertaken number of initiatives such biofuels programme and increasing blending of biofuels etc.
The biofuels programme is in synergy with Government‘s other initiatives for Make in India, Swachh Bharat
and doubling farmers‘ income by 2022. Government‘s major interventions in this sector includes
administrative price mechanism for ethanol, simplifying procurement procedures of OMCs, amending
provisions of Industries (Development & Regulation) Act, 1951 and enabling lingo cellulosic route for ethanol
procurement.
Oil PSUs are also planning to set up 12 Second Generation (2G) Bio-refineries to augment ethanol supply and
address environmental issues arising out of burning of agricultural biomass especially in North India.
Government also has approved National Policy on Biofuels-2018 in June 2018. It aims at reaching 20%
ethanol-blending and 5% biodiesel-blending by year 2030.
It also has expanded scope of feedstock for ethanol production and has provided for incentives for production
of advanced biofuels. Government also has increased price of C-heavy molasses-based ethanol to boost to
Ethanol Blending Programme (EBP). It also has fixed price of B-heavy molasses-based ethanol and sugarcane
juice-based ethanol for the first time at Rs. 47.40. It also has reduced GST on ethanol for blending in fuel from
18% to 5%. Ministry of Petroleum & Natural Gas is making all efforts to increase ethanol supply for petrol and
has taken several steps in this direction.
FSSAI launches RUCO initiative to collect, convert used cooking oil into biofuel
Why in news?
The Food Safety and Standards Authority of India (FSSAI) launched RUCO (Repurpose Used Cooking Oil)
initiative to enable collection and conversion of used cooking oil to biodiesel. Under this initiative, 64
companies at 101 locations have been identified to enable collection of used cooking oil.
Key Facts
The initiative was launched nearly month after FSSAI notified standards for used cooking oil. According to
FSSAI regulations, maximum permissible limits for Total Polar Compounds (TPC) have been set at 25%,
beyond which the cooking oil is unsafe for consumption. Beside this, FSSAI is also working in partnership
with Biodiesel Association of India (BAI) and food industry to ensure effective compliance of used cooking oil
regulations.
Background
According to FSSAI, India has potential to recover 220 crore litres of used cooking oil for production of
biodiesel by 2022 through co-ordinated action. Currently, biodiesel produced from used cooking oil is very
small, but robust ecosystem for conversion and collection is rapidly growing in India and soon it will reach
sizable scale. FSSAI is also looking at introducing regulations to ensure that companies using large quantities
of cooking oil hand it over to registered collecting agencies to convert it into biofuel.
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Food Safety and Standards Authority of India (FSSAI)
FSSAI is a nodal statutory agency responsible for protecting and promoting public health in
India through regulation and supervision of food safety. It was established under the Food
Safety and Standards Act, 2006 and operates under aegis of Union Ministry of Health &
Family Welfare.

N Raghuram became first Indian to get elected as Chair of International Nitrogen Initiative
Why in news?
Indian scientist-academician N Raghuram became first Indian and Asian to get elected as Chair of
International Nitrogen Initiative (INI), a global policy making initiative. He will succeed Mark Sutton of the
UK Centre for Ecology and Hydrology, Edinburgh. Besides, him David Kanter of the New York University
was elected as Vice-Chair. The new chairs will formally take up their roles on January 1, 2019.
Responsibilities of new chair
Their responsibility will be to steer network of six regional centres each under INI Regional Director (East
Asia, South Asia, Africa, Europe, Latin America, and North America). Other INI projects under their purview
will include N-print activity on nitrogen foot-printing and cooperation with Global Carbon Project on
establishment of global nitrous oxide budget. They will also enable INI to strengthen its contribution to global
science-policy processes, including supporting the International Nitrogen Management System (INMS) and
providing regular input to the United Nations Environment Assembly (UNEA).
International Nitrogen Initiative (INI)
INI is international program set up in 2003 under sponsorship of the Scientific Committee on
Problems of Environment (SCOPE) and from International Geosphere-Biosphere Program
(IGBP). Its key aims are to optimize nitrogen‘s beneficial role in sustainable food production
and minimize nitrogen‘s negative effects on human health and environment resulting from
food and energy production. INI is coordinated by Steering Committee, led by chair and six
regional centre directors representing, North America, South Asia, Africa, Europe, Latin
America and East Asia. INI is also currently sustained partner of Future Earth (an
international organisation that works to accelerate transformations to global sustainability
through research and innovation).
SC accepts Centre’s proposal for use of coloured stickers to indicate nature of fuel
Why in news?
Supreme Court has accepted Ministry of Road Transport and Highways (MoRTH) proposal to use hologrambased coloured stickers on vehicles, plying in Delhi-National Capital Region (NCR) to indicate the nature of
the fuel used. The apex court has asked government to implement use of coloured stickers on vehicles plying
in Delhi-NCR by September 30, 2018. It also clarified that this colour-coding will only be applicable in Delhi
and NCR.
Key Facts
With this approval, Delhi will be first city in India to have hologram-based coloured stickers on according to
fuel they run on. This move aims to counter air pollution in national capital. Under this colour scheme
proposed by MoRTH, light-blue colour will be used for vehicles running petrol and CNG-run vehicles while
orange colour sticker will be used for diesel-driven vehicles. These hologram-based stickers will also contain
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registration date of the vehicle. MoRTH is also considering to introduce green number plates for electric and
hybrid vehicles.
Significance
Introduction of coloured stickers will restrict use of more polluting vehicles in congested or polluted zone
temporarily or permanently depending on the pollution level. The colour coding will help authorities identify
and restrict vehicles running on high-polluting fuel from congested or polluted zone temporarily or
permanently depending on the pollution level.
Government bans pet coke import for fuel use
Why in news?
Directorate General of Foreign Trade (DGFT) under Ministry of Commerce and Industry has banned import of
petcoke for use as fuel. But it has allowed its import of only for use as feedstock in some select industries such
as cement, lime kiln, calcium carbide and gasification industries. These industries were earlier affected by
petcoke-related policy flip-flops, which began after Supreme Court judgment (October 2017) banning use its in
and around New Delhi to curb pollution.
Key Facts
India is the world‘s biggest consumer of petcoke. It gets over half its annual petcoke imports of around 27
million tonnes from United States. Local producers include Indian Oil Corp, Reliance Industries and Bharat
Petroleum Corp. It is dark solid carbon material. Cement companies in India account for about three-fourths of
country‘s petcoke use. Usage of pet coke in energy-hungry India recently had come under scrutiny due to
rising pollution levels in major cities.
Petcoke (Petroleum coke)
It is one of the many industrial byproducts produced during oil refining. It is categorized as bottom of the
barrel fuel as it is residual waste material which is obtained after refining coal to extract lighter fuels like
petrol. It is used as a source of energy and carbon for various industrial applications. It is abundantly used in
India in several manufacturing industries such as cement, steel and textile as it is significantly cheaper that
coal, has high calorific value and is easier to transport and store. There are two kinds of pet coke produced viz.
Fuel grade pet coke (80%) and calcined pet coke (20%) during oil refining.
Environment and Health Hazards of Pet Coke
Petcoke is much more potent pollutant than coal and causes greater harm to the environment and health. It
contains whopping 74,000 PPM of sulphur content which is released into atmosphere as emissions which is
much higher than vehicular emissions. It is also source of fine dust, which can get through filtering process of
human airway and lodge in lungs which can cause serious health problems. Apart from sulphur, petcoke also
releases cocktail of other toxic gases after burning such as nitrous oxide, mercury, arsenic, chromium, nickel,
hydrogen chloride and greenhouse gases (GHG) which contribute to global warming.
India’s first biofuel flight to fly from Dehradun to Delhi
Why in news?
India‘s first flight using biofuel will fly from Dehradun (capital of Uttarakhand) to Delhi. The first ever biofuel
test flight was conducted by SpiceJet on its turborporp Q-400 plane. With this India will join elite club of
nations who have operated flight on alternative energy source like biofuel. Developed countries like Canada,
Australia and US have already conducted these test flights. India will be first developing nation to experiment
biofuel test flight. It was propelled by blend of oil from jatropha seeds and aviation turbine fuel. The 43-minute
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flight was operated by SpiceJet‘s Bombardier Q-400 aircraft, with 20 officials and five crew members on
board.
Key Facts
This plane had carried blend of 25% of bio jet fuel (derived from jatropha seeds) and 75% of aviation turbine
fuel (ATF) in one of the two engines of plane, while other carried only ATF. This flight was technological
demonstration that bio jet fuel can be used in flights. International standards permit a blend rate of up to 50%
biofuel with ATF. The blend of bio jet fuel and ATF has potential to reduce fuel costs by 15-20%.
SpiceJet operated first such biofuel flight from Dehradun to Delhi using alternative environment friendly fuel
for 10 minutes over Dehradun. Based on the result of test flight, second flight took off later to Delhi.
The objective this biofuel flight is to make air travel economical and bring some respite to airlines reeling
under high fuel price through use of alternate fuel. Moreover, use of biofuel has the potential to reduce aviation
carbon emissions by up to 80%. According to recent data from International Air Transport Association
(IATA), recent rising aviation fuel costs in India has eroded aviation sector‘s profitability.
Global Scenario
The world‘s first dedicated biofuel flight (by Dreamliner Boeing 787-9) was flown for first time from Los
Angeles (US) to Melbourne (Australia) in January 2018 by Australian carrier Qantas. The fuel for this 15- hour
flight was blended one and was 10% derived from industrial type of mustard seed. In 2011, Alaska Airlines
had operated some flights using biofuel made of 50% used cooking oil. Air carrier KLM also had operated few
biofuel flights between New York and Amsterdam in 2013.
Background
Biofuel is produced from vegetable oils, recycled grease, algae and animal fat. It is cleaner, environmental
friendly fuel that can be used as alternative in place of fossil fuels. To reduce its dependence on fossil fuels and
its imports, India is trying to promote biofuels. Ministry of New and Renewable Energy recently on August 10,
2018 (World Biofuel Day 2018) had released National Policy on Biofuels 2018. Under it, Government plans to
triple ethanol production over the next four years. It also has set target of 20% blending of ethanol in petrol by
2030.
Government inks $250 million loan agreement World Bank for Electricity Distribution Sector
Why in news?
Central Government along with Government of Rajasthan has signed $250 million Development Policy Loan
(DPL) agreement with World Bank for Electricity Distribution Sector Reforms in Rajasthan. The loan will be
provided by World Bank‘s lending arm International Bank for Reconstruction and Development (IBRD). It has
maturity of 21 years and 3-year grace period.
Electricity Distribution Sector Reforms Program
The loan proceeds will support Rajasthan Government in improving performance of its electricity distribution
sector under State‘s 24×7 Power for All program. This loan was second in the series of two operations planned
for comprehensive turnaround of Rajasthan‘s electricity distribution sector. The first loan was closed in March
2017.
Key areas of reforms program
 Strengthen Governance in Distribution Sector in state by establishing Annual Performance MoUs
between DISCOMs and the State Government.
 Put in place Performance Management System.
 Provide incentives to employees for improving performance.
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Financial Restructuring and recovery in Sector by transferring considerable amounts of DISCOMs
debt to State.
 Bring in more discipline in revenue requirements of DISCOMs.
 Take initiatives in reducing the costs of energy procurement.
 Improve operational performance of DISCOMs through initiatives like publishing feeder level energy
audits and increased usage of IT among others.
Significance
This program is aligned to Broader Reform Program developed by Central Government and adopted by
Rajasthan Government to improve performance of DISCOMs in the State. This will contribute to state‘s fiscal
sustainability and achieve objective of 24×7 Power for All initiative, which aspires to provide continuous,
reliable power supply to all households in Rajasthan by 2019. It will also help to deepen Institutional and
Operational Reforms that were launched in late 2015 centered around Central Government‘s Ujwal DISCOM
Assurance Yojna (UDAY), for which Rajasthan had joined in 2016. It also supports Rajasthan State Electricity
Distribution Management Responsibility (RSEDMR) Act, which aims to reform the Governance of DISCOMs
and bring greater public accountability in their functioning. The improved financial health of DISCOMS
through these initiatives will help to free-up state‘s resources for spending on social sectors, allowing for
businesses to grow and jobs to be created.
Government inks $300 million agreement with World Bank to scale-up Energy Efficiency Program
Why in news?
Union Government (Finance Ministry) has inked $220 million Loan Agreement with World Bank to scale up
India‘s Energy Efficiency Program. It also signed $80 million guarantee agreement with World Bank. The loan
will be provided to EESL by World Bank through its lending arm International Bank for Reconstruction and
Development (IBRD). It has maturity of 19 years and 5-year grace period. The $80 million IBRD guarantee
will partially cover re-payment risks to commercial lenders or investors to enable EESL to raise funds for its
program.
Energy Efficiency Program (EEP)
It will be implemented by Energy Efficiency Services Limited (EESL). It will help to scale-up deployment of
energy saving measures in residential and public sectors, strengthen EESL‘s institutional capacity and enhance
its access to commercial financing. Under it, EESL will deploy 219 million LED bulbs and tube lights, 5.8
million ceiling fans, and 7.2 million street lights, which will be supplied by private sector manufacturers and
suppliers.
Key Components of Program
 Create sustainable markets for LED lights and energy efficient ceiling fans.
 Facilitate well-structured and scalable investments in public street lighting.
 Develop sustainable business models for emerging market segments such as super-efficient air
conditioning and agricultural water pumping systems.
 Strengthen institutional capacity of EESL.
 Increase private sector participation in energy efficiency, including through private sector energy
service companies.
Significance
The World Bank investments under this program are expected to avoid lifetime greenhouse gas emissions of
170 million tons of CO2. It will also contribute to avoiding an estimated 10 GW of additional generation
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capacity. This will help to achieve 50% of National Mission for Enhanced Energy Efficiency target of 19.6
GW indicated in India‘s Nationally Determined Contributions (NDCs) under 2015 Paris Agreement (India has
committed to reduce carbon emissions by 33-35% by 2030 under NDC). Thus, help India to move further
towards a more resource-efficient growth path. It will help tackle financing, awareness, technical and capacity
barriers faced by new energy efficiency programs and also support Unnat Jyoti by Affordable LEDs for All
(UJALA) program of Central Government.
Unconventional Hydrocarbons
Why in news?
Recently, Union Cabinet approved the policy to permit exploration and exploitation of unconventional
hydrocarbons such as Shale oil/ gas, Coal Bed Methane (CBM), etc. under the existing Production Sharing
Contracts (PSCs), CBM contract and Nomination fields.
Background
Existing contractual regime of PSCs (pre Hydrocarbon Exploration and Licensing Policy or HELP) did not
allow contractors to explore and exploit CBM or other unconventional Hydrocarbons in already allotted/
licensed/ leased areas while CBM contractors were not allowed to exploit any other hydrocarbon except CBM.
Acreages held at present by various contractors in PSCs (72,027 Sq Km) and CBM blocks (5269 Sq Km) and
National Oil Companies (NOCs) in nomination regime constitute a significant part of India‘s sedimentary
basin. India currently has around 100 – 200 Trillion Cubic Feet (TCF) of shale gas reserves in five sedimentary
basins and there is a strong possibility of shale reserves in basins such as Cambay, Krishna- Godavari (KG),
Cauvery, etc where mature organic rich shale exist. CBM reserves are found in Coal bearing areas in 12 states
including Andhra Pradesh, Chhattisgarh, Gujarat, Jharkhand, Madhya Pradesh, Maharashtra, Assam, Odisha,
Rajasthan, Tamil Nadu, Telangana and West Bengal.
Benefits of the move
It will encourage the existing contractors in the licensed/ leased area to realize the full potential of Contract
Areas and unlock the prospective unconventional hydrocarbons in their existing acreages. New investment in
Exploration and Production (E&P) activities: it will increase the chances of finding and producing new
hydrocarbon which will help to meet energy needs of the economy and hence moving towards energy security
as envisaged in Hydrocarbons Vision 2025 (box). Exploration and exploitation of additional Hydrocarbon
resources will give new impetus to economic activities, additional employment generation and will benefit
various sections of society. It will lead to induction of new, innovative and cutting edge technology and
forging new technological collaborations to exploit unconventional hydrocarbons. There will be a complete
shift from ‗One Hydrocarbon Resource Type‘ to ‗Uniform Licensing Policy‘ which is presently applicable in
Hydrocarbon Exploration and Licensing Policy (HELP) and Discovered Small Field (DSF) Policy.
Other steps taken towards enhancing the production of unconventional hydrocarbons
Oil ministry recently included shale under the definition of petroleum: Earlier, under the Petroleum and
Natural Gas Rules, 1959, Petroleum included naturally occurring hydrocarbons, whether in the form of natural
gas or in a liquid, viscous or solid form, or a mixture of these, but did not include coal, lignite, and helium
occurring in association with petroleum or coal or shale. Hydrocarbon Exploration and Licensing Policy
(HELP) was introduced in 2016 which has the four main facets:
 uniform license for exploration and production of all forms of hydrocarbon,
 an open acreage policy,
 easy to administer revenue sharing model and
 marketing and pricing freedom for the crude oil and natural gas produced.

© Smart Leaders IAS

www.smartleadersias.com

Economy

81

In 2015, the Cabinet had approved the Marginal Field Policy (MFP)/ DSF policy with the objective to bring
marginal fields, that could not be monetized for years due to various reasons such as isolated locations, small
size, prohibitive development costs, technological constraints, unfavourable fiscal regime, to the production at
the earliest so as to augment the domestic production of oil and gas. Open Acreage Licensing Policy (OALP):
Setting up of National Data Repository. OALP enables upstream companies to bid for any oil and gas block
without waiting for the announcement of bidding. Shift towards a gas based economy: The Government wants
to make India a gas-based economy ‗by boosting domestic production and buying cheap LNG‘. India has set a
target to raise the share of gas in its primary energy mix to 15% by 2022. GoI has adopted a systematic
approach to focus on all aspects of the gas sector:
 Development of gas sources either through domestic gas exploration & production (E&P) activities or
through building up facilities to import natural gas in the form of LNG
 Development of adequate gas pipeline infrastructure including nationwide gas grid and Secondary
distribution network
 Development of gas consuming markets including fertilizer, power, transport and industries, etc.
District Mineral Foundation (DMF)
Why in News?
Recently, Centre for Science and Environment (CSE) released the District Mineral Foundation (DMF) Status
Report, 2018, which highlighted several shortcomings in the implementation of DMF scheme.
Background
DMF was instituted in March 2015 through an amendment under the Mines and Minerals (Development and
Regulation) Act, 1957. Section 9(B)(1), of the MMDR (Amendment) Act,2015 provides for setting up of DMF
as a non-profit Trust in every mining district and stipulates miners to pay a part of their royalty for the well
being of mining affected people so that they too can benefit from natural resources in their areas.
Significance behind establishing DMF
Aimed to address the ironic inequality of India‘s mining affected districts where the richest lands are inhabited
by some of the poorest and most deprived persons and to ensure socio- economic and environmental justice for
them by maximizing the welfare and benefit of the mining-affected people and areas in a targeted manner.
Recognizes the right of the people to benefit from natural resources: It is a people-centric vision of natural
resource governance where their right to benefit has been put at the forefront.
Has defined objectives, specific beneficiaries and geographies (directly and indirectly mining-affected areas)
and certain ‗high priority‘ issues to focus on for intervention: The high priority issues, towards which at least
60 per cent of the DMF budget should be used, include drinking water supply, sanitation, healthcare,
education, welfare of women and children, welfare of aged and disabled, skill development, environment
preservation, and pollution control measures. Some states have also specified other sectors such as agriculture,
affordable housing. DMF‘s objective and functioning is guided by three fundamental laws of the land: these
include the Constitutional provisions as related to the Fifth and Sixth Schedulesfor governing tribal areas, the
Panchayats (Extension to Scheduled Areas) Act (PESA), 1996, and the Scheduled Tribes and Other Traditional
Forest Dwellers (Recognition of Forest Rights) Act, 2006 (the FRA).
Issues with the DMF operation
No DMF trust has identified its beneficiaries: The beneficiaries of the mining affected areas have not been
identified by any of the trusts. Excessive control by State Governments: There was too much state government
intervention in deciding DMF fund utilization even though DMF rules and Central Government‘s flagship
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scheme- Pradhan Mantri Khanij Kshetra Kalyan Yojana (PMKKKY) categorically emphasize the role of Gram
Sabha.
 Telangana in June 2018 even amended its DMF rules to withdraw participation of Gram Sabha from
the DMF body.
 The Chhattisgarh DMF Rules has created a ―Settlor‖ - the Secretary of Mines - who has over-riding
powers to include or scrap any project.
 In seven out of twelve states reviewed under the study, DMF body was dominated by Government
officials and political executives- MLAs, MPs or in some cases elected Panchayat members. However,
there was no representation of mining affected people.
Misplaced allocations of DMF resources: This results in by-passing key issue areas of the affected districts
such as healthcare or nutrition.
 For instance, in Odisha‘s Sundergarh district where under five mortality rates in rural areas are very
high and nearly 50% children below five have stunted growth, only Rs. 3 Crore is provided for Child
development out of district‘s Rs. 745 Crore sanctions.
 Similarly, spending is diverted to various construction activities in Urban areas such as 46% of total
DMF sanctions in Chhattisgarh‘s Korba district is used for works in urban areas which include
education hub, roads, urban sanitation works, multilevel parking lots, bus stops etc.
 In Odisha‘s Jharsuguda, 96% of health sector sanctions are being spent to construct a medical college
in Keonjhar town.
Lack of planning and ad-hoc investments are one of the biggest drawbacks in most districts, resulting in many
cases districts leaving out people and areas worst hit by mining from DMF fund allocation, for instance, in
Jharkhand‘s Dhanbad district‘s Jharia coal mine region, which is one of the worst affected areas in the district,
no fund is allocated at all from DMF sanctions.
Absence of proper administrative setup: except for a handful of three out of 50 districts studied, no DMF has
setup an office for planning and coordination, engaging concerned officials and experts. DMFs are operating in
an ad hoc manner with intermittent meetings of DMF bodies where decisions on sanctions are being made.
Some districts (as in Odisha and Jharkhand) have engaged private consultants to oversee DMF
implementation.
Indifferent attitude of the state governments:Governments in 11 states have issued notifications establishing
DMF as a Trust, but the notifications do not essentially elaborate on the composition and functions of the Trust
or the rights of the beneficiaries. Gujarat is an exception in every aspect as it does not recognize DMF as a
Trust and establishes it as a ‗society‘.
Lack of transparency and accountability: Public disclosure of information is the key to ensure accountability,
however, except for Odisha and Chhattisgarh, no state has a proper DMF website. Also no audits have
happened for most DMFs. Even for the few districts where it has happened, such as in Chhattisgarh and
Odisha, so far financial audits have only happened once and no performance evaluation or social audit
essential for public schemes has ever been undertaken.
Conclusion
If developed and implemented well, DMFs not only have a huge potential for improving the lives and
livelihoods of some of the poorest communities but they could also be a model for inclusive governance. State
governments must provide districts the flexibility to plan and invest on the needs of the local communities. The
intended autonomy of DMF Trusts should be maintained. A systematic and bottom-up planning approach must
be followed to make investments effective. The potential can also be improved by considering convergence
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with other programmes of the Central and state governments once priority issues are determined. Districts
must identify DMF beneficiaries; there cannot be a Trust without beneficiaries. This will also help in targeted
investments such as for addressing women and child development issues.
Gram Sabhas (and ward members where applicable) should have a representation in the DMF body. Not
following this is in contravention to the spirit of the DMF law as well as the state DMF Rules. For efficiency
of operations, all DMFs must have an office comprising of officials and experts. Independent
organizations/planning experts can be roped in from time to time for effective planning. Public disclosure of
information is key to DMFs‘ transparency of operation. District-specific DMF-related information must be
made available through a website. To ensure access, information should be shared by using panchayat-level
platforms.
BARC recommissions upgraded version of India’s oldest research reactor
Why in news?
Bhabha Atomic Research Centre (BARC), Trombay has recommissioned India‘s oldest nuclear research
reactor named ‗Apsara‘, which was shut down permanently in 2009 for repair. The refurbished version of this
reactor has been named as ‗Apsara-upgraded‘ (Apsara-U) and also has double capacity compared to its earlier
version. It is located within India‘s nuclear weapons facility at BARC‘s Trombay campus (Maharashtra).
Apsara
Apsara was the first nuclear research reactor in Asia. It had become operational in BARC‘s Trombay campus
in August 1956. It was first nuclear research reactor indigenously developed in India. The design was
conceptualised in 1955 by Dr Homi Bhabha, the father of Indian Nuclear programme. Its name Apsara was
coined by then Prime Minister Jawaharlal Nehru. Apsara was a light water moderated (swimming pool-type)
reactor with maximum power output of 1megawatt thermal (MWt). It burned enriched uranium in form of
aluminum alloyed curved plates. It was utilised for various experiments including neutron activation analysis,
radiation damage studies, forensic research, neutron radiography, and shielding experiments. It was shut down
in 2009, after more than five decades of service.
Apsara-upgraded
The upgraded version, like its ancestor, is indigenously made. It uses plate type dispersion fuel elements made
of Low Enriched Uranium (LEU). It will help to increase indigenous production of radio-isotopes for medical
application by about 50% mainly due to higher neutron flux. It will also be extensively used for research in
nuclear physics, material science and radiation shielding. The radioisotopes produced by it will be also used in
the field food preservation, agriculture, and other industries apart from medicine for diagnosis and therapy.
Bhabha Atomic Research Centre (BARC)
BARC is India‘s premier nuclear research facility based in Mumbai, Maharashtra. It is multidisciplinary research center with extensive infrastructure for advanced research and
development. Its R&D covers entire spectrum of nuclear science, engineering and related
areas. BARC‘s core mandate is to sustain peaceful applications of nuclear energy, primarily
for power generation.
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Power Ministry launches Chiller Star Labelling Program
Why in news?
Union Ministry of Power has launched Chiller Star Labelling Program to encourage deployment of energy
efficient chiller systems in the country. It was launched as part of occasion of 24th World Ozone Day and 31st
Anniversary of Montreal Protocol, which will be observed on 16th September 2018.
Chiller Star Labelling Program
The program was formulated by Bureau of Energy Efficiency (BEE). It envisages providing star rating in
terms of its energy performance. Initially, the program has been launched on voluntary basis and will be valid
upto 31st December 2020. BEE has developed online registration platform for easy and expeditious approval
under this program. It will allow manufacturers to register online for availing appropriate star rating of chiller
equipment. Based on test certificate from designated agencies and after due verification from BEE, star label
on the scale of 1 (less efficient) to 5 (most efficient).
Significance of star labelling of chillers
It will help promote advancement technology for central HVAC (Heating, ventilation, and air conditioning)
systems and will also facilitate energy efficient solutions for large commercial and industrial applications. It
will also help to save more than 500 million units of electricity in 2019 along with Green House Gases
reduction of 0.5 million-ton equivalent of CO2. It will also save more than 4 billion units of electricity by2030
with CO2 emission reduction of 3.5 million ton
Background
Chillers are used extensively for space conditioning of buildings and for industrial process cooling
applications. The size of Indian chiller market which stood at 1 Million Tonne per year at 2017 and is
projected to grow at CAGR of 3.6% fuelled by growth in the retail, hospitality and infrastructure projects.
Chillers, being energy intensive system, contribute more than 40% of total energy consumption in commercial
buildings. Therefore, it is important to optimize energy performance of chillers and create awareness amongst
the end users to adopt transition towards energy efficient chillers.
Germany rolls out world’s first hydrogen-powered train
Why in news?
Germany has rolled out world‘s first hydrogen-powered passenger train. These locomotives named iLint trains
emit zero emissions, making them eco-friendly. This train technology offers greener and quieter alternative to
diesel on non-electrified railway lines. These hydrogen trains are manufactured by French TGV-maker Alstom
and are commercially running on 100km route between towns and cities of Cuxhaven, Bremerhaven,
Bremervoerde and Buxtehude in northern Germany.
Hydrogen trains
Hydrogen trains are equipped with fuel cells that produce electricity by combining hydrogen with oxygen. This
conversion process only emits steam and water, thus producing zero emissions. Excess energy produced is
stored in ion-lithium batteries on board train.
These trains also make very little noise. Moreover, hydrogen fuel cells have advantages over batteries. Instead
of recharging, they can easily be refueled like gas or diesel engine. It is also easier to build refueling
infrastructure for these trains at railway stations. These trains can run for around 1,000 km on a single tank of
hydrogen, similar to the range of diesel trains. These trains offer attractive prospect to many cities scrambling
to combat air pollution. The only disadvantage these hydrogen trains is that they are more expensive than fossil
fuel-based trains.
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India first country in world to develop document on cooling action plan
Why in news?
Union Ministry of Environment, Forests and Climate Change (MoEFCC) on eve of World Ozone Day (16 th
September) released draft India Cooling Action Plan (ICAP). It makes India first country in world to develop
such document. The draft was prepared by Ozone Cell of MoEFC. It aims to provide sustainable cooling while
keeping in mind, at the same time, the need to protect the ozone layer from substances that can deplete it. It
provides a 20-year perspective, with projections for cooling needs in 2037-38.
India Cooling Action Plan (ICAP)
ICAP addresses cooling requirement across sectors and lists out actions which can help reduce cooling
demand. Its thrust is to look for synergies in actions for securing both environmental and socio-economic
benefits. ICAP‘s overarching goal is to provide sustainable cooling and thermal comfort for all while securing
environmental and socio-economic benefits for the society.
Goals suggested in ICAP are
 Reduce refrigerant demand by 25% to 30% by year 2037-38.
 Reduce cooling demand across sectors by 20% to 25 % by year 2037-38.
 Reduce cooling energy requirements by 25% to 40% by year 2037-38.
 Train and certify 100,000 servicing sector technicians by 2022-23, in synergy with Skill India Mission.
 Recognize cooling and related areas as thrust area of research under national science and technology
programme to support development of technological solutions and encourage innovation challenges.
Broad objectives of ICAO include
 Assessment of cooling requirements across sectors in next 20 years and the associated refrigerant
demand and energy use.
 Map the technologies available to cater the cooling requirement including passive interventions,
refrigerant-based technologies and alternative technologies such as not-in-kind technologies.
 Suggest interventions in each sector to provide for sustainable cooling and thermal comfort for all.
 Focus on skilling of refrigeration and air-conditioning (RAC) service technicians.
 Develop R&D innovation ecosystem for indigenous development of alternative technologies.
India-Bangladesh Friendship Pipeline Project construction launched
Why in news?
Prime Minister Narendra Modi and his Bangladeshi counterpart Sheikh Hasina jointly launched the
construction of India-Bangladesh Friendship Product Pipeline Project through video conferencing. It is first
such pipeline through which refined diesel will be supplied to Bangladesh from India.
India-Bangladesh Friendship Product Pipeline Project
The project involves construction of 130-kilometre long pipeline that will connect Siliguri in West Bengal and
Parbatipur in Dinajpur district of Bangladesh. Of the total stretch, six-kilometre will be in Indian side and
remaining 124 kilometres will in Bangladesh. Indian leg of the pipeline project will be implemented by
Assam-based Numaligarh Refinery Limited and Bangladeshi leg will be implemented by Bangladesh
Petroleum Corporation.
The pipeline has capacity of 1 million metric tons per annum. It will supply refined diesel will be supplied to
Parbatipur depot from Numaligarh of Assam in India. Initially, it will supply Bangladesh 2.5 lakh tonnes of
diesel every year and gradually it will be increased to 4 lakh tonnes. The project will replace existing practice
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of sending diesel by rail covering distance of 510 kilometers. The estimated this pipeline project is Rs. 346
crore and it will be completed in 30 months‘ timeframe.
India’s first indigenously developed Prototype Fast Breeder Reactor to achieve criticality in 2019
Why in news?
India‘s first indigenously developed 500-megawatt (mw) Prototype Fast Breeder Reactor (PFBR) at
Kalpakkam in Tamil Nadu is expected to achieve criticality in 2019. It was stated by Sekhar Basu, Chairman,
Atomic Energy Commission (AEC) and Secretary, Department of Atomic Energy at 62th General Conference
of International Atomic Energy Agency (IAEA) in Vienna, Austria. The indigenously developed PFBR is now
undergoing sodium commissioning.
Criticality of Nuclear Reactor
It is event of nuclear reactor reaching self-sustained chain reaction. This means that no external source of
neutrons is required to sustain fission in reactor core. It is precondition of producing useful amounts of energy
from the reactor.
Prototype Fast Breeder Reactor (PFBR)
PFBR has been designed indigenously by Indira Gandhi Centre for Atomic Research
(IGCAR). It is pooltype reactor with 1,750 tonnes of sodium as coolant. It is designed to
generate 500 MWe of electrical power, with operational life of 40 years. It generates power
by burning mixed uranium-plutonium MOX fuel, a mixture of PuO2 and UO2. PFBR at
Kalpakkam was earlier expected to be commissioned in 2012, but has missed several
deadlines. PFBR design is build on decades of experience gained from operating lower power
Fast Breeder Test Reactor (FBTR). It comes under second stage of India‘s three-stage nuclear
power programme. Bharatiya Nabhikiya Vidyut Nigam (Bhavini), a public sector company
under DAE, has been given the responsibility to build these reactors. India is planning to
build 21 such reactors by 2030.
India’s first Coal-gasification fertilizer plant to come up in Talcher
Why in news?
Prime Minister Narendra Modi launched commencement of work for India‘s first Coal-gasification based
fertilizer plant with pet coke blending will come up in Talcher, Odisha. The coal gasification based fertilizer
plant is being developed by Talcher Fertilizers Limited (TFL). TFL is joint venture company of GAIL (India)
Limited (GAIL-29.67% stake), Coal India Limited (CIL-29.67% stake), Rashtriya Chemicals & Fertilizers
Limited (RCFL-29.67% stake) and Fertilizer Corporation of India Limited (FCIL-10.99% stake).
Key Facts
The plant will be built at an estimated investment of Rs. 13,000 crore and is targeted to be commissioned by
2022. On completion, this plant will have capacity of producing 1.27 Million Metric Tonnes Per Annum
(MMTPA) of Neem coated prilled urea using coal and petcoke as feedstock. Neem coated urea reduces
leaching of nitrogen into soil and checks diversion of urea from agriculture uses. For this plant, TFL has been
allotted captive coal mine in Talcher region to ensure steady supply of the feedstock for maintaining
continuous operations of the plant. It will produce 2.38 million metric standard cubic meter per day
(MMSCMD) natural gas equivalent syngas from coal, leading to reduction in import bill of liquefied natural
gas (LNG) by more than Rs 1,620 crore per annum.
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Significance of Coal-gasification based fertilizer plant
It will use gas produced from coal, thus reducing dependence on urea and gas imports. It will promote
alternative use of domestic coal in environment friendly manner, thereby supporting India‘s commitments
under CoP 21 Paris Agreement 2016. Pollutants like Carbon Dioxide (CO2) produced by this plant will be
recycled for production of Urea and other by – products. Further, ash produced by it will be converted to inert
slag which is non–hazardous.
Government launches SATAT initiative to promote Compressed Bio-Gas production
Why in news?
Ministry of Petroleum & Natural Gas has launched Sustainable Alternative Towards Affordable Transportation
(SATAT) aimed at providing sustainable alternative towards affordable transportation. The initiative was
launched with PSU Oil Marketing Companies (OMCs i.e. IOC, BPCL and HPCL).
SATAT Initiative
The SATAT initiative has potential to boost availability of more affordable transport fuels, better use of
agricultural residue, cattle dung and municipal solid waste, as well as provide additional revenue source to
farmers. It will also benefit vehicle-users as well as farmers and entrepreneurs. Under it, Expression of Interest
(EoI) have been invited from potential entrepreneurs to set up Compressed Bio-Gas (CBG) production plants
and make available biogas in market for use in automotive fuels.
Benefits
It will boost availability of more affordable transport fuels and enable better use of agricultural residue, cattle
dung and municipal solid waste. It will pave way for efficient municipal solid waste management and help in
tackling problem of polluted urban air due to farm stubble-burning and carbon emissions. It will boost
entrepreneurship, rural economy and employment and provide additional source of revenue to farmers. It will
also help achieve nation‘s climate change goals and bring down dependency on natural gas and crude oil
imports and act as a buffer against crude oil and gas price fluctuations. It will also help to integrated CBS
networks with city gas distribution (CGD) networks to boost supplies to domestic and retail users in existing
and upcoming markets. Besides retailing from OMC fuel stations, CBS can at later date be injected into CGD
pipelines too for efficient distribution and optimised access of cleaner and more affordable fuel.
Background
Bio-gas is produced naturally through process of anaerobic decomposition from waste and bio-mass sources
like agriculture residue, cattle dung, municipal solid waste, sugarcane press mud, sewage treatment plant (STP)
waste, etc. It is called CBG after biogas is purified and compressed, which has pure methane content of over
95%. CBG is exactly similar to commercially available natural gas in its composition and energy potential. It
has calorific value (~52,000 KJ/kg) and other properties are similar to CNG. CBG can be used as alternative,
renewable automotive fuel. It has potential to replace CNG in automotive, industrial and commercial uses in
the coming years, given the abundance of biomass in the country. Advantages of converting agricultural
residue, cattle dung and municipal solid waste into CBG on commercial scale are
 It results in responsible waste management, reduction in carbon emissions and pollution.
 It generates additional revenue source for farmers.
 It boosts entrepreneurship, rural economy and employment.
 It supports national commitments in achieving climate change goals
 It also helps in reduction in import of natural gas and crude oil.
 It also serves as buffer against crude oil and gas price fluctuations.
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PM inaugurates first Assembly of International Solar Alliance in New Delhi
Why in news?
Prime Minister Narendra Modi inaugurated first Assembly of International Solar Alliance (ISA) in New Delhi.
The same event also marked inauguration of second Indian Ocean Rim Association (IORA) Renewable Energy
Ministerial Meeting and second Global RE-Invest (Renewable Energy Investors‘ Meet and Expo). United
Nations Secretary General Antonio Guterres was present on the occasion.
International Solar Alliance (ISA)
ISA is an alliance dedicated to the promotion of solar energy among its member countries.
The ISA Framework Agreement had entered into force in December 2017 and formally
became de-jure treaty based International Intergovernmental Organization. It is headquartered
at Gurugram, India. The main objective of ISA is to include global deployment of over
1,000GW of solar generation capacity and mobilisation of investment of over US$ 1000
billion into solar energy by 2030. ISA also aims to serve as an action-oriented organization
by bringing together countries with rich solar potential to aggregate global demand, thereby
reducing prices through bulk purchase. It also seeks to facilitate deployment of existing solar
technologies at scale, and promoting collaborative solar R&D and capacity building.
Indian Ocean Rim Association (IORA)
IORA was set up with objective of strengthening regional cooperation and sustainable
development within Indian Ocean Region with 21 member states and 7 Dialogue Partners. In,
2nd IORA Renewable Energy Ministerial meet, ministers from 9 member countries and
delegates from all 21 member countries participated. IORA is international organisation
consisting of coastal states bordering Indian Ocean. It serves as a regional forum, tripartite in
nature, bringing together representatives of Government, Business and Academia, for
promoting co-operation and closer interaction among them.
21 IORA Countries adopt Delhi Declaration on Renewable Energy
21 countries in Indian Ocean Rim Association (IORA) adopted Delhi Declaration on
Renewable Energy in Indian Ocean Region. It was adopted at 2nd IORA Renewable Energy
Ministerial Meeting held at 2nd Global Re-Invest India-ISA Partnership Renewable Energy
Investor‘s Meet & Expo in Greater Noida.

Delhi Declaration on Renewable Energy
It calls for collaboration among IORA member states in meeting growing demand for renewable energy in
Indian Ocean littorals, development of common renewable energy agenda for Indian Ocean region (IOR) and
promote regional capacity building. It also calls for promotion of technology development and transfer,
strengthening of public private partnerships (PPP) in renewable energy and collaboration among IORA
member states and member nations of International Solar Alliance (ISA). IORA member countries also
resolved to collaborate with International Renewable Energy Agency (IRENA). They will also collaborate
with ISA member nations to exchange knowledge and share views and potential interests in renewable energy
sector paved by MoU signed between IORA and ISA with focus on joint capacity-building programs, R&D
activities in solar energy and exchange of best practices.
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IORA member nations and IRENA also agreed to undertake expansion of Global Renewable Energy Atlas,
world‘s largest-ever joint renewable resource data project, coordinated by IRENA. This will help in creating
Indian Ocean region‘s first and most comprehensive map and database which can be used to tap sizable
renewable energy potential of region and collaborate on opportunities available under International Renewable
Energy Learning Platform (IRELP).
2nd Global Renewable Energy Investment Meeting and Expo held in Noida
Why in news?
The second Global Renewable Energy Investment Meeting and Expo (REINVEST- 2018) was organised by
Ministry of New and Renewable Energy in Noida from October 3 to 5, 2018. It was inaugurated by Prime
Minister Narendra Modi in the presence of Secretary General of United Nations Antonio Guterres. 2nd Global
RE-INVEST also hosted First Assembly of International Solar Alliance (ISA) and Meeting of the Energy
Ministers of Indian Ocean Rim Association (IORA) countries.
2nd RE-INVEST
The 2nd RE-INVEST was aimed at accelerating worldwide effort to scale up renewable energy and connect
global investment community with Indian energy stakeholders. It included three-day Conference on
renewables, cleantech and future energy choices and expo of renewables-related manufacturers, developers,
investors and innovators. The 2nd RE-INVEST provided great opportunity to various organisations to
showcase their business strategies, achievements and expectations. It also facilitated collaboration and
cooperation with key stakeholders in India, which have emerged as one of the world‘s largest renewable
energy markets. It was attended by Ministerial Delegations from across the world, including ISA and IORA
Member Countries, over 600 global industry leaders, and 10,000 delegates.
RE-Invest
It is global platform to explore strategies for development and deployment of renewables. It was built upon
success of RE-Invest 2015 and was organized by Ministry of New and Renewable Energy (MNRE). It
provides international forum to established players as well as new segments of investors and entrepreneurs to
engage, ideate and innovate.
Advanced Motor Fuels Technology Collaboration Programme (AMF-TCP)
Why in news?
Recently, Cabinet was apprised that India is joining Advanced Motor Fuels Technology Collaboration
Programme as a member.
About AMF TCP
It is one of the International Energy Agency‘s (IEA) transportation related Technology Collaboration
Programme. Its vision is to establish a sustainable transportation system that uses advanced, alternative, and
renewable fuels, has reduced emissions and meets needs for personal and goods mobility on a local and global
scale. It will help Ministry of Petroleum & Natural Gas to get sound scientific information and technology
assessments to make informed decision making about using advanced fuels. Under this, the R&D work is
carried out within individual projects called "Annex" which enable members to cooperate in groups that share
common interests. Other member countries of AMF TCP are USA, China, Japan, Canada, Chile, Israel,
Thailand, Republic of Korea etc.
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About IEA
It is an autonomous body within the Organization for Economic Co-operation and Development (OECD)
framework established in the wake of 1973 oil crisis. It works to ensure reliable, affordable & clean energy for
its member countries and beyond. Its four main areas of focus are energy security, economic development,
environmental awareness, and engagement worldwide. An IEA Member country must be a member country of
the OECD, but not all OECD members are members of the IEA. Apart from 30 members, it has 8 association
members including India.
Requirement for membership:
 Crude oil reserves equivalent to 90 days of the previous year‘s net imports.
 A demand restraint program to reduce national oil consumption by up to 10%.
 A national plan for Coordinated Emergency Response Measures.
 Ensure all oil companies under its jurisdiction report information upon request.
 Capability of contributing its share of an IEA collective action.
Coal Swapping Scheme Extended
Why in news?
Government has decided to extend the Coal Swapping Scheme to private power producers and non-regulated
cement and steel sectors.
What is Coal Swapping Scheme?
It‘s a coal supply rationalization scheme to private power producers and non-regulated cement and steel sectors
that are importing coal or have domestic supply linkages. Now bilateral arrangements can be signed between
two consumers for swapping full or part of their entitled quantity of coal allocation for at least six months. This
will be facilitated via an electronic platform where participants can register, and on a pre-decided time
applicants can swap coal supplies with the registered participants. Coal India would be the nodal agency for
the swapping arrangement.
Requirement of Coal Swapping Scheme
Inadequate quantity of domestic coal, rising imports and high price for imported coal necessitates government
intervention while allocating the available coal among power producing firms. Even after implementing
SHAKTI, the desired coal supplies were still not being fulfilled. SHAKTI has been facing other logistical
issues like the Coal India approach of taking advance payment without committing to any assured supply
creating cash flow problems for already stressed power generators.
Supply Costs
 In the current scenario, coal supplies are based on allocations made over the years to power plants and
the coal blocks are not necessarily the nearest to the generation units.
 Many times distance between coal mine and power plant is more than 1000 km. This creates erratic
availability and high transportation costs to be added to the cost of coal. Coal Swapping will reduce
the supply cost of coal enabling production of cheaper power.
Coal Swapping will now allow state run coal producers to divert more coal to efficient power plants,
benefitting both coal producer and easier availability of coal to power plants.
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TRADE
Impact of Chinese Goods on Indian Industry
Why in news?
The Parliamentary Standing Committee on Commerce tabled a report titled ―Impact of Chinese goods on
Indian industry‖ in Rajya Sabha.
Highlights of the Report
Numerous anti-dumping investigations have been initiated against China; also majority (i.e. 102/144) of the
enforced anti-dumping duties are against Chinese products. All the industries affected by the dumping are not
able to reach Directorate General of Anti-Dumping and Allied Duties (DGAD) on account of high cost
involved in moving the applications. Delayed action in the part of DGAD causes permanent damage to the
industry in question, leaving little or no scope for remedial measures. No impact assessment of antidumping/counter-veiling duties by the government leading to non-review of such duties, renders the antimalpractices framework ineffective. One estimate suggests that due to the dumping of Chinese solar panels,
nearly two lakh jobs are lost as nearly half of our domestic industry capacity remains idle. Chinese products
are certified/ registered quite easily and faster by India's Bureau of Indian Standards. To the contrary, Indian
products suffer delays and high fee for getting certified/ registered with Chinese authorities before exporting
into China.
Reasons for deluge of Chinese imports to India
Chinese imports flood the Indian markets due to high demand owing to large size of the Indian market and also
competitive prices of these products. Elaborative reasons behind this phenomenon include:
 Industry-friendly lending rates, lower logistics and energy costs as compared to India: On account of
costlier energy, finance and logistics, Indian goods are costlier by about 9% in the global market.
Chinese industry gets loans at 6%, compared to 11-14% in India. Logistics costs are 1% of the
business in China, compared to 3% in India.
 Chinese exports largely constitute manufactured products related to expanding sectors such as telecom
and power (while Indian exports to China are primary products largely).
 Support by the Chinese government e.g. export rebate, state-owned enterprises, tax discounts within
the provinces.
 Currency manipulation for export competitiveness.
 Non-transparent trade policy, unfair trade practices such as exports subsidies that are against the WTO
regulations.
 Robust and integrated global value chain along with leveraging of economies of scale.
 Infrastructure required to address the demands of quality checks is inadequate.
 Delays in firming up the Quality Control Orders (QCOs) helps the Chinese industry monopolise its
low quality goods in the market e.g. toys, low-quality LEDs etc.
Implications for the Indian Economy
 Labour-intensive industries such as textiles, solar, firecrackers etc., in India are worse affected by
Chinese imports.
 Many MSMEs in the stainless steel industry have shut down.
 Direct and indirect tax collections take a hit due to smuggling, under-invoicing etc. This will fall
further as domestic manufacturers shrink or dissolve in future.
 Aims and targets of the Make In India programme are undermined.
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Banking sector, already reeling under the NPAs, faces further stress.
Low-quality products from China adversely impact the environment.
Manufacturers are turning into traders, having negative impact on the employment.
Overt dependence on imports of key products such as the bulk drugs can have cascading effects on
supply of many products, employment etc., in addition to self-reliance, national interests and security
in critical situation
Recommendations of the Report
 Governmental should provide financial assistance to recognized industry forums to improve the access
of MSMEs/SSIs to trade remedial measures.
 Creation of a DGAD platform for continuous dialogue with the Indian industry on WTO noncompliant subsidies.
 Shortening of time period for investigations and notifications.
 Stringent implementation of anti-dumping framework, to check smuggling, misclassification and other
trade malpractices.
 Augmentation and strengthening of the Directorate of Revenue Intelligence (DRI) workforce.
 Working out a formal arrangement with China, to avail price and other relevant information on
imports suspected of under invoicing – for Indian Customs administration.
 Better enforcement of FTAs and Rules of Origin norms by a joint verification/ certification mechanism
with the partner countries.
 Study of the likely impact of the tariff concessions under ongoing RCEP negotiations on our domestic
industry, to ensure zero cost to Indian industrial health.
 Easing of the restrictive and discriminatory clauses being faced by the Indian Industry in public
tenders and implementation of Public Procurement (Preference to Make in India), Order 2017 in spirit.
State governments should also be sensitized in this regard.
 Steeping up the surveillance of Land Ports especially in the Indo-Nepal Border and North East border.
 Support to the Bureau of Indian Standards (BIS) in terms of availability of technical manpower and
infrastructure Identification and inclusion of more products under technical regulations specifying
compliance.
 Representation of BIS on SWIFT to further add to the effectiveness of the latter.
 Sensitization of enforcement agencies like Customs authorities, State Governments etc. to work in coordination with the Regulators.
 Necessary and immediate review of the existing inverted duty structure.
 Production subsidy or incentives should entail government tariff protection, to match the Chinese
assistance so that our domestic production gets a real boost.
 Constitution of steering committee to oversee the revival of the API industry, including reviving PSUs
like IDPL and Hindustan Antibiotics, especially at the time when many APIs units in China are closing
due to strict environment norms there.
 To protect the solar industry, ADD may be levied in a differential manner to facilitate level pegging
for domestic industry.
 Solar power industry must explore the avenues of protection under CVD since Chinese solar industry
enjoys WTO non-complaint subsidies of the Chinese Government.
 Import of finished toy products from China must be banned as it has affected 50% of the domestic toy
industry and traditional skills are getting lost with artisans migrating to other vocations.
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Stringent penal actions to create effective deterrence against unscrupulous elements.
Creation of public opinion in the country to discourage buying of sub-standard imported product, with
engagement of the industry, thus popularising ‗Swadeshi apnao‘ (buy made-in-India products).
Steps being taken
 Since India and China are the members of the WTO, no restrictions can be imposed on the WTOcompliant trade. While the action to be taken on the basis of the Report is yet to be determined, certain
measures have already been taken to protect the domestic industry and to curb the flood of Chinese
imports that include:
 Safeguard duty has been imposed on the solar cell imports from China and Malaysia for two years, till
July 2020.
 DGAD has recently opened an assistance counter for the help of the MSME Sector.
 Recent creation of an integrated single umbrella National Authority, namely, Directorate General of
Trade Remedies (DGTR) will be effective in providing comprehensive and swift trade defence
mechanism in India.
 Measures have been taken to increase the efficacy of Risk Management System (RMS) – to tighten the
inspection infrastructure at the entry points.
 Introduction of the GST will help in business efficiency, better record-keeping infrastructure, easier
audits and controls and creation of uniform market across the country.
 India needs to stay firm on its non-MES status stand to China at the WTO to ensure protection to its
domestic industry.
India-China Trade Quantum
China is India‘s largest goods trading partner and the bilateral trade reached $89.6bn in 2017-18, from $38bn
in 2007-08. China‘s share in India‘s imports stands at 16.6% in FY1718. Trade deficit with China at $63bn
constitutes more than 40% of India's total trade deficit. Between FY0708 and FY1718, Indian exports to China
increased by $2.5bn but the imports, however, increased by $50bn. China has increased prices of bulk pharma
drugs by 1200% over the last two years, impacting prices of finished products by Indian pharma industry. No
bilateral trade agreement between the two, to accord preferential treatment to the Chinese products.
How Chinese goods find their way to Indian markets?
 Dumping of cheap Chinese products.
 Under-invoicing of Chinese goods: causes revenue loss to the Government as well as puts the domestic
manufacturers at a disadvantage in terms of price of like items.
 Re-routing of products via countries that have FTAs with India.
 Flouting of Rules of Origin norms e.g. setting shops in Least Developed Countries(LDC) arrangements
under Duty Free Tariff Preference (DFTP) scheme.
 Mis-declaration and mis-classification of prohibited goods.
 Smuggling of proscribed items: In April to December 2017-18, as many as 1,127 cases of smuggling
have been registered by India, recovering more than Rs 5.4 billion worth of Chinese goods.
 Circumvention of duties due to lax implementation of Indian regulations.
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Countervailing duty (CVD)
Additional import duty that is imposed to neutralize the negative effects of subsidies
Safeguard duty
Tariff imposed to restrict imports of a product temporarily (take ―safeguard‖ actions) if its
domestic industry is injured or threatened with injury caused by a surge in imports
Anti-dumping duty (ADD)
Protectionist tariff that a domestic government imposes on foreign imports that are priced
lower than their value in their home market
Inverted Duty Structure
 It implies a situation where import duty on finished goods is low compared to the import
duty on raw materials that are used in the production of such finished goods.
 This makes domestically produced goods more expensive that their imports from other
countries.
SWIFT – Single Window Interface for Facilitating Trade
 Single Window provides a single platform for relevant agencies like Wildlife, Drug
Control, Animal Quarantine, Plant Quarantine, FSSAI and Textile Committee for
necessary clearance or certification before the goods are released inland from the ports
 Optimal use of SWIFT can ensure effective quality control of all the imports of products
under QCO/technical regulations.
API – Active Pharmaceutical Ingredients
These are those constituents of drugs that are responsible for effects produced by these drugs.
The other constituents of the drugs called excipients are chemically inactive substances,
which help carry APIs to the body system or target organ etc.

Market Economy Status of the WTO
 MES is accorded by the WTO to the countries where economic decisions and the pricing of goods and
services are guided solely by open competition, with little or no government intervention or central
planning
 China‘s bid for this status is opposed by the US, the EU, India and other parties
 If granted this status, imposition of anti-dumping duties and other trade defences gets difficult to
impose against such a nation.
Draft E-Commerce Policy
Why in news?
Recently, the government has released the draft e-commerce policy prepared by Task force headed by
commerce secretary.
Need of e-commerce policy
Following factors necessitates better and clear policy response and coordination among various wings of the
government:
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Rapid growth in e-commerce
India‘s e-commerce sector, currently estimated to be worth around $25 billion, is expected to grow to $200
billion by 2020. According to an estimate by the finance ministry, the size of the digital economy in India will
be $1 trillion by 2022 and it will account for close to 50% of the entire economy by 2030.
Increasing investment
The potential of the market has drawn in giants such as Amazon, Walmart, Alibaba, SoftBank and Uber to
invest millions of dollars to become dominant players in this space. After covering the metros and large cities,
the bigger e-commerce firms are poised to go for next phase of expansion in tier-II and tier-III towns, where
the expansion of 3G and 4G networks have put consumers online.
Better standing on international table
A national e-commerce policy will also enable better negotiations on multilateral issues with the World Trade
Organization.
Key proposals under draft
Establish Central Consumer Protection Authority (CCPA)
It will act as the nodal agency for intra-government coordination on e-commerce policies and hearing
complaints from both the public as well as e-commerce companies.
Mandatory registration
It provides for mandatory registration of all e-commerce operators whether domestic or foreign.
Uniform legislation
It also proposes a single legislation to address all aspects of digital economy.
FDI policy for e-commerce
It proposes 49% FDI under the inventory model for firms to sell locally-produced goods on their online
platforms. The control of such firms will remain with Indians. At present, 100% FDI is allowed in online stores
that follow the marketplace model; no FDI is permitted in firms following the inventory model. A separate
wing will be set up in the Enforcement Directorate to handle grievances related to foreign investment in ecommerce. There should be differential voting rights for Indian founders with minority stakes giving founders
more control.
Data Localization
It strongly recommends data localization i.e. data that will be considered as critical should necessarily be
located in India. For this, various suggestions are given:
 Infrastructure status to data centres/server farms as well as easy access of physical infrastructure for
setting up the centres.
 A two-year sunset period for the industry to adjust before localization rules becomes mandatory.
 Only personal data or community data collected by ―internet of things‖ devices in ―public space‖ will
need to be stored in India.
MSME related
Allow MSME to follow inventory-based models for selling locally produced goods through an online platform.
Currently, MSMEs with revenue of less than Rs.20 lakh a year are not subject to GST if they sale offline
whereas they have to pay GST if they sell goods on online platforms. Such companies may also be allowed up
to 49% foreign investment. Mandatory examination by Competition Commission of India (CCI) of
competition-distorting mergers and acquisitions below the existing threshold. This assumes significance in the
light of the recent acquisition of Flipkart by US retail major Walmart. Sunset clause for deep discounting: A
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maximum duration should be set for ―differential pricing strategies‖. CCI and the department of industrial
policy and promotion (DIPP) will oversee this proposal.
Tax related proposals
Centralized registration instead of local registration of e commerce companies for GST purposes. Modifying
relevant GST provisions in order to create a level-playing field between online and offline delivery of goods
and services. Use principle of ‗significant economic presence‘ as the basis for determining ‗Permanent
Establishment‘ for tax assessment.
Regulating price distortions
Prohibits e-commerce players from ―directly or indirectly influencing‖ sale prices. Prohibition of bulk
purchases of branded goods like mobile phones, fashion items which lead to price distortions.
Benefits
The draft e-commerce policy is comprehensive and encompasses all aspects of the e-commerce business, data
privacy and taxation, a host of technical aspects such as technology transfer, server localization, and
connectivity issues. The regulator will ensure consumer protection from online frauds and compliance with
foreign investment caps in e-commerce. Data localization move will help private sector companies comply
with the norm to store a copy of a user‘s personal data in the country as laid down by the Srikrishna committee
on data localization. It will also provide boost to MSME sector through various provisions mentioned in policy
which will lead to revenue as well as employment generation. The 2-year sunset clause for data localization
will provide some time to the domestic industry to prepare for the data storage procedures before actually
imposing the legislation. It will be able creating a level playing field for foreign and domestic players in the
Indian market.
Challenges/issues
The logic of protecting domestic industry against foreign giants with deep pockets is against the principle of
liberalization. Data sharing and localization will create issue of intellectual property rights of companies and
will have significant impact on the way they do business.
Issues of discount
Restriction on discounting by e-commerce players to protect offline players are over stated given in Indian
groceries and food market which makes up half of India's retail spend, online players account for less than one
per cent of the market.
Setting a price floor can also impede local players from offering attractive deals
 Curb on discounting has already been tried in the past and might not be easily implementable.
 Introducing unnecessary regulations could result into slowing down of yet another sector.
 With online discounts gone, the consumer will lose out.
 It will put restrictions on retail strategies of ecommerce majors.
 Certain states have protested against the Centre‘s intrusion by framing laws for retail, which
remains a state subject.
 Coordination between various ministries like Ministry of commerce and Ministry of Electronic
and IT is an issue because of contradictory views on the matter.
Way forward
State government must be taken aboard for policy formulation and implementation. The regulation of ecommerce transactions should be left to the Competition Commission of India rather than making vague
regulations which are open to abuse. • The policy must be facilitating ‗ease of doing business‘ with minimum
regulation and should offer a level-playing field to foreign and domestic players.
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New Rules for E-Commerce
Why in news?
Recently, government introduced changes in e-commerce norms which are said to be clarificatory in nature
and are not new restrictions.
Changes introduced by the new rules
From February 1, 2019, e-commerce companies running marketplace platforms — such as Amazon and
Flipkart — cannot sell products through companies, and of companies, in which they hold equity stake. It put
a cap of 25% on the inventory that a marketplace entity or its group companies can sell from a particular
vendor. Inventory of a vendor will be deemed to be controlled by e-commerce marketplace entity if more than
25% its purchases are from the marketplace entity or its group companies. No seller can be forced to sell its
products exclusively on any marketplace platform, and that all vendors on the e-commerce platform should be
provided services in a ―fair and non-discriminatory manner‖. Services include fulfilment, logistics,
warehousing, advertisement, cashbacks, payments, and financing among others. The marketplaces will not be
allowed to offer deep discounts through their in house companies listed as sellers (check price cartelization). Ecommerce marketplace entity will be required to furnish a certificate along with a report of statutory auditor to
Reserve Bank of India, confirming compliance of the guidelines, by September 30 every year for the preceding
financial year. E-commerce entities will have to maintain a level playing field and ensure that they do not
directly or indirectly influence the sale price of goods and services.
The above mentioned rules explain certain principles laid down in a 2017 circular on the operations of online
market places, wherein 100% foreign direct investment through automatic route is allowed. Some other
discussion points in the circular were as follows:
Scope of Marketplace Model
E-Marketplace would include warehousing, logistics, order fulfillment, call centre, payment collection etc.
 The move was aimed at bringing new entrants/smaller players in the e-commerce business.
 It would also increase the need for office spaces, warehouses & logistics, providing a boost to the
real estate business.
 It would also check tax evasion through illegal warehousing.
Predatory Pricing
Predator pricing (dominant player reducing prices to such an extent to edge out other players) is an anticompetition practice under Competition Act 2002. The government would appoint a regulator to check
discounts offered by e-commerce players, so that they don‘t sell below market prices & compliance with FDI
norms. Cap on % sale by single vendor to 25%.
Impact
E-commerce companies
 Most of e-commerce firms source goods from sellers who are related 3rd party entities. E.g. WS
Retail contributes to 35-40% of Flipkart‘s overall sales. Cloudtail India, the biggest retailer
operating on Amazon, has its 49% equity held up by Amazon or its subsidiaries. Amazon also
holds up 48% equity in another major retailer, Appario Retail. This will impact backend operations
of e-commerce firms, as group entities would now have to be removed from the e-commerce value
chain.
 Also, players like Amazon and Flipkart, who have their private labels, will not be able to sell them
on their platforms if they hold equity in the company manufacturing them.
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Retailers






Currently, most of the e-commerce are burning cash to attract consumer base and hence, are in
deep losses. In the long run, this will help large companies build a viable business rather than just
depend on discounts.
The absence of large retailers will bring relief to small retailers selling on these platforms.
Traditional brick-and-mortar stores, who now find it difficult to compete with the large ecommerce retailers with deep pockets, will become more competitive.
Marketplaces are meant for independent sellers, many of whom are MSMEs (Micro, Small &
Medium Enterprises). These changes will enable a level playing field for all sellers, helping them
leverage the reach of e-commerce.
But, it may also become difficult for small start-ups to raise funds from big e-retailer companies.
Also, mandatory listing of inventory on different platforms may increase sales cost for MSMEs.

Consumers
Consumers may no longer enjoy the deep discounts offered by retailers that have a close association with
marketplace entities.
Employment
The threat of job losses in the supply chain network has emerged as a major concern, as the number of ecommerce orders will go down, warehouse expansion plans may take a hit and the utilization of delivery
executives will reduce, leading to significant job losses.
Growth of the sector
By 2022, the size of digital economy in India will be approximately $ 1 trillion and by 2030, it could constitute
almost 50% of the entire economy. Licensing and price controls may depress a fast growing sector.
International Trade Outlook
As 71 members led by countries like China, Japan and the US began exploring possible WTO framework on
free cross-border e-commerce at Buenos Aires ministerial (2017), the new guidelines preempt any possible
obligations on e-commerce imposed by WTO. It would enable Govt. to take a stand in international trade
negotiations and discussions, which is fully cognizant of the need to preserve flexibility and create a levelplaying field for domestic players.
Way Forward
E-Marketplaces should change their business model and begin to look at franchise channels, rather than equity
investments channels, to do business in India. The Government should come out with an E-Commerce policy
which establishes a commonly accepted definition of e-commerce, provides a level playing field for domestic
& foreign businesses. Draft E-Commerce Policy has already been submitted by the commerce ministry. A
single legislation should be enacted to address all aspects of e-commerce so that the legal fragmentation seen
across the various laws is reduced, viz. the Information Technology Act, 2000, Consumer Protection Act 1986
etc. Setting up an accreditation system for vetting e-commerce platforms which adhere to good business
practices is the need of the hour.
Global Digital Tax Rules
Why in News?
At a meeting of G20 finance ministers and central bankers held at Argentina in July 2018 the European
Finance leaders called for progress on global rules to tax digital economy.
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About the Global Digital Taxation issue
Digitalisation allows more traditional business models (such as e-commerce) to sell to consumers without the
need for physical presence in the customer jurisdiction. It also paves the way for new business models, based
upon user participation, to generate income without making any traditional sales to the user base in question
e.g. social media businesses that generate revenue through advertising sales. Currently international laws
provide for the companies to be taxed in the jurisdiction in which they have a physical presence instead of end
user based taxation. However, digital businesses generate revenues from markets without a significant physical
presence in a country but do not pay taxes there.
These weaknesses create opportunities for Base Erosion and Profit Shifting (BEPS) which require a need to
ensure that profits are taxed where economic activities take place and value is created. UN Committee of
Experts on International Cooperation in Tax Matters in their October 2017 report Tax challenges of
digitalization also emphasized for a stronger action. Committee‘s position was based on the fact that
Developing countries are often the main source of tax revenue loss in the digital economy, as they provide a
substantial consumer and user base, but are less likely to host digital economy businesses.
An OECD report identifies three common features of highly digitalized businesses: cross-jurisdictional scale
without mass; a heavy reliance on intangible assets, especially intellectual property (IP); and the importance of
data, user participation, and their synergies with IP.
Significance of the move
Digital companies operating across borders would have to pay taxes where their users are located rather than
just where they have a physical presence. European Commission in March 2018 proposed new rules to ensure
that digital business activities are taxed in a fair and growth friendly manner in the EU. Under the proposed
rules, the multinational digital companies with significant digital revenues in Europe will have to pay a 3% tax
on their turnover on various online services. Many jurisdictions have begun to introduce unilateral rules to tax
digital economy, for instance:
 In 2016, France extended its tax on the distribution of audio-visual content to include online video- ondemand services that are provided for free but monetized through advertisements shown to viewers.
 Italy has adopted a levy on digital transactions that is expected to become effective from 2019, aiming
to ensure level playing field between digital and traditional businesses and capture activities presently
uncaptured by corporate tax rules.
 Tax authorities in Saudi Arabia and Kuwait have introduced the concept of a ‗virtual service
Permanent Establishment‘, which is deemed to exist even with no physical presence in the countries.
 Similar interim measures have been adopted by other nations like Australia, Israel, Turkey, New
Zealand, Hungary, etc.
The OECD and G20 nations constituted the BEPS project that typically targets tax strategies aimed at
artificially shifting profits to low or no tax jurisdictions. Action Plan 1 of this project deals with the tax aspects
of the digital economy. International bodies such as the OECD are working on longer-term ideas about how to
revamp tax on digital earnings and will build a global consensus on the issue by 2020.
India’s Position
In India, the digital economy is pegged at about $450 Billion and is expected to grow to over $ 1Trillion in the
next 3-4 years. The expansive digital world would include e-commerce, app stores, crypto currencies, Internet
of Things (IoT), Big Data, and cloud computing among others. In Budget 2015-16, a 6% equalization levy was
introduced to bring to tax payments made for online advertisement services.
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The 2018-19 Budget proposed to suitably amend the Income Tax Act to tax digital firms. However, as the
existing Double Taxation Avoidance Agreements (DTAAs) are not covered under the proposed changes, it will
require India to renegotiate tax treaties. According to the amendments proposed in the budget, the IT Act will
provide ―significant economic presence‖ which includes a download of data or software in India or engaging
interaction with a prescribed number of users in India through digital means. India pitched for a global
mechanism technically called Multilateral Instrument (MLI) which would be a permanent measure to tax
digital companies that earn revenues from a large user base in the country. This would automatically amend
bilateral tax treaties to include the taxation provisions for digital business.
Concerns
Digitalization raises a large number of public policy challenges and is also changing the nature of policy
making itself. As these measures may affect some of their companies, the international partners may respond
with retaliatory measures. For instance, Germany is concerned that a shift towards taxing companies where
services are consumed rather than physical presence of the company could end up hitting its lucrative car
manufacturers in long term. Low tax EU members such as Ireland and Luxemburg fear of losing multinational
companies situated in their low tax jurisdictions. US consider such measures to single out its digital companies
as major digital companies are based in USA. EU‘s interim digital tax plans target a company‘s revenue rather
than profit goes against international consensus on corporate taxation. The inconsistent unilateral rules adopted
by several nations might end up increasing tax burden of digital firms.
Way Forward
The world over, policymakers are facing challenges over the issue of taxing digital economy transactions,
while many countries have introduced provisions to tax some of these transactions, there is a need for a
separate tax code which could bring greater transparency to transactions around the digital economy. This
could include:
 A mechanism specially constituted to address digital economy transactional issues in a time-bound
manner will also address many of the taxpayer‘s grievances.
 Support for the growth of industry with additional tax incentives for taxpayers using the digital
economy space for transactions as well as for innovators.
 The code should be reviewed frequently by industry experts and include newer types as they evolve.
About Multilateral Convention to Implement Tax Treaty related Measures to prevent Base Erosion and Profit
Shifting (MLI)
 It offers concrete solutions for governments to close the gaps in existing international tax rules by
transposing results from the OECD/G20 BEPS Project into bilateral tax treaties worldwide.
 It also implements agreed minimum standards to counter treaty abuse and to improve dispute
resolution mechanisms while providing flexibility to accommodate specific tax treaty policies.
Case of recent digital tax disputes
In Ireland, European Commission found that Apple paid 0.005% to Irish tax authorities in 2014, far below the
corporation tax rate of 12.5%, which led to the tax dispute between the two.
India to provide tariff concessions on 3,142 items to APTA members
Why in news?
India has agreed to provide tariff concessions on 3,142 products to Asia Pacific Trade Agreement (APTA)
members, from July 1, 2018. The tariff concessions are implementation of results of fourth round of
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negotiations under APTA, which were formally concluded and signed by the ministers of member countries
during meeting of APTA Ministerial Council in January, 2017.
Key Facts
With this implementation of the Fourth Round, the coverage of preferences of total tariff lines for each
member will come of 10,677 tariff lines (up from 4,270 items at conclusion of 3rd Round). It will also deepen
average Margin of Preference (MoP) being provided under agreement to 31.52%. The LDC members are
entitled to greater concessions on 1,249 items with average MoP of 81% under special and differential
treatment provisions of APTA.
Asia Pacific Trade Agreement (APTA)
APTA is an initiative under United Nations Economic and Social Commission for Asia and
the Pacific (UN ESCAP) for trade expansion through exchange of tariff concessions among
developing country members of Asia Pacific Region. It is preferential trade agreement
(PTA), under which basket of items as well as extent of tariff concessions are enlarged
during trade negotiating rounds which are launched from time to time. APTA was signed in
1975 and was formerly known as Bangkok agreement (renamed to present name in 2005).
UNESCAP‘s Trade and Investment Division in Bangkok, Thailand serves its secretariat. It
is the first plurilateral and oldest preferential trade agreement among developing countries in
Asia-Pacific .The six member countries of APTA are Bangladesh, China, India, Laos,
Korea and Sri Lanka.
APTA aims to promote economic development through adoption of mutually beneficial
trade liberalization measures that will contribute to intra-regional trade expansion and
provides for economic integration through coverage of merchandise goods, services,
investment and trade facilitation.
5th RCEP intersessional ministerial meeting held in Tokyo, Japan
Why in news?
The 5th Regional Comprehensive Economic Partnership (RCEP) intersessional ministerial meeting was held in
Tokyo, Japan. It was first RCEP ministerial gathering to be held outside ASEAN countries. It was co-chaired
by Singapore‘s Minister of Trade and Industry Chan Chun Sing and his Japanese counterpart Hiroshige Seko.
Key Facts
During the meeting, ministers from member countries had in-depth discussions on issues such as trade, service,
investment and rules at the meeting. They recognized importance of early conclusion o RCEP negotiations
consistent. They also reaffirmed their resolve to work together and achieve agreement that will allow
economies of different levels of development to actively participate in and benefit from open and inclusive
regional economic integration.
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Regional Comprehensive Economic Partnership (RCEP)
RCEP is a proposed proposed free trade agreement (FTA) or comprehensive regional
economic integration agreement between the 10-ASEAN countries (Brunei, Cambodia,
Indonesia, Laos, Malaysia, Myanmar, Philippines, Singapore, Thailand, Vietnam) and its six
FTA partners (Australia, New Zealand, India, China, Japan and Korea).
Its negotiations were formally launched at 2012 ASEAN Summit in Cambodia. Till 2017, 16
RCEP member states accounted for population of 3.4 billion people with total GDP (in terms
of PPP) of $49.5 trillion, approximately 38% of the world‘s GDP (combined GDPs of China
and India makes up more than half that amount) and 29% of world trade. RCEP is viewed as
an alternative to the Trans- Pacific Partnership (TPP), a proposed trade agreement that
includes several Asian and American nations but excludes China and India.

KVIC launches e-marketing system
Why in news?
The Khadi and Village Industries Commission (KVIC) launched its in-house developed, single-umbrella emarketing system named Khadi Institution Management and Information System (KIMIS) in New Delhi. The
system can be
accessed from anywhere in the country for sale and purchase of Khadi and Village Industries products.
Khadi Institution Management and Information System (KIMIS)
KIMIS will serve as in-house single umbrella billing software for sale and purchase that could be monitored,
round-the-clock, from any part of India. It has been developed by KVIC IT team. It will give real-time data of
sales and also
give updated status of stocks of khadi bhawans and godowns, allowing better planning and control of
inventory. 480 Khadi institutions and showrooms of KVIC will be linked with this billing software. The
software will be useful in raising demand and supply of goods in high demand.
Khadi and Village Industries Commission (KVIC)
KVIC is a statutory body formed under the Khadi and Village Industries Commission Act,
1956. It is an apex organization under the aegis of Union Ministry of Micro, Small and
Medium Enterprises (MSMEs).
Functions of KVIC
It plans, promotes, organizes and implements programmes for development of Khadi and
village industries in rural areas. It creates and manages reserves of raw materials and
supplying them to producers, creating common service facilities for processing of raw
material and semi-finished goods. It promotes sales and marketing of Khadi Products. It also
encourages and promotes research in production techniques and equipments in Khadi
Industries.
China, India clinch deal to reduce tariffs on Indian medicines, anti-cancer drugs
Why in news?
China has announced that it has clinched deal with India on reduction of tariffs (import duties) on Indian
medicines including anti-cancer drugs. However, it is not yet clear whether it has agreed to grant licences to
Indian companies to sell cancer drugs in its huge market.
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Key Facts
Indian drugs, especially cancer-curing medicines are in big demand in China as they are far cheaper than their
western counterparts. Earlier in May 2018, China had lifted tariffs on the import of cancer drugs. But it had
failed to enthuses Indian pharmaceutical companies as they are not legally able to market their drugs in China
as it requires licence from the country‘s food and drug administration.
In recent times, China has announced series of measures to expand its economy by opening up it to outside
world and actively expand imports to uphold free trade global regime and as measure to fight against
protectionism. It also earlier had announced to cut on import duties on over 8,500 Indian items as part of
measures under to relax taxes on more goods from India and other countries to absorb impact of trade war with
United States (US) which has heated up.
Background
India has been demanding the opening of China‘s IT and pharmaceutical sectors as part of measures to reduce
a US $51 billion trade deficit in over US $84 billion bilateral trade. Both countries have stepped up
negotiations for Chinese
imports of Indian rice, sugar and pharmaceuticals after informal meeting between Prime Minister Narendra
Modi and President Xi Jinping in Wuhan.
Gujarat signs MoU with Korea Trade-Investment Promotion Agency
Why in news?
Gujarat Government‘s Industries and Mines Department has signed Memorandum of Understanding (MoU)
with Korea Trade-Investment Promotion Agency (KOTRA) to strengthen trade, industrial relations. KOTRA is
national trade and investment promotion organisation operated by South Korea Government.
Key Facts
The MoU was signed with aim to recognize mutual desire to further enhance and strengthen India (Gujarat)
and South Korea trade and industrial investment relations and encourage ongoing dialogue and cooperation.
Under this MoU, both Industries Department of Gujarat and KOTRA will assist each other to provide inmarket support.
The priority sectors in focus under this MoU are chemical, petrochemical and pharmaceuticals; new and
renewable energy; start-up ecosystem; textiles and apparels; urban infrastructure; Food Processing and Agro
related industries; Skill Training and Development; Automobile, etc.
Background
Gujarat is a leading destination for foreign investment and bilateral trade. It is a key contributor to India-South
Korea economic relationship. Gujarat‘s export to South Korea was around $1 Billion in 2017-18, which is
approximately 25% of India‘s total export to South Korea. In recent past, South Korean companies in the field
of manufacturing, textiles and chemicals have also expressed interest in investing in Gujarat.
Government sets up task force on ways to reduce import
Why in news?
The Union Government constituted a high-level task force under Chairmanship of Cabinet Secretary PK Sinha
to identify various items and policy interventions to reduce dependence on imports. It will suggest ways to cut
import of those items which can be manufactured or explored in the country. The task force includes
secretaries from Departments of Commerce, Industrial Policy and Promotion (DIPP), Revenue, Skill
Development, Defence Production, Petroleum, Steel, Electronics and Telecommunications.
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Background
The move holds significance as India is heavily dependent on imports of several items such as oil, machinery,
electronic hardware, pharmaceuticals ingredients including (active pharmaceuticals ingredients), gold and
chemicals. On an average, India‘s imports stand at around US $450 billion per year. In financial year 2017-18,
the inbound shipments grew about 20% to US $460 billion. India‘s oil imports during same fiscal had risen by
25.47% to US $109.11 billion. Though increase in imports of intermediates and raw materials reflects boost in
economic activities, but the inbound shipments of final goods impact domestic manufacturers. Earlier,
concerns were raised over high dependence on pharmaceutical ingredients from China by trade experts.
Economic Partnership Agreement: EU, Japan sign massive free trade deal
Why in news?
European Union (EU) and Japan have signed Economic Partnership Agreement (EPA). It was signed at EUJapan summit in Tokyo by EU Presidents Jean- Claude Juncker and Donald Tusk and Japanese Prime Minister
Shinzo Abe. It is biggest ever trade deal negotiated by the EU and creates free trade zone covering nearly third
of the world‘s GDP.
Agricultural exports
It scraps Japanese duties on many cheeses such as Gouda and Cheddar as well as on wine exports. It allows EU
to increase its beef exports to Japan and duty-free trade in pork, processed meat and almost duty-free trade for
fresh meat. It ensures protection in Japan of more than 200 high-quality European agricultural products, so
called Geographical Indications (GIs), and protection of selection of Japanese GIs in EU.
Services markets
EPA opens up services markets, in particular financial services, e-commerce, telecommunications and
transport.
Procurement markets
It guarantees EU companies access to large procurement markets of 48 large Japanese cities and removes
obstacles to procurement in economically important railway sector at national level.
Automotive sector
It addresses specific sensitivities of EU in this sector and elimination of customs duties in transition periods of
up to 7 years.
Trade and sustainable development
EPA includes comprehensive chapter on it. It sets very high standards of labour, safety, environmental and
consumer protection. It strengthens EU and Japan‘s commitments on sustainable development and climate
change and fully safeguards public services.
Data protection
The negotiations completed by both sides on this matter will complement EPA. Both sides recognise each
other‘s data protection systems as equivalent, allowing data to flow safely between EU and Japan and creating
world‘s largest area of safe data flows.
Significance
EPA removes vast majority of €1 billion of duties paid annually by EU companies exporting to Japan and
number of long-standing regulatory barriers, for example on cars. It opens up Japanese market of 127 million
consumers to key EU agricultural exports and will increase EU export opportunities in range of other sectors.
In addition, it will strengthen cooperation between Europe and Japan in range of areas, reaffirm their shared
commitment to sustainable development. It also includes for the first time a specific commitment to the Paris
climate agreement.
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First meeting of India-Bangladesh Joint Committee on Border Haats held in Agartala
Why in news?
The first meeting of the India-Bangladesh Joint Committee on Border Haats was held in Agartala, Tripura. The
Joint Committee also visited Border Haat at Kamlasagar in Sipahijala District, Tripura and Tarapur in
Brahmanbaria, Bangladesh.
Outcomes of meeting
Both sides noted positive impact of Border Haats on livelihoods of people living in areas adjoining Haats.
They also held extensive discussions on issues related to review of operations of four functional Border Haats
viz. Kalaichar (Meghalaya), Balat (Meghalaya), Kamlasagar (Tripura) and Srinagar (Tripura). They also made
suggestions for improvement, timeline for setting up six additional Border Haats that have been agreed to
earlier by both sides and roadmap for further expansion of Border Haats. They also agreed that next meeting
will be held in Bangladesh on mutually agreed dates.
Background
Border Haats (or rural market) aims at promoting the well-being of the people dwelling in remote areas across
the borders of two countries. It seeks to establish traditional system of marketing local produce thorough local
markets in local currency or according to barter basis. Though trade carried in this informal market is not
significant in terms of percentage of bilateral trade, but these local measures help to improve economic wellbeing of marginalized sections of society. Border haats along India-Banlgadesh border are established under
Memorandum of Understanding (MoU) signed for Border Trade and Border Haats between both countries in
October 2010. India and Bangladesh had signed MoU on Border Haats in April 2017 for establishment of Joint
Committee to review border haats operations, suggest modifications in operational modalities and propose new
locations of Border Haats.
Government raises import duty on 328 textile products to curb imports
Why in news?
Government has doubled import duties on 328 textile products to 20% from existing rate of 10% under Section
159 of the Customs Act, 1962. Earlier in July 2018, Government had doubled import duty on over 50 textile
products — including jackets, suits and carpets to 20%.
Significance
The increase in duties will give edge to domestic manufacturers as imported products are currently cheaper. It
will curb soaring imports from China and focus more on local value addition in labour intensive sector. This
move will also help to promote ‗Make in India‘ as imports of these goods had surged drastically in last one
year especially post GST. It will increase in manufacturing activity in various segments of the entire value
chain of textile sector, which will help to create jobs in sector, which employs about 10.5 crore people.
Background
The move comes amid mounting concerns that trade war between world‘s biggest economies United States and
China will further aggravate dumping of cheaper products from China to Indian markets. As such, India‘s
textile imports jumped by 16% to record $7 billion in last fiscal, with China accounting for over 40% of
purchases. Moreover, 28% hike in cotton prices by Government recently to ensure at least 50% premium to
farmers over costs is expected to raise basic raw material costs for domestic manufacturers and could hurt our
export competitiveness across value chains in the textile and garment sector.
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Government launches National Mission on Government eMarketplace
Why in news?
Union Ministry of Commerce & Industry has launched National Mission on Government eMarketplace (GeM)
for increasing awareness and accelerating use of GeM by major central Ministries, State Governments and
their agencies. GeM provides online, end to end solution for procurement of commonly used goods and
services for all Central Government Departments and State Governments. Public Sector Units and affiliated
bodies
National Mission on GeM
The mission aims to promote inclusiveness, transparency and efficiency in public procurement and achieve
cashless, contactless and paperless transaction. This will help to increase overall efficiency and lead to cost
saving on government expenditure in procurement. It will cover all central government departments, states and
public sector undertakings in mission mode.
It will create awareness about GeM, train buyers and sellers, get them registered in GeM and increase
procurement through GeM. It will also promote inclusiveness by empowering various categories of sellersand
service providers such as MSMEs, start-ups, domestic manufacturers, women entrepreneurs, and Self-Help
Groups. It will also highlight value addition via transparency and efficiency in public procurement, including
corruption-free governance in sync with Central Government‘s objective of ‗Minimum Government,
Maximum Governance‘.
Government eMarketplace (GeM)
It is an online marketplace to facilitate procurement of goods and services by various
Ministries and agencies of the Government. The platform offers online, end to end solution
for procurement of commonly used goods and services for all central government
departments and state governments, public sector units and affiliated bodies. It aims to
enhance transparency, efficiency and speed in public procurement of goods and services and
eliminate corruption. It was launched in August 2018 and so far it has crossed Rs 10,800
crore in terms of value and 6.96 lakh in terms of volume of transactions. The GeM platform
has more than 1.35 lakh sellers, offering 4.43 lakh products and around 26,500 organisations
as buyers.
Government makes demat mandatory for issue and transfer of shares
Why in news?
Union Ministry of Corporate Affairs (MCA) has mandatory for unlisted public companies to issue new shares
or transfer of all shares in dematerialised or demat (i.e. in electronic form) form beginning October 2, 2018.
With this, major benefits of dematerialisation of securities will now be available to unlisted Public companies.
Key Facts
The Companies Act 2013, provides for government to mandate that as in case of listed public companies other
classes of public companies should also issue securities only in dematerialised form. MCA‘s latest step is seen
as measure for further enhancing transparency, investor protection and governance in the corporate sector. It
also comes at a time when the ministry is clamping down on shell companies that are suspected of being
conduits for illicit fund flows
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Major benefits of dematerialisation of securities
It will help in elimination of risks associated with physical certificates such as loss, theft, mutilation, fraud etc.
It will help in improving corporate governance system by increasing transparency and preventing mal-practices
such as benami shareholding, back dated issuance of shares, etc. It will also ease in transfer, pledge etc. of
securities and provide exemption from payment of stamp duty on transfer.
Unlisted Companies
According to Companies Act 2013, a public company is formed by seven persons or more, while for private
company this number is two or more. If shares of such companies are not traded on stock exchange, they are
called unlisted companies.
BSE, NSE get SEBI approval to launch commodity derivatives segment
Why in news?
The capital markets regulator Securities and Exchange Board of India (SEBI) has allowed India‘s top two
stock exchanges BSE Ltd and National Stock Exchange of India Ltd (NSE) to launch commodity derivatives
trading from 1 October, 2018. This approval is part of SEBI‘s December 2017 announcement of having unified
exchange regime wherein stock exchanges will be allowed to offer trading in commodities derivatives. By
unified exchange regime stock exchanges need not to set up different entities to offer commodity trading.
Key Facts
With this approval, BSE will begin trading in commodity derivatives with non-agriculture commodities like
metals initially, followed by agri-commodities subsequently. NSE will launch its commodity derivatives
segment trading in non-agriculture commodities in initial phase, followed by agriculture commodities, subject
to SEBI approval.
Significance
Universal exchanges will help in achieving integration of trading in commodity derivatives market with other
segments of securities market at exchange level. It will help in providing efficient price discovery, reduction in
timelines, cost effective, user-friendly, robust risk management system and wider market penetration. It will
help in creating deeper markets with lower spreads and exchange by enhancing competition across all
categories of trading. It will offer greater convenience as traders will be able to trade all asset categories from
single account. It may also lead to consolidation of cross-holding norms as mergers between exchanges of
different categories appear attractive. In longterm, Indian exchanges will find it easier to compete with their
global counterparts and they are present in multiple segments.
Equity exchange
It is market in which shares are issued and traded, mostly through exchanges. It is also known as stock market.
It gives companies access to capital and investors slice of ownership in company with potential to realize gains
based on its future performance. Stock or securities traded in the equity market can be either public stocks,
which are those listed on stock exchange or privately traded stocks. In India, NSE and the BSE offer equity
and equity derivatives.
Commodity exchange
It is market is mostly related to food, metals or energy derivatives that are important part of everyday life.
Types of commodities in this market includes metals like gold, silver, etc., energy like crude oil, natural gas
etc. This trading traditionally move in opposition to stocks, so they are used as significant way to diversify
portfolio beyond traditional securities. In India, MCX and NCDEX specialise in commodity derivatives.
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Universal exchanges
In this market, any exchanges i.e. can capital market or commodity exchange can offer each products in equity,
commodity derivatives, and debt and currency segments. By this stock exchanges need not to set up different
entities to offer commodity trading and vice versa.
IMF, World Bank and WTO launch Reinvigorating Trade and Inclusive Growth Report
Why in news?
International Monetary Fund (IMF), World Bank and World Trade Organization have collectively launched
report ―Reinvigorating Trade and Inclusive Growth‖. In this report all three international organisations have
sought liberalisation of global service sector, asserting that barriers to these services trade currently is roughly
as high as those to trade in goods about a half century ago.
Key Highlights of Report
Services comprise some two-thirds of global GDP and employment. The limited opening of service sectors to
foreign competition impedes trade and productivity growth throughout sector and broader economy. Countries
should open up to international competition in services provided in other ways, including through foreign
direct investment (FDI) and operation of foreign affiliates and temporary movement of workers across borders
for the purpose of supplying services.
The full services trade liberalisation can raise manufacturing productivity by average of 22% across sample of
57 countries with larger benefits for countries with stronger institutional environments. Moreover, service
sector has enormous contributor to growth and to trade including manufacturing trade. Improved access to
services from trade reform promotes economy-wide productivity and income growth, and given sector‘s size,
role of services productivity in overall economic performance is evident. There is interplay between services
reform and manufacturing performance
Services comprise significant shares of value added of all sectors in economy and this is reflected in trade
figures also. Only quarter of global trade is traded as services, on value-added basis half of the value of global
trade originates in service sectors. The trade in services sector has potential of contributing particularly
strongly to productivity growth andeconomic growth overall. Prolonged slowdown in pace of trade reform is
leading to widespread trade distortions and putting at risk strength and durability of global economic recovery,
despite recent rebound in trade. Digital economy revolution is opening new opportunities for cross-border
trade and investment and this is changing nature of trade, elevating roles of policies relating to electronic
commerce, investment and services trade.
BSE becomes first stock exchange to launch commodity derivative contracts
Why in news?
India‘s leading bourse Bombay Stock Exchange (BSE) became first stock exchange in the country to launch
commodity derivative contracts. It has launched contracts in popular commodities like gold (1kg) and silver
(30kg). This launch comes after unified exchange regime kicked off from 1 October 2018. The launch of
commodity derivatives platform on BSE will help efficient price discovery, reduce timelines and make it cost
effective. BSE also has applied for launching of crude oil and copper commodity contracts with capital
markets regulator Securities and Exchange Board of India (SEBI). Subsequently, it is also planning to launch
more agri commodities
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Background
So far, commodity contracts were only available on commodity exchanges like MCX and NCDEX, the two
specialised commodity derivatives exchanges in the country. Recently SEBI had allowed India‘s top two stock
exchanges BSE and NSE to launch commodity derivatives trading under unified exchange regime wherein
stock exchanges will be allowed to offer trading in commodities derivatives.
About Bombay Stock Exchange (BSE)
BSE is the oldest stock exchange in Asia formed by eight native stock brokers association in
1875 located at Dala street, Mumbai. It had received temporary approval from Bombay
government in 1927 and permanent approval by Indian Government on 31 Aug 1957. Today
0
it is 10th largest stock market in the world by market capitalization at $1.7 trillion and has
more than 5,000 companies listed in it. Its iconic building named Phiroze Jeejeebhoy Towers
Dalal Street in Mumbai, Maharashtra has received image trademark under Trade Marks Act,
1999.
Government opens new series of sovereign gold bonds scheme for subscription
Why in news?
Union Government has opened new series of sovereign gold bonds scheme for subscription. Under this
scheme, sovereign gold bonds will be issued every month from October 2018 to February 2019. This bond will
be sold through Stock Holding Corporation of India Limited, Post Office, Stock Exchange (NSE and BSE).
Sovereign Gold Bond (SGB) Scheme
It is aimed at providing alternative to buying physical gold. Under it, bonds are denominated in units of one
gram of gold and multiples thereof. These gold denominated bonds are restricted for sale to resident Indian
entities, including individuals, Hindu undivided families (HUF), trusts, universities and charitable institutions.
The minimum subscription for individual and HUF is 1 gram and maximum is 4 kg. For trusts and similar
entities, maximum subscription is 20 kg per fiscal. Price of bond is fixed in rupees on basis of simple average
of closing price of gold of 999 purity published by India Bullion and Jewellers Association Limited for last 3
working days of week preceding the subscription period.
The tenor of SGB bonds is 8 years with provision of premature cancellation after 5 years on interest payment
dates. Investors in SGB bonds have been provided with option of holding them in physical or dematerialised
form. RBI has notified rate of interest of 2.50% per annum on SGB bonds is payable on half yearly basis. The
bonds can be used as collateral for loans and loan-to-value ratio is set equal to ordinary gold loan mandated by
RBI from time to time. Individual investing in it are exempted from capital gains tax arising on redemption of
SGB. The indexation benefits are also provided to long-term capital gains arising to any person on transfer of
bond.
Credit Rating Agencies
Why in News?
SEBI has tightened disclosure norms for credit rating agencies (CRAs) after they failed to warn investors on
time about the deteriorating credit profile of Infrastructure Leasing and Financial Services Ltd (IL&FS) which
underwent a crisis recently. The rating agencies will now need to disclose the liquidity position of the company
being rated and also check for asset-liability mismatch. This would lead to timely availability of information
about the company. This would include parameters such as: Liquid investments or cash balances, Liquidity
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coverage ratio, Access to unutilized credit lines and adequacy of cash flows for servicing debt obligation.
CRAs would also need to disclose the source and rationale if the company is expecting additional funds to deal
with its debt. In order to promote transparency and to enable the market to best judge the performance of the
ratings, the CRA should publish information about the historical average rating transition rates across various
rating categories, so that investors can understand the historical performance of the ratings assigned by the
CRAs. The transition rate indicates the number of instances when credit ratings have changed over a specified
period.
Issues with Credit Rating Agencies
The CRA Regulations in India currently recognise only the issuer-pays model, under which, the rating
agencies charge issuers of bond and debt instruments a fee for providing a ratings opinion. Thus, this model
has an inbuilt conflict of interest.
 Another example of conflict of interest is non-rating services such as risk consulting, funds research
and advisory services given to issuers for which ratings have been provided.
 Rating shopping: It is the practice of an issuer choosing the rating agency that will either assign the
highest rating or that has the most lax criteria for achieving a desired rating. Hence, the system does
not permit publishing a rating without the issuer‘s consent.
Credit-rating market in India is oligopolistic, with high barriers to entry. Lack of competition in the market
enables CRAs to have longer, well- established relationships with the issuers which can hamper their
independence.
Often ratings are provided on limited information. For e.g. If the issuer decides not to answer some
determinant questions, the rating may be principally based on public information. Many rating agencies don‘t
have enough manpower which often leads to poor quality.
Over the years, the membership of the ratings committee has shifted from external experts to employees of the
ratings agency which has raised concerns about their independence.
Suggestions for addressing these challenges
Moving back to the earlier "subscriber pays" model in which investors pay for the ratings can be a possible
approach. Rules should be made easier for new players to enter the credit rating space and compete against
them.
Improve Quality of Ratings:
 SEBI must also assess the predictive ability of the current rating models followed by the agencies.
There is a need to invest in high-tech predictive modelling techniques.
 Increased remuneration for manpower to attract the best talent must be ensured.
CRAs can be asked to provide briefly in their press release to the ratings given by other CRAs to the same
borrower. This can help in discouraging ―rating shopping‖. Legal protection for CRAs are instances of Indian
CRAs being sued by the company it rates, in a bid to prevent the rating downgrade. The regulator should
consider framing laws that allow CRAs to express their rating opinion without fear of being sued.
Investors should be made aware about the rating process and be asked to conduct a review by themselves too
and stop relying solely on the ratings. SEBI can also explore the possibility of a mandatory rotation of rating
agencies by the debt issuers (like corporations are required to change their auditors periodically under the
Companies Act, 2013).
Credit rating agencies in India
The Securities and Exchange Board of India (Credit Rating Agencies) Regulations, 1999 empower SEBI to
regulate CRAs operating in India. All the credit agencies need to be registered with SEBI in order to operate in
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India. There are seven Credit Rating Agencies registered with SEBI, viz. CRISIL, ICRA, CARE, India Ratings
and Research, SMERA, Infomerics and Brickworks.
Importance of CRAs
They provide retail and institutional investors with information that assists them in determining if debtor will
be able to meet their obligations. They help investors, customers etc. to get an overall idea of the strength and
stability of an organization and enable them to make informed decisions. These agencies also help build trust
between the investors and the governments by quantifying the level of risk associated with investing in a
particular country. For example-Sovereign credit ratings are given to the national governments which highlight
a country‘s economic and political environment. CRAs help strengthening of secondary market by increasing
borrower pool. Credit ratings ensure a discipline amongst corporate borrowers due to because of this desire to
have a good image.
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INDEX
Ease of Doing Business
Why in News?
India jumped 23 ranks in the World Bank's Ease of Doing Business (EoDB) Index 2018 to 77 from 100 in
2017 among 190 nations. The Doing Business report ranks countries on the basis of distance to frontier (DTF),
a score that shows the gap of an economy to the global best practice. The World Bank has recognised India as
one of the top improvers for the year. This year, India features among the report‘s list of top 10 improvers for
the second year in a row and only one in BRICS to feature in this list. India is seeking to reach the 30th
position by 2020, according to an output-outcome framework document prepared by the government. It will
help India maintain its goal of strong and sustained economic growth, attract more FDI, achieve sound living
standards and moderate inflation. The Doing Business 2019 report bases the rankings on field surveys and
interviews with corporate lawyers and company executives in Delhi and Mumbai.
Reasons for Improvement
Improving MSME sector
India‘s strong reform agenda to improve the business climate for small and medium enterprises is bearing fruit.
Faster registration process
Starting a business was made easier through consolidation of multiple application forms and introduction of a
goods and services tax (GST), while getting electricity was made faster and cheaper.
Infrastructural Development and fiscal reforms
Government focus on logistics and supply chain centred initiatives and fiscal reforms like Insolvency and
Bankruptcy Code has helped in promoting trade and business.
Reduction in Corruption
Many initiatives such as Aadhaar, making registration online, acceptance of electronic signatures etc. has been
taken. In fact, there has been a considerable year-on-year fall in the number of companies that viewed
‗corruption‘ as a major barrier – from 51% in 2015 to 25% in 2017.
Improvement in construction permits
It was improved by implementing the single-window clearance system in Delhi and the online building permit
approval system in Mumbai.
Improvement in trading across borders
It was achieved by reducing the time and cost to export and import through various initiatives, including the
implementation of electronic sealing of containers, upgrading of port infrastructure and allowing electronic
submission of supporting documents with digital signatures under its National Trade Facilitation Action Plan
2017-2020.
Recent Government Initiatives for Promotion of Ease of Doing Business
Ease of Doing Business Grand Challenge: The objective of this challenge is to invite innovative ideas based on
Artificial Intelligence, Internet of Things, Big Data Analytics, Blockchain and other cutting edge technology to
reform Government processes. The platform for the Grand Challenge is the Startup India Portal. Companies
Amendment (Ordinance), 2018: The Ordinance, which has been promulgated is based on the recommendations
of the Committee appointed by the Government to review offences under the Companies Act, 2013.
Industrial Park Rating System: Under this Department of Industrial Policy & Promotion (DIPP), Ministry of
Commerce & Industry has undertaken the exercise to rate the industrial parks on parameter such as: internal
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infrastructure, external infrastructure, business services and facilities, environment, safety management and
connectivity.
Relaxation in Building Norms
 The Ministry of Environment, Forest and Climate Change (MoEFCC) issued a notification easing the
green norms for the building and construction sector, wherein residential projects up to 1.5 lakh square
metres (built-up area) will not require ‗prior environmental clearance‘.
 Urban local bodies such as municipalities will now have the power to grant building permission,
directly benefiting the EoDB ranking for the housing and construction sector.
Challenges
Challenges like fluctuating commodity prices and exchange rates, and lack of basic infrastructure continue to
persist. Doing business in a country like ours, with its cultural, geographical, demographical diversity is not an
easy endeavor. There remain significant complaints about around the lack of transparency around business
approvals, particularly in the case of statutory approvals for investments. The extent of digitalisation, however,
varies markedly across sectors, as does corruption, with those engaging in infrastructure projects still reporting
significant issues relating to corruption. The key issue for those outside India is increasingly market demand
for their products and services relative to government and bureaucracy-related barriers.
Those currently doing business in India cite ‗taxation issues‘ as a consistent barrier, whilst those looking to
enter the Indian market understandably rate ‗identifying a suitable partner‘ as their most salient issue after a
considerable decline in ‗legal and regulatory impediments‘ from 2017 to 2018. Relaxing Building norms for
EoDB has sent ripples of fear and anticipation among environmentalists and green activists across the nation
considering the extent of corruption in municipalities across the nation.
Way Forward
As highlighted by the Economic Survey, addressing deep-rooted problems will only be possible through
extensive cooperation between the organs of the government—―cooperative separation of powers‖.
Need for Strong Contract Enforcement:
 A sound contract enforcement mechanism is essential for maintaining business confidence, reducing
uncertainty and promoting fair play in the economy.
 The Economic Survey 2017-18 tried to highlight the impact of this problem by drawing attention to
the costs of stalled projects and legal fees.
Further simplification of returns processes, addressing concerns for India‘s huge MSME/SME sectors etc. are
necessary steps that need to be taken to reap the kind of benefits envisioned during GST inception. Better roads
and transportation facilities speed up the transportation of goods and brings up the efficiency of the business.
Introduction of E-Way bills and changing regulatory frameworks around inter/intra state bill movements for
instance is a good example of unified policies that will help in further building the right frameworks.
Enhanced Cross Border Functionalities across the varied business segments
For example, we can further integrate registration processes into a single form by converging GST with
PAN/TAN registration.
Further Technology Enhancement
Interlinking of existing technologies to boost up business in different industries like healthcare, tourism,
education etc.
Registering Property
Digitization of land records and maps and transparency on encumbrances will ease the process of registering
property.
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Resolving Insolvency
Increased usage will lead to recognition; the indicator will improve as more insolvent companies opt for
reorganization plans instead of liquidation.
Main amendments in Companies Amendment (Ordinance), 2018
Shifting of jurisdiction of 16 types of corporate offences from the special courts to in-house adjudication,
which is expected to reduce the case load of Special Courts by over 60%, thereby enabling them to concentrate
on serious corporate offences. The penalty for small companies and one person companies has been reduced to
half of that applicable to normal companies. Instituting a transparent and technology driven in-house
adjudication mechanism on an online platform and publication of the orders on the website. Strengthening inhouse adjudication mechanism by necessitating a concomitant order for making good the default at the time of
levying penalty, to achieve the ultimate aim of achieving better compliance. Declogging the NCLT by vesting
the Central Government the power to approve cases of conversion of public companies into private companies.
Common Database for Economic Indicators
Why in News?
A panel of experts has suggested for one single database for inflation, industrial output and employment. A
committee on analytics under IIT-Mumbai professor NL Sarda has told the government to set up a National
Integrated Data System (NIDS), citing lack of metadata or additional contextual information as a major
deficiency for all indicators. The proposed NIDS will create an integrated database system linking separate
datasets with a common standard so that data can be easily correlated and a standard protocol for data
exchange and data access be created.
Issues with the present system
The current practice of data analysis entails collecting data from different sources and analyzing it on a
spreadsheet. Indian Official Statistical System is divided into silos, each with its own information architecture
and lacking interoperability across the entire spectrum of datasets. Even when data is collected on a single
subject with a regular frequency, users do not get access to a proper database that facilitates creation of user
defined analytical report. None of the present public Datasets provide metadata to end users as and when data
is consumed whereas today‘s technology allows providing of relevant metadata associated with any data as and
when users are consuming that data.
Significance of the move
Give more credibility to data: It will give credibility to India‘s growth numbers and improve the consistency of
key statistics by checking it for coherence and transparency and alignment with each other. Overcome the
current shortcomings: The system is expected to overcome the shortcomings of the current compilation method
wherein the establishment-based data of Annual Survey of Industries and enterprise-level data of MCA21 are
not integrated.
Give deeper insight into functioning of economy is intended to give deeper insight into the functioning of
corporate sector with respect to national income accounting. NIDS is being considered as an integrating
framework that would enable users of official statistics to have a single view of data available in the official
statistical system irrespective of the fact that underlying databases are distributed and managed by different
central and state departments. Significantly reduce ―time to release‖ of data for policy makers and general
public.
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Logistic Sector
Why in New?
Recently, World Development Bank released the Logistic Performance Index 2018.
Highlight of the LPI 2018
 LPI ranking of India has decreased from 35th in 2016 to 44th in 2018.
 The score of India has reduced significantly for all the LPI six parameters.
 Germany has been ranked first and Sweden stood at second rank under LPI 2018.
What is Logistic?
Logistics is a network of services that support the physical movement of goods, trade across borders, and
commerce within borders. Logistics encompasses an array of activities beyond transportation, including
warehousing, brokerage, express delivery, and critical infrastructure services such as terminals.
Importance of Logistic sector in India
It employs over 45 million people and is growing at the rate of 15% with certain sub-sectors growing at even
30-40% per annum. India spends around 14.4% of its GDP on logistics and transportation. Logistics sector
provides efficient and cost-effective flow of goods on which other commercial sectors depend.
Challenges of Logistic Sector in India
High driven by man-power and underleveraged by an unorganised and fragmented industry structure.
Transportation linkages are highly saturated because of high freight tariff, low terminal quality and less
flexibility in carrying different types of products. Huge transformation is needed in terms of technology like
automated storage and retrieval system, online cargo solutions, GPS cargo track etc. A complicated tax regime
places several challenges as payment of multiple state and Centre taxes results in considerable loss of time in
transit and fragmentation of warehousing space.
Emerging Trends in logistic Sector
In the context of emerging efficient supply chain management, there will be huge demand of domain expertise
equipped with specific skill set, especially in developing countries. It is become imperative for logistic
performer to seek eco-friendly shipping option because- 23% of all energy related CO2 emission come from
transportation. The growing integration of digital space in logistic supply chain management demands a huge
investment in cyber security.
Conclusion
Coordination in infrastructure planning will help to reduce the high transaction costs prevalent in the economy.
Reforms in urban planning includes the problem associated with urban conglomerations in terms of road and
peripheral infrastructure- should be ease-out, so that time-monetary cost associated with logistic supply chain
would be minimised. Blueprints and policy regulations should be based on global standard involving multiple
stakeholder. Presently, policy involves few stakeholders such as government and big industries. This makes
policies prone to avoidable trial and error events. Dust-proofing at a storage place still does not command the
kind of premium in India that it should, and as a result, the logistics service provider does not invest in such
provisions.
CRISIL DRIP Index
Why in News?
Recently, CRISIL release its rainfall parameter index also known as DRIP (Deficient Rainfall Impact
Parameter) Index.
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About the Crisil Drip Index
DRIP Index move away from simply measuring the rainfall volumetric data and captures the interaction
between the most critical aspect of vulnerability (irrigation) and weather shocks. The higher the CRISIL DRIP
score, the more adverse the impact of deficient rains.
Highlight of the Index
The index showed that four states -- Bihar, Karnataka, Maharashtra and Uttar Pradesh -- and five crops -jowar, soyabean, tur, maize and cotton – are most hurt by deficient rains. DRIP results highlight some stress in
Madhya Pradesh, where rains are still normal (with deficiency of 9%). But given that irrigation is weak, it is
likely to have impacted sowing. Stress is also visible in Gujarat, West Bengal and Andhra Pradesh, where the
DRIP scores are not only higher than in 2017 — which was a good rainfall year — but also above the average
of the past five years. Broadly, therefore, these four states are seeing more stress.
Ravindra Dholakia committee
Why in news?
The Union Government has constituted 13-member Committee for Sub- National Accounts to upgrade the
norms for computation of economic data at states and districts level in backdrop of plans to revise the base
year for National Accounts or Gross Domestic Production (GDP) calculation. It will be headed by Ravindra H
Dholakia, a retired professor of IIM Ahmedabad.
Terms of Reference of the Committee
The committee will review concepts, definitions, classifications, data conventions, data sources and data
requirements for preparation of State Domestic Product (SDP) and District Domestic Product (DDP) and to lay
down revised guidelines. It will also suggest measures for improving SDP and DDP in the country taking into
consideration availability of data and requirements of Centre and States/UTs. It will also suggest state level
annual and benchmark surveys keeping in view needs of System of National Accounts especially in view of
next base year revision. It will submit its report within one year.
Background
The Central Statistics Office (CSO), under Ministry of Statistics and Programme Implementation (MOSPI)
revises the base year of macroeconomic indicators, as regular exercise, to capture structural changes in
economy and improve quality and representativeness of indices. CSO had last updated base year for GDP
calculation to 2011-12 from January 2015, replacing old series base year of 2004-05. MOSPI is planning to
change base year to 2017-18 for calculation of GDP and Index Industrial Production (IIP) numbers from
current 2011-12 with an aim to capture changes in the economy. At conference of central and state statistical
organisations (COCSSO) earlier this year, it was suggested that same principles and concepts should be used
while calculating SDP and DDP across the country to make data comparable.
Purchasing Managers’ Index
Why in news?
According to Nikkei Manufacturing Purchasing Managers‘ Index (PMI), compiled by IHS Markit, India‘s
manufacturing growth jumps to six-month high in June 2018. Manufacturing PMI rose to 53.1 in June 2018
from 51.2 in May 2018, the highest since December 2017. This is the 11th consecutive month that the
manufacturing PMI remained above the 50-point mark. The reading above 50 on index denotes expansion and
less than that indicates contraction in activities.
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Purchasing Managers’ Index (PMI)
PMI is an indicator of business activity-both in the manufacturing and services sectors. It is a survey-based
measure that asks respondents about changes in their perception of some key business variables from month
before. It is calculated separately for manufacturing and services sectors and then composite index is
constructed.
Implications for economy
PMI is usually released at start of month, much before most of official data on industrial output, manufacturing
and GDP growth is made available. It is, therefore, considered as good leading indicator of economic activity.
Manufacturing growth measured by PMI is considered good indicator of industrial output.
Index of Eight Core Industries register 3.6% growth in May 2018
Why in news?
According to Index of Eight Core Industries released
by Ministry of Commerce and Industry, the growth of
eight core infrastructure industries has dropped to 10month low of 3.6% in May 2018 due to decline in
production of crude oil and natural gas. This is the
lowest growth rate since July 2017 when eight core
infrastructure industries had expanded by 2.9%. The
growth rate recorded in April 2018 stood higher at
4.6%. In April and May 2018, the eight industries
recorded 4.1% growth compared to 3.3% in same
period in 2017.
Sector wise breakaway in May 2018
Core industries
Core industries can be defined as main or key industries of the economy. In most countries, these particular
industry are backbone of all other industries. In India, there are eight core sectors comprising of coal, crude oil,
natural gas, petroleum refinery products, fertilisers, steel, cement and electricity. The eight infrastructure
sectors, constitute 40.27% of the total index of industrial production (IIP).
Revised weightage in core sectors
Petroleum Refinery production (weight: 28.04%), Electricity generation (19.85%), Steel production (17.92%),
Coal production (10.33%), Crude Oil production (8.98%), Natural Gas production (6.88%), Cement
production (5.37%), Fertilizers production (2.63%).
Global Innovation Index (GII)
Why in news?
In recently released Global Innovation Index (GII) 2018, India was ranked 57 th among 130 countries. It was
11th edition of GII and was jointly released by Cornell University, INSEAD and World Intellectual Property
Organisation (WIPO). This year, India has moved up 3 places as compared to 60th rank in GII 2017 and
emerged as top-ranked economy in Central and South Asia.
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Key Highlights
India
India has maintained its top place in central and south Asia region. It has consistently moving up on global
ranking from 81st in 2015 to 57th this year. In fact, it has climbed up the list third year in row. It ranked at 66th
position in 2016 and 60th last year.
Strengths
These indicators have helped India to improve its
ranking. It includes India‘s human capital (graduates
in science & engineering), growth rate of GDP per
worker, exports of information and communication
technology (ICT) and services, productivity growth
and creative goods exports etc.
Weakness
India has fared badly on indicators such as ease of
starting business, political stability and safety, overall education and environmental performance.
Global Innovation Index (GII)
The GII global ranking is published by World Intellectual Property Organisation (WIPO) – a
specialized agency of United Nations in association with Cornell University and graduate
business school INSEAD. It ranks nations based on 80 indicators, ranging from intellectual
property filing rates to R&D, online creativity, mobile application creation, computer
software spending, education spending, scientific & technical publications and ease of
starting business. India‘s Confederation of Indian Industry (CII) is one of the knowledge
partners which assists GII team in bringing out the annual ranking. GII is published annually
since 2007 and is considered leading benchmarking tool for business executives, policy
makers and others seeking insight into state of innovation around the world. It is being used
by them to evaluate progress on continual basis.
India becomes world’s 6th largest economy in 2017
Why in news?
According to updated World Bank figures on GDP of
countries for 2017, India has become world‘s sixth-biggest
economy surpassing France to seventh place. India‘s gross
domestic product (GDP) amounted to $2.597 trillion at the
end of 2017, as against $2.582 trillion for France.
Top largest economies
At end of 2017, United States was world‘s largest economy
with size of US $19.39 trillion, followed by China (US $12.23
trillion) at the second place. Japan (US $4.87 trillion) and
Germany (US $3.67 trillion) are at third and fourth places,
respectively. Britain is still world‘s fifth-biggest economy with a GDP of $2.622 trillion.
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Per capita GDP
India, with population of around 1.34 billion is poised to become world‘s most populous nation, whereas
France‘s population stands at 67 million. This means India‘s per capita GDP will continue to amount to just
fraction of that of France which is still roughly 20 times higher.
India’s economy Growth
India has grown at seven-quarter high of 7.7% in the three months ended March 2018, helped by higher
government spending and investment. Manufacturing and consumer spending were main drivers of Indian
economy in 2017.
5th largest economy
India has doubled its GDP within decade and is expected to power ahead as key economic engine in Asia, even
as China economy is slowing down. In near future India is also expected to surpass fifth largest economy
United Kingdom.
Background
According to International Monetary Fund (IMF), India is projected to grow at 7.4% in 2018 and 7.8% in
2019, mainly boosted by household spending and tax reform. This compares to world‘s expected average
growth of 3.9%. Besides, London-based Centre for Economics and Business Research has predicted that in
future, India will overtake both Britain and France in terms of GDP and has good chance of becoming world‘s
third-biggest economy by 2032.
Index of Industrial Production (IIP)
Why in news?
According to the data released by the Central Statistics Office (CSO), factory output measured in terms of the
Index of Industrial Production (IIP) has slipped to seven-month low of 3.2% in May 2018. It was mainly due to
sluggish performance of manufacturing and power sectors coupled with poor offtake of fast moving consumer
goods (FMCG).
Besides, IIP was revised down to 4.8% in April 2018 from previous estimates of 4.9%. During April-May
2018, the IIP had recorded growth of 4.4% as compared to 3.1% in same period year ago. The IIP had
expanded by 2.9% in May 2017 and previous low was 1.8% in October 2017.
Manufacturing sector
It grew by just 2.8%, marginally up from 2.6% in the corresponding period last year.
Power generation growth
It decelerated sharply to 4.2% as compared to a high of 8.3% year ago.
Mining sector output
It recorded an impressive growth of 5.7% as against 0.3% in May last year.
FMCG sector
It was the worst performer among user based goods segment, as its output declined by 2.6% as against a
growth of 9.7% year ago.
Use-based classification
Its growth rates in May 2018 over May 2017 are 5.7% in primary goods, 7.6% in capital goods, 0.9% in
intermediate goods and 4.9% in infrastructure/construction goods. The consumer durables and have recorded
growth of 4.3% in the month under review.
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Index of Industrial Production (IIP)
IIP is composite indicator that measures short-term changes in volume of production of
basket of industrial products during given period with respect to chosen base period. It is
compiled and published monthly by Central Statistical Organization (CSO), Ministry of
Statistics and Programme Implementation.
Base year: CSO had revised base year of IIP from 2004-05 to 2011-12 in May 2017 to
capture structural changes in economy and improves quality and representativeness of
indices. The revised IIP (2011-12) reflects changes in industrial sector and also aligns it with
base year of other macroeconomic indicators like Wholesale Price Index (WPI) and Gross
Domestic Product (GDP).

Sector wise items and weightages
It covers 407 item groups. Sector wise, the items included falls into 3 categories viz. Manufacturing (405
items), Mining (1items) & Electricity (1 item). The weights of three sectors are 77.63%, 14.37%, 7.9%
respectively. The revised combined weightage of eight core Industries in the IIP is 40.27%.
Global Optimism Index
Why in news?
India was ranked 6th in the global optimism index with business optimism tepid in second quarter (Q2) of
2018. The index was released as part of Grant Thornton‘s International Business Report (IBR), a quarterly
global business survey. The report was based on results of quarterly global business survey of 2,500 businesses
in 32 economies.
Highlights of report
The global optimism index for Q2 of 2018 was topped by Indonesia followed by Netherlands, Austria,
Philippines and China. Globally business optimism has dropped from record high net 61% in Q1 2018 to net
54% in Q2 in 2018 and businesses are optimistic about increase in revenue. India was recently declared as 6th
largest economy by World Bank, surpassing France. However, higher twin deficits resulting in falling rupee
and rising crude oil prices and inflation continue to be reasons for sluggish business optimism in India.
Confidence of Indian businesses has been low since Q3 2017. In India also businesses are optimistic about an
increase in revenue but availability of skilled workforce remains a key constraint for growth and employment
expectations are low. Red tape and information, communications technology (ICT) infrastructure are main
concern for growth in India.
Kearney FDI Confidence Index
Why in news?
India has fallen out of top 10 destinations for Foreign Direct Investments (FDI) in terms of its attractiveness
according to 2018 Kearney FDI Confidence Index, in which it was ranked 11th, down from 8th in 2017 and
9th in 2016. The index was released by report published by global consultancy firm A T Kearney.
Highlights of Report
Fall in India‘s rankings may be due to teething troubles in implementation of goods and services tax (GST) and
Government‘s demonetisation decision in 2016. These policies may have deterred investors in the short term
as they have disrupted business activity and weighed on economic growth Several of India‘s reforms such as
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removing Foreign Investment Promotion Board (FIPB) and liberalising FDI limits in key sectors such as retail,
aviation, and biomedical industries have maintained India‘s high rankings in terms of FDI attractiveness.
In future, potential investors are likely to be cautious as they are monitoring political risks such as China
abolishing presidential term limits and upcoming general election in India. But sheer size of Chinese and
Indian markets, will continue to be draw for investors and they will remain highest-ranking emerging markets
on the index.
FDI Confidence Index
The index is annual analysis of how political, economic, and regulatory changes will likely affect FDI inflows
into countries in coming years. It is constructed using primary data from proprietary survey administered to
senior executives of world‘s leading corporations. Companies participating in survey have annual revenues of
$500 million or more.
Multidimensional Poverty Index-2018
Why in news?
The 2018 global Multidimensional Poverty Index was released
by the United Nations Development Programme (UNDP) and
the Oxford Poverty and Human Development Initiative (OPHI).
Key findings of MPI 2018
The global Multidimensional Poverty Index (MPI)-2018 covers
105 countries in total, which are home to 75 per cent of the
world‘s population, or 5.7 billion people. A total of 1.34 billion
people from 105 countries are multidimensionally poor i.e.
23.3% of the people living in these countries. They are deprived
in at least one-third of overlapping deprivations in health,
education, and living standards, lacking such things as clean
water, sanitation, adequate nutrition, or primary education. 83% of multidimensionally poor people (more than
1.1 billion people) live in either Sub-Saharan Africa or South Asia. Two-thirds of all MPI poor people (nearly
892 million) live in middle-income countries. Multidimensional poverty is much more intense in rural areas
than urban areas; globally there are 1.1 billion people living in multidimensional poverty in rural areas,
compared to 0.2 billion people living in multidimensional poverty in urban areas. About 612 million people –
46% of those who are multidimensionally poor – live in severe poverty, that is, they are deprived in at least
half of the weighted indicators in health, education, and living standards. Sub-Saharan Africa accounts for 56%
of world‘s severely poor.
In India, 271 million people moved out of poverty between 2005-06 and 2015-16, but the country still has the
largest number of people living in multidimensional poverty in the world (364 million people). Even so, India
has cut its poverty rate from 55% to 28% in ten years. After India, the countries with the largest number of
people living in multidimensional poverty are Nigeria (97 million), Ethiopia (86 million), Pakistan (85
million), and Bangladesh (67 million).
What is the global MPI?
The global Multidimensional Poverty Index (MPI) is an international measure of acute poverty covering over
100 developing countries. It complements traditional income-based poverty measures by capturing the severe
deprivations that each person faces at the same time with respect to education, health and living standards. The
MPI measures multiple deprivations in the same households in education, health and living standards and 10
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indicators, namely nutrition, child mortality, years of schooling, school attendance, sanitation, cooking fuel,
drinking water, electricity, housing and assets.
A person is identified as multi dimensionally poor (or ‗MPI poor‘) if deprived in at least one third of the
dimensions. The MPI is calculated by multiplying the incidence of poverty (the percentage of people identified
as MPI poor) by the average intensity of poverty across the poor. So, it reflects both the share of people in
poverty and the degree to which they are deprived. The global MPI was developed by OPHI with the UNDP
for inclusion in UNDP‘s flagship Human Development Report (HDR) in 2010. It has been published in the
HDR ever since.
How MPI is better than Income Poverty?
As per World Bank, international poverty line is currently valued at $1.90 in terms of 2011 purchasing power
parity. Income allows people to meet basic needs but at a practical level we find income does not always
provide a sufficient representation of poverty.
 For example: People may be above the poverty line but still deprived of needs such as housing. So,
another way to measure poverty is to measure it directly in terms of the ability to meet a number of
basic human needs such as access to housing, healthcare, sanitation and education. This is a
multidimensional approach.
From this perspective, income is the means to ends, while the ends themselves are the satisfaction of basic
human needs. The multidimensional approach has a direct focus on the ends.
Limitations of the MPI
The indicators include both outputs, such as years of schooling, and inputs, such as cooking fuel. It also
includes both stock and flow indicators. A stock indicator is measured at a particular point in time, and it may
have accumulated in the past. On the contrary, a flow indicator is measured per unit of time. Surveys do not
have flow indicators for all dimensions. The health data are relatively weak and overlook some groups‘
deprivations especially for nutrition, though the patterns that emerge are plausible and familiar. For example,
in many countries there is no nutritional information for women. In other countries, there is no nutritional
information for men, in others still, for children.
Although the MPI indicators were selected in order to guarantee as much cross-country comparability as
possible, indicators‘ comparability is still imperfect for two reasons.
 As detailed above in the case of nutrition, the information differs across the surveys used.
 Even when they collect the same information, the minimum acceptable standards on certain indicators,
such as some of the living standard ones, may vary greatly according to the culture.
Intra-household inequalities may be severe, but, for the moment, these cannot be reflected in the global MPI,
precisely because there is no individual-level information for all the indicators. While the MPI goes well
beyond a headcount ratio to include the intensity of poverty experienced, it does not measure the depth of
poverty—how far away, on average, from the deprivation cut-off in each indicator poor people are. Nor does it
measure inequality among the poor—how deprivation is distributed among the poor. The estimates presented
are based on publicly available data and cover various years between 2005 and 2015, which limits direct crosscountry comparability.
The Oxford Poverty and Human Development Initiative (OPHI) is an economic research centre within the
Oxford Department of International Development at the University of Oxford. OPHI aims to build and
advance a more systematic methodological and economic framework for reducing multidimensional poverty,
grounded in people‘s experiences and values. OPHI works towards this by:
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 Broadening poverty measurement.
 Improving data on poverty
 Building capacity
 Impacting policy
OPHI‘s work is grounded in Amartya Sen‘s capability approach. OPHI works to implement this approach by
creating real tools that inform policies to reduce poverty.
The MPI measures
Incidence of poverty: the proportion of the population who are poor according to the MPI (those who are
deprived in at least one third of the weighted indicators). Average intensity of poverty: the average share of
deprivations people experience at the same time.
MPI value
The MPI value, which ranges from zero to one, is calculated by multiplying the incidence of poverty by the
average intensity of poverty. It shows the proportion of deprivations that a countries‘ poor people experience
out of the total possible deprivations that would be experienced if every person in the society were poor and
deprived in every indicator.
Why are there such wide discrepancies between MPI poverty estimates?
The MPI complements income poverty measures. It measures various deprivations directly. In practice,
although there is a clear overall relationship between MPI and $1.90/day poverty, the estimates do differ for
many countries. Possibilities can include public services, as well as different abilities to convert income into
outcomes such as good nutrition. The fact that there are differences does not mean that the national poverty
number, or the MPI headcount is wrong – these simply measure different conceptions of poverty. At the same
time, just as national poverty measures, in contrast, are designed to reflect the national situation more
accurately and often differ in very useful ways from the $1.90 measure, some countries may wish to build a
national multidimensional poverty index that is tailored to their context, to complement the global MPI. The
relationship between these measures, as well as their policy implications and methodological improvement, are
priorities for further research.
What’s new in MPI-2018?
The new global MPI has changes in five of the ten indicators from the original MPI: nutrition, child mortality,
and years of schooling, housing and assets. The new threshold for nutrition includes BMI (Body Mass Index)for-age, and stunting as well as underweight for children. For child mortality, it considers whether a child has,
sadly, perished in the household in the last five years preceding the interview date. For years of schooling, the
new threshold requires six years, rather than five years, of schooling. A household is deprived in the housing
indicator if the floor is made of natural materials; or the roof or walls are made of natural or rudimentary
materials. Finally, the assets indicator now includes ownership of computers and animal carts.
MPI 2018 have been revised to better align with the SDGs
The MPI shows how deprivations related to SDGs 1,2,3,4,6,7, and 11 are concretely interlinked in poor
people‘s lives. The global MPI reflects deprivations each person faces in multiple SDG areas – education,
water and sanitation, health, housing, etc. Connecting to at least seven SDGs, the MPI brings many concerns
together into one headline measure. And, since people are MPI poor if they are deprived in one-third of the
weighted indicators, the MPI focuses on people who are being left behind in multiple SDGs at the same time.
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Human Development Index
Why in news?
India‘s ranking in UN‘s Human Development Index (HDI) went up by one from last year, to 130th among 189
countries, released by the United Nations Development Programme (UNDP).
Facts on Index
Within South Asia, India‘s HDI value is above the average of 0.638 for the region, with Bangladesh and
Pakistan, countries with similar population size, being ranked 136 and 150, respectively. Between 1990 and
2017, India's HDI value increased from 0.427 to 0.640, an increase of nearly 50 per cent and an indicator of the
country's remarkable achievement in lifting millions of people out of poverty putting the country in the
medium human development category. India‘s life expectancy increased from 57.9(1990) to 68.8(2017).
India‘s per capita income in PPP terms saw an increase of a 267% from $1,733 to $6,353 between 1990 and
2017. Expected years of schooling went up from 7.6 years (1990) to 12.3 years (2017). Development hasn‘t
been spread evenly, with India‘s income inequality the highest at 18.8% – compared to 15.7% for Bangladesh
and 11.6% for Pakistan. In fact, when corrected for inequality India‘s HDI value falls by 26.8% to 0.468.
Outcome for India
Most of the improvements have flowed to the top of the social pyramid while those at the base have only just
been lifted out of poverty. Middle class hasn‘t grown as much as it should have, while small and medium
enterprises have failed to transfer the agrarian workforce to manufacturing. Inequality remains a challenge for
India as it progresses economically, though the Government of India and various state governments have,
through a variety of social protection measures, attempted to ensure that the gains of economic development
are shared widely and reach the farthest first. In India, women remain significantly less politically,
economically and socially empowered than men. For instance, women hold only 11.6 percent of parliamentary
seats, and only 39 percent of adult women have reached at least a secondary level of education as compared to
64 percent males. Female participation in the labour market is 27.2 percent compared to 78.8 percent for men.
Deteriorating air quality in major Indian cities and its impacts on human health are also worrying. India also
has one of the largest number of people in the world living on degraded land.
Ease of Living Index
Why in News?
Pune is the best city to live in India, while Delhi is among the worst cities in terms of economic prospects,
according to the Ease of Living Index rankings published by the Union Ministry of Housing and Urban affairs.
About Ease of Living Index
It is an effort to assess the Ease of Living standards of 111 Indian cities against global and national
benchmarks, which includes cities identified under the Smart Cities Mission, capital cities and a few more
cities with a population of over 1 million. It seeks to assist cities in undertaking a 360-degree assessment of
their strengths, weaknesses, opportunities, and threats. It captures the breadth of the quality of life in cities
across 4 pillars and 15 categories using 78 indicators, of which 56 are core indicators and 22 are supporting
indicators. The core indicators measure those aspects of ease of living which are considered ‗essential‘ urban
services. The supporting indicators are used to measure adoption of innovative practices which are considered
desirable for enhancing ease of living.
How Ease of Living Index is helpful?
It improves cities' decision making and ensure efficient allocation of resources based on gap areas. It enhances
the quality and comparability of data collection. It identifies best models for achieving the desired

© Smart Leaders IAS

www.smartleadersias.com

Economy

125

transformation in ease of living, by enabling learnings across cities over time. It improves the quality of
electoral discourse and improve accountability of elected representatives at the city level and serves as a basis
for dialogue between citizens and urban decision makers. It will encourage all cities to move towards an
"outcome-based" approach to urban planning and management towards sustainable urbanization and promote
healthy competition among cities. It catalyses actions to achieve broader development outcomes including the
Sustainable Development Goals and improving the quality of life in Indian Cities. Of the 17 SDG goals, 8
goals are directly linked to India‘s ease of living assessment framework with SDG 11 (make cities and human
settlements inclusive, safe, resilient and sustainable). It assesses the outcomes achieved from various urban
policies and schemes.
Andhra Pradesh has topped the chart in the 'Ease of Living Index' rankings among the states under the Atal
Mission for Rejuvenation and Urban Transformation (AMRUT), followed by Odisha and Madhya Pradesh.
Atal Mission for Rejuvenation and Urban Transformation (AMRUT) focuses on providing basic civic
amenities like water supply, sewerage, urban transport, parks. The emphasis of the mission is on infrastructure
creation that has a direct link to quality of urban life.
S&P BSE Private Banks Index
Why in news?
Asia Index Pvt Ltd has launched S&P BSE Private Banks Index to measure the performance of private banks.
Asia Index Pvt Ltd is a joint venture between S&P Dow Jones Indices and BSE Ltd.
S&P BSE Private Banks Index
This index is designed to provide market participants with transparent and rules-based benchmark that
measures performance of private banks listed in India. It draws from constituents of S&P BSE Finance Index.
Only common stocks classified as banks by BSE Sector Classification model and that are not classified under
BSE scrip category as Public Sector Undertaking (PSU) are eligible for this index. The index will be calculated
in Indian Rupees and US Dollar in real-time by BSE, Asia‘s oldest exchange.
Government launches Financial Inclusion Index
Why in news?
Union Minister of Finance and Corporate Affairs Arun Jaitley launched Financial Inclusion Index in New
Delhi. It was launched after his Annual Performance Review Meeting with CEOs of Public Sector Banks
(PSBs).
Financial Inclusion Index (FII)
The annual FII will be released by Department of Financial Services (DFS), Ministry of Finance. It will be
measure of access and usage of basket of formal financial products and services that includes savings,
remittances, credit, insurance and pension products.
The index has three measurement dimensions (i) Access to financial services (ii) Usage of financial services
and (3) Quality. It will serve as single composite index that will give snap shot of level of financial inclusion
which will guide Macro Policy perspective.
Significance of index
Its various components will help to measure financial services for use of internal policy making. It can be used
directly as composite measure in development indicators. It will also enable to fulfil G20 Financial Inclusion
Indicators requirements. It will also facilitate researchers to study the impact of financial inclusion and other
macro-economic variables.
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Global Competitive Index 4.0
Why in news?
Recently, World Economic Forum released Global Competitive Index 4.0,
under Global Competitive Report 2018.
About Global Competitive Index (GCI) 4.0
It is a composite indicator that assesses a set of factors that determine an
economy's level of productivity widely considered as the most important
determinant of long-term growth.
Key Findings
In the index U.S. toped the position, followed by Singapore and Germany at
the second and the third positions respectively. Among the BRICS
economies, China topped the list at 28th place with a score of 72.6, ahead of India (score of 62.0, ranked 58th),
the Russian Federation (65.6, 43rd), South Africa (60.8, 67th), and Brazil (59.5, 72nd).
Observations for India and its neighbouring countries
India, remained the South Asia's main driving force for competitiveness and its rank rose by five places from
2017, the largest gain among G20 economies. Top performers in the upper and lower middle-income brackets,
such as China and India, are catching up with or even outperforming the average among high-income
economies.
India ranked 28th on government’s adoption of e-payments in 2018
Why in news?
India was ranked 28th among 73 countries in 2018 Government e-Payments Adoption Ranking (GEAR). India
has jumped by eight positions in this ranking from 36th in 2011 which reinforces country‘s progress towards
digital transformation. Norway has topped 2018 GEAR list scoring 89.7 points in seven categories.
2018 GEAR
It is an Economist Intelligence Unit (EIU) global Index and benchmarking study commissioned by financial
services corporation Visa. It ranks governments by quantifying their e-payment capabilities based on various
indicators. It evaluates extent to which major countries around world have adopted e-payment systems, based
on digital platform. The ranking is based on seven parameters viz. Government-to-Citizen (G2C), Citizen-toGovernment (C2G), Business-to-Government (B2G), Government-to-Business (G2B) transactions,
infrastructure, socio-economic and policy environment.
India’s performance in 2018 GEAR
India leads B2G category, along with other countries like Australia, Singapore and South Korea. It also leads
in G2B category as well, along with four other countries. It was ranked third C2G category, along with four
other countries, while France and UAE has topped the list in this category. In G2C category, India still lags
behind at 25th place. It was also ranked very low at 58th position in infrastructure and socio-economic
categories. In the socio-economic category, India was ranked 60th out of 73 countries. In policy environment,
it was ranked low at 40th.
States’ Start-Up Ranking 2018
Why in News?
The Department of Industrial Policy and Promotion (DIPP) announced results of the first ever States‘ Start-up
Ranking 2018. Gujarat ranked the best performer and Karnataka, Kerala, Odisha, And Rajasthan are the top
performers.
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About State Start-up Ranking 2018
Government had launched this initiative in 2016 with the objective of encouraging States and Union Territories
to take proactive steps towards strengthening the Start-up ecosystems in their states. The methodology has
been aimed at creating a healthy competition among States to further learn, share and adopt good practices.
States have been identified as leaders across various categories such as Start-up policy leaders, incubation
hubs, seeding innovation, scaling innovation, regulatory change champions, procurement leaders,
communication champions, North-Eastern leader, and hill state leader.
The tools for ranking are –
 State and Union Territory Start-up Ranking Framework.
 Compendium of Good Practices for Promoting Start-ups in India.
 Start-up India Kit – It is a one- stop guide on all the benefits available to start-ups from the Startup
India initiative.
Start-up definition by government
Start-up means an entity, incorporated or registered in India not prior to seven years, with annual turnover not
exceeding INR 25 crores in any preceding financial year, working towards innovation, development,
deployment or commercialization of new products, processes or services driven by technology or intellectual
property.
Start-Ups in India
India is the third largest start up hub in the world with 20% of the start-ups emerging from tier 2 and tier 3
cities. The major start-ups in India comprise of tech based (close to 45%) and about 72% being young founder
below the age of 35 years. The growth drivers of the flourishing start-up ecosystem are – government focused
on policy start-ups, demographic dividend, rapid urbanisation, large number of internet users and India being
an emerging market.
World Development Report
Why In news?
Recently, World Bank released World Development Report with a theme The Changing Nature of Work.
Background
Since, Industrialization (18th century) there is concern of joblessness among individual as machine can replace
human from many routine task and ought to eliminate many low-skill jobs. However, they have created more
prosperity than they have destroyed. Technology through innovation, generates new sectors and new tasks,
which provides opportunities to create new jobs, increase productivity, and deliver effective public services.
Finding of the report
Using digital technologies, entrepreneurs are creating global platform–based businesses that differ from the
traditional production process in which inputs are provided at one end and output delivered at the other. There
is an increasing demand for three types of skills i.e advanced cognitive skills such as complex problemsolving, socio-behavioral skills such as teamwork, and skill combinations that are predictive of adaptability
such as reasoning and self-efficacy. There is a shift in employment from manufacturing to services in high
income countries while in some developing countries, it‘s increasing in manufacturing sector. A large number
of workers remain in low-productivity jobs, often in informal sector firms whose access to technology is poor.
Inequality of opportunity or a mismatch between available jobs and skills, can lead to migration or societal
fragmentation. eg: Europe Refugee Crisis etc. Inefficient Social Security Structure of Developing Countries
found that systems that depend on contributions from employers and employees, to finance old-age security,

© Smart Leaders IAS

www.smartleadersias.com

128

Prelims Current Affairs - 2019

are not a good fit for developing countries. Digital economy is making it easier for corporations to avoid
taxation, as it‘s easier to shift profits to low-tax jurisdictions.
Suggestion in report to Improve Human Capital
Investing in human capital, particularly early childhood education, to develop high-order cognitive and sociobehavioral skills in addition to foundational skills. A guaranteed social minimum (Universal basic income) and
strengthened social insurance, complemented by reforms in labor market rules in some emerging economies is
must for developing a just and equitable society. Creating fiscal space for public financing of human capital
development and social protection by imposing property taxes in large cities, excise taxes on sugaror tobacco,
carbon taxes etc to increase a government‘s revenue. Optimizing taxation policy and improving tax
administration to increase revenue by eliminating the tax avoidance techniques used by firms to increase their
profits. Developing countries will need to take rapid action to ensure they can compete in the economy of the
future and harness the benefits of technological disruptions.
Human Capital Index
Why in News?
Recently, first Human Capital Index (HCI) was released by World Bank.
About HCI
The HCI measures the amount of human capital that a child born today can expect to attain by age 18. It
conveys the productivity of the next generation of workers compared to a benchmark of complete education
and full health. HCI is part of the World Development Report (WDR). As part of this report, the World Bank
has launched a Human Capital Project (HCP). Human Capital Project (HCP) is a program of advocacy,
measurement, and analytical work to raise awareness and increase demand for interventions to build human
capital. The HCP has three components:
 Cross-country metric—the Human Capital Index (HCI).
 Program of measurement and research to inform policy action.
 Program of support for country strategies to accelerate investment in human capital.
Finding
Global Performance: Singapore topped the list while, India was placed at 115th position out of 157 countries,
lower than neighboring Nepal, Sri Lanka, Myanmar and Bangladesh. State Of Human Capital In India
 Human Capital Index: A child born in India today will be 44 % as productive when she grows up as
she could be if she enjoyed complete education and full health.
 Probability of Survival to Age 5: 96 out of 100 children born in India survive to age 5.
 Expected Years of School: In India, a child who starts school at age 4 can expect to complete 10.2
years of school by her 18th birthday.
 Harmonized Test Scores: Students in India score 355 on a scale where 625 represents advanced
attainment and 300 represents minimum attainment.
 Learning-adjusted Years of School: Factoring in what children actually learn, expected years of school
is only 5.8 years.
 Adult Survival Rate: Across India, 83 % of 15-year olds will survive until age 60. This statistic is a
proxy for the range of fatal and non-fatal health outcomes that a child born today would experience as
an adult under current conditions.
 Healthy Growth (Not Stunted Rate): 62 out of 100 children are not stunted. 38 out of 100 children are
stunted, and so at risk of cognitive and physical limitations that can last a lifetime.
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MISCELLANEOUS
India’s first Mobile Open Exchange zone inaugurated at Noida
Why in news?
Prime Minister Narendra Modi laid the foundation stone of country‘s first Mobile Open Exchange (MOX)
zone in Noida, Uttar Pradesh. UP government had signed MoU with World Trade Centre, Noida at UP
Investors Summit to develop Tech Zone which will act as catalyst for growth of mobile and allied sectors in
the state.
Mobile Open Exchange (MOX) zone
MOX will be dedicated ecosystem for mobile industry, providing integrated platform to mobile manufacturers,
research and development (R&D) and allied industries. It brings service providers, handset manufacturers,
mobile content, application and service providers, retailers and distributors at one place which promotes
indigenous R&D in hardware and start-ups in app development and other domains of the industry. This unique
zone will play pivotal role in attracting investment and area will reap huge benefits from it. The ecosystem will
channelize foreign direct investment (FDI) and generate revenues from consumption-based and destinationbased taxes. Moreover, its proximity to universities will strengthen industry-academia relations and provide
them opportunity to work together in R&D. Chinese company already has set up its manufacturing facility in
WTC Noida complex and directly and indirectly employs over 15,000 people.
World Bank launches world’s first blockchain bond
Why in news?
The World Bank launched world‘s first public blockchain bond named bond-i created, allocated, transferred
and managed by using blockchain technology. Bond-i is an acronym standing for Blockchain Offered New
Debt Instrument and also refers to tourist famous Bondi Beach in Sydney, Australia. Funds raised from this
bond will go towards sustainable development initiatives.
Bond-i
Bond-I is Ethereum blockchain bond denominated in Australian dollars, making it Kangaroo bond (referring to
foreign bonds issued in Australia in local currency). World Bank had chosen Commonwealth Bank of
Australia (largest bank in Austria) was chosen as sole arranger for this bond. The bond has two-year maturity
and had raised Australian $100 million (US$73.16 million) after its issuance. It was issued and distributed on
blockchain platform that runs on an on private Ethereum network managed and operated by CBA and World
Bank. Funds raised through it will go towards endeavours tied to World Bank‘s Reconstruction and
Development division for sustainable development initiatives.
Background
World Bank has often been at forefront of financial innovation. It had issued the first globally traded and
settled bond in 1989 as well the first electronic bond in 2000. The launch of blockchain operated bond is of
part of World Bank‘s broader strategic focus to harness potential of latest technologies. It had established
Blockchain Innovation Lab in June 2017 to understand impact of blockchain and other disruptive technologies
and harness their potential applications.
Blockchain Technology
Blockchain is decentralized incorruptible digital ledger for storing data across peer-to-peer network. It
decentralizes information without it being copied. Information is held on blockchain through shared database
which can be accessed on real-time basis. This database is not stored on physical servers but on cloud, which
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makes it easy to store unlimited data. Blockchain technology is not controlled by any single entity and has no
single point of failure. It is transparent and incorruptible. It is kind of self-auditing ecosystem of digital value
and blockchain network automatically checks every transaction that happens in it.
The most popular application of technology so far has been cryptocurrency. But it is not limited to, financial
transactions and can be also used in smart contracts, supply chain management logistics, sharing economy,
crowd funding, governance, file storage and date management and Internet of Things (IoT).
G20 Digital Economy Ministerial Meeting held in Salta, Argentina
Why in news?
The G20 Digital Economy Ministerial Meeting was held in Salta, Argentina from 23 to 24 August, 2018. It
took place as part of Sherpa Track for 2018 G20 Leaders‘ Summit, which is to be hosted by Argentina by end
of 2018. The theme of the meeting was ‗Building consensus for fair and sustainable development‗. Its three
key issues for the agenda were future of work, infrastructure for development, and sustainable food future. It
concluded with adaptation of declaration that reflects G20‘s commitment towards promoting policies and
actions that catalyze digital transformations.
Key Facts
The meeting was attended by 33 heads of delegation- ministers, senior officials and representatives from
invited countries and international organizations like EU, UNCTAD, ITU etc. India was represented by Union
Minister for Electronics and IT & Law and Justice Ravi Shankar Prasad. The participating delegates
deliberated upon efforts to create conditions that help governments, private sector and civil society maximize
benefits and confront challenges posed by technological progress. The other focus areas which were also
deliberated included digital inclusion in particular gender divide, digital government, digital infrastructure and
measuring digital economy. Participating G20 member nations agreed to promote policies that will contribute
to bridging all forms of digital divide with special attention to digital gender divide. They also agreed to
promote digital government and digital infrastructure, strengthen digital skills of workforce, deepen analysis
towards digital economy measurement and to share experiences and lesson learned.
G20
Group of Twenty (G20) is premier forum for international economic cooperation and
decision-making. It is a forum for governments and central bank governors from 20 major
economies to focus on economic issues and other important development challenges. The
G20 comprises of total 19 countries plus European Union (EU), representing 85% of global
GDP, 80% of international trade, 65% of world‘s population. Its members include Australia,
Argentina, Brazil, Canada, China, India, France, Germany, Indonesia, Italy, Japan, South
Korea, Mexico, Saudi Arabia, Russia, Turkey, South Africa, UK, US and EU. It was started
in 1999 as meeting of Finance Ministers and Central Bank Governors in the aftermath of the
South-east Asian (Tiger economies) financial crisis. It was established for studying,
reviewing, and promoting high-level discussion of policy issues pertaining to the promotion
of international financial stability. In 2008, the first G20 Leaders‘ Summit was held in
Washington DC, US. Prior to this, it was merely forum for meeting of Finance Ministers and
Central Bank Governors. The group has played key role in responding to the global financial
crisis.
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China pledges $60 billion of financial assistance to Africa
Why in news?
China has pledged $60 billion of financial assistance to Africa bolster industry, counter hunger, and enhance
security in the continent. It was announced by Chinese President Xi Jinping in his inaugural address at third
Forum on China-Africa Cooperation (FOCAC) held in Beijing. FOCAC is an official forum between China
and all states in Africa (except Eswatini). It was started as Ministerial Conference in 2000 in Beijing and since
then it is held triennially in China and Africa alternatively.
2018 FOCAC Highlights
Eight focal areas of funding were mentioned that would premise emergence of China-Africa community with
shared future in the new era. Energy, transport, telecommunications and tapping crossborder water resources
will be China‘s priority in this next phase of Africa‘s infrastructural forays.
China‘s will also help to set up additional economic and trade cooperation zones to promote industrialisation in
Africa. It will also encourage local currency settlements, instead of hard currency usage to settle transactions.
It will also support Africa to achieve general food security by 2030.
China also flagged its intent to bolster security in the continent. It will set up peace and security fund in
partnership with Africa. It will also support countries in Sahel region and others bordering piracy ridden Gulf
of Aden and Gulf of Guinea apart from providing military aid to African Union. 50 China-Africa security
assistance programmes will be launched under flagship Belt and Road Initiative (BRI). China has already
established naval base in Djibouti on the edge of the strategic Gulf of Aden, which links the Red Sea and
Arabian Sea.
China-Africa Green Envoys Programme will be launched to strengthen Africa‘s capacity for environmental
management, pollution prevention and control, as well as green development. China-Africa environmental
cooperation centre will also be set up where research on environmental issues will be conducted.
For financing, China will nudge African countries to tap new multilateral lenders such as Asian Infrastructure
Investment Bank (AIIB), New Development Bank (NDB) of emerging economies as well as Silk Road Fund
marshalled by China. Out of $60 billion offered, China will disburse $15 billion as aid, interest-free loans and
concessional loans, $20 billion as credit line, channel $10 billion into special fund for China-Africa
development and $5 billion special fund will be set up only for African imports.
Government receives Rs. 3,000 crore from MNCs that have entered into APAs
Why in news?
Union Government has received Rs. 3,000 crore of additional tax from MNCs that have entered into advance
pricing agreements (APAs) with it over last five years and also has eliminated big source of tax litigation. It
was revealed in recently released annual report on advance pricing agreements (APAs) for FY18 by Central
Board of Direct Taxes (CBDT).
Key Highlights of report
219 APAs signed by CBDT has resulted in MNCs accepting extra income of Rs 10,000 crore, translating into
tax of Rs 3,000 crore. Between FY06 and FY15, around Rs. 2.6 lakh crore were added by taxman to income of
MNCs through what are called ‗transfer pricing adjustments‘, and many of these have been settled by using
APAs. The rate of completing APAs pacts has slowed down in FY18 compared to year ago. CBDT had signed
88 APAs in FY17 and it has now come down to 67 in FY18. One of the reasons for dip was increasing
complexity of cases, which required more time for analysing relevant international transactions. Shortage of
manpower at level of additional or joint commissioners and deputy or assistant commissioners in APA teams
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also has slowed down processing of applications. At the end of FY 17, there were 684 APA applications under
process compared with 985 filed since launch of programme.
Despite slowing, India has outperformed China in finalising APAs in last five years. Compared to its 219
APAs since FY14, China managed to sign only 139 APAs in 12 years between 2005 and 2016. Of 58 unilateral
APAs entered into in FY 17, 40 have associate enterprise of Indian applicant based in US, followed by UK
with 22 applications.
Advance Pricing Agreement
APAs are primarily aimed at avoiding transfer pricing disputes arising from cross-border transactions
undertaken by MNCs. Through these agreements, tax department and companies seek to resolve transfer
pricing disputes in advance before the cross-border related party transaction actually takes place. Its provision
was introduced in Income-tax Act, 1961 in 2012 and Rollback provisions to it were introduced in 2014.
Benefits
APAs provide certainty to taxpayers in domain of transfer pricing by specifying methods of pricing and setting
prices of international transactions in advance. It gives certainty to MNCs that agree on certain principles in
valuation of their cross-border transactions. It also provides them with alternate dispute resolution mechanism
with respect to transfer pricing. It helps in determining arm‘s length price of international transactions in
advance for max period of 5 future years. It also strengthens Government‘s resolve of fostering non-adversarial
tax regime. It also has significantly contributed towards improving ease of doing business in India and has
been appreciated nationally and internationally for being able to address complex transfer pricing issues in a
fair and transparent manner.
National Digital Communications Policy- 2018
Why in News?
Recently, Union Cabinet approved the National
Digital Communications Policy-2018 (NDCP-2018)
and re-designated Telecom Commission as the
―Digital Communications Commission‖.
Need of the new policy
NDCP– 2018 has been formulated to cater to the
needs of modern technological advancements in the
Telecom Sector such as – 5G, IoT, Machine to
Machine (M2M) learning, etc. that required a
‗customer focused‘ and ‗application driven‘ policy for
the Indian Telecom Sector.
It seeks to overcome shortcomings of previous National Telecom Policy, 2012 in areas such as enhancing rural
teledensity, optical fibre network to gram Panchayats, minimum broadband speed, etc. This policy can form
the main pillar of Digital India by addressing emerging opportunities for expanding the availability of Telecom
services and also Telecom based services. Through NDCP-2018 government wants to focus on socioeconomic growth of the country with the help of the telecom sector instead of seeing it as source of revenue
generation.
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Strategies for Three Missions
1. Connect India
Establishing a ‗National Broadband Mission – Rashtriya Broadband Abhiyan‘ to secure universal broadband
access
 Implementation of the following broadband initiatives, to be funded through USOF and Public Private
Partnerships:
 BharatNet – Providing 1 Gbps to Gram Panchayats upgradeable to 10 Gbps
 GramNet – Connecting all key rural development institutions with 10 Mbps upgradeable to
100 Mbps
 NagarNet – Establishing 1 Million public Wi-Fi Hotspots in urban areas
 JanWiFi – Establishing 2 Million Wi-Fi Hotspots in rural areas
 Implementing a ‗Fibre First Initiative‘ to take fibre to the home, to enterprises and to key development
institutions in Tier I, II and III towns and to rural clusters.
 Establishment of a National Digital Grid by:
 Creating National Fibre Authority.
 Creating a collaborative institutional mechanism between Centre, States and Local Bodies for
Common Rights of Way.
 Other components include - Enabling Infrastructure Convergence of IT, telecom and broadcasting by
restructuring of legal, licensing and regulatory frameworks, creating a Broadband Readiness Index for
States/ UTs, facilitate the establishment of Mobile Tower Infrastructure etc.
Recognizing Spectrum as a key natural resource for public benefit to achieve India‘s socio-economic goals,
ensure transparency in allocation and optimise availability and utilization. Strengthening Satellite
Communication Technologies in India. This includes
 Revising licensing and regulatory conditions that limit the use of satellite communications, such as
speed barriers
 Optimise Satellite communications technologies in India, by reviewing SATCOM policy for
communication services, along with Department of Space, to create a flexible, technology-neutral and
competitive regime
 Making available new spectrum bands (such as Ka Band) for satellite based commercial
communication services.
 Develop an ecosystem for satellite
communications in India, with focus on:
Promoting participation of private players,
with due regard to national security and
sovereignty
Ensuring Inclusion of uncovered areas and digitally
deprived segments of society by channelizing the
Universal Service Obligation Fund (USOF). Ensuring
Customer Satisfaction, Quality of Service and
effective Grievance Redressal by establishing
Telecom Ombudsman and a centralised web-based
complaint redressal system, focusing on public health
and safety standards etc.
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2. Propel India
Catalysing Investments for Digital Communications sector by according Telecom Infrastructure the status of
Critical and Essential Infrastructure, reforming the licensing and regulatory regime to catalyse Investments and
Innovation.
Ensuring a holistic and harmonised approach for harnessing Emerging Technologies by creating a roadmap for
emerging technologies and its use in the communications sector, such as 5G, Artificial Intelligence,
Establishing India as a global hub for cloud computing, content hosting and delivery, recognizing Digital
Communications as the core of Smart Cities etc.
Focussing on R&D by creating a Fund for R&D in new technologies for start-ups and entrepreneurs,
Establishing Centres of Excellence, Fostering an Intellectual Property Rights regime that promotes innovation.
Local Manufacturing and Value Addition by Rationalising taxes, levies and differential duties to incentivize
local manufacturing of equipment, Introducing Phased Manufacturing Program for identified product
segments, Preferring domestic products and services with domestically owned IPR in the procurement by
government agencies etc. Other strategies include Capacity building, strengthening of PSUs, create a roadmap
for transition to Industry 4.0 by 2020 etc.
3. Secure India
Core strategies include establishing a strong, flexible and
robust Data Protection Regime, assuring Security of Digital
Communications by formulating a policy on encryption and
data retention, Instituting a sectoral Cyber Security
Incidence Response System (CSIRT). Developing a
comprehensive plan for network preparedness, disaster
response relief, restoration and reconstruction components of
which include –
 Framing and enforcing standard operating
procedures to be followed during disasters and
natural calamities,
 Enhancing the Public Protection and Disaster Relief
(PPDR) plan for India by:
 Facilitating the establishment of a Pan-India network for
 Public Protection and Disaster Relief (PPDR)
 Making necessary spectrum available for PPDR including by establishing INSAT satellite-based
mobile communication systems.
Concerns
Some of the major targets listed in the 2012 policy are still to be achieved. For example, the minimum
broadband speeds are set at 512 kbps at present even though the 2012 policy had envisaged minimum
broadband speeds of 2Mbps by 2015. Instead of delving into why these targets were missed and how things
can be improved, the National Digital Communications Policy 2018 lists out more and new targets. Further, it
neither spells out how it plans to achieve the stated objectives nor gives a specific timeframe to implement the
various proposals.
Significance
The essence of the NDCP lies in its innate vision to transform the face of India‘s ICT industry by leveraging
the principles of Design, Innovation and Creativity-led Entrepreneurship (DICE). It is praiseworthy to note that
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this policy focuses on end-to-end solutions along the entire ICT value chain under the core themes of ‗Connect
India, Propel India and Secure India‘. Overall, the vision is great and the policies are created with the best of
intent, however, we cannot fall behind this time around on the implementation front.
Telecom Commission (now Digital Communications Commission)
It was set up by the Government of India via resolution to deal with various aspects of Telecommunications.
The Telecom Commission is responsible for:
 Formulating the policy of Department of Telecommunications for approval of the Government;
 Preparing the budget for the Department of Telecommunications for each financial year and getting it
approved by the Government; & Implementation of Government's policy in all matters concerning
telecommunication.
6th East Asia Summit and 15th India-ASEAN Economic Ministers Meeting held in Singapore
Why in news?
The 6th East Asia Summit-Economic Ministers‘ Meeting (EAS-EMM) and 15th India-ASEAN Economic
Ministers‘ Meeting (AEM) was held in Singapore. Singapore is currently holding the Chair of Association of
Southeast Asian Nations (ASEAN).
6th EAS-EMM
It was attended by Economic Ministers from 10 ASEAN countries and their 8 dialogue partners – Australia,
China, India, Japan, Republic of Korea, New Zealand, Russia and United States. The meeting recognized
importance of ongoing work to maximize opportunities of and address challenges presented by digital
economy and rise of regional and global value chains as part of their efforts to promote economic growth and
integration in the region. EAS-EMM forum expressed hope that economic linkages among EAS members will
enable them to address challenges due to disruptions in macro-economy that could affect overall market
sentiments and global growth. It also took note of increasing importance of trade and investment relations
among the EAS economies. It also agreed to importance of keeping markets open and fair as well as improving
transparency and predictability of business environment.
15th India-ASEAN Economic Ministers’ Meeting (AEM)
The 6th EAS–EMM was followed by the 15th India-ASEAN Economic Ministers‘ Meeting. It was co-chaired
by Singapore‘s Minister for Trade and Industry Chan Chun Sing and India‘s Minister of Commerce and
Industry Suresh Prabhu,. The meeting attended by Economic Ministers from 10 ASEAN countries. It took
stock of current level of trade and economic engagement between India and ASEAN. It also reaffirmed
commitment to further strengthen ASEAN-India economic relations. ASEAN has emerged as second largest
trade partner of India in 2017-18 with bilateral trade valued at US $81.33 billion, comprising 10.58% of
India‘s total trade with the world.
International Women Entrepreneurs Summit 2018 held in Kathmandu
Why in news?
International Women Entrepreneurs Summit 2018 was held in Kathmandu, capital of Nepal from September 3
to 5, 2018. The summit was inaugurated by Vice President of Nepal Nanda Bahadur Pun. The theme of 3-day
summit was ―Equality begins with Economic Empowerment‖. It was organised by the South Asian Women
Development Forum.
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International Women Entrepreneurs Summit 2018
The main objective of the summit was to bring together achievers, women business leaders, professionals,
international service providers, resource organizations, experts, government representatives and other
stakeholders with a focus on innovative economic transformation through discussions and collaborations. It
had seen participation of delegates from SAARC, ASEAN, EU, Africa, Arab countries and China.
South Asian Women Development Forum (SAWDF)
SAWDF is an autonomous, nonprofit organization based in Kathmandu, Nepal. It was
granted the status of SAARC Recognized Body by 36th Session of SAARC Council
Ministers at 18th SAARC Summit held in Kathmandu in 2014. It is first SAARC Recognized
Body organisation working on women entrepreneurs issues. It represents national women
entrepreneurs‘ associations or organizations, institutions working towards economic issues of
women entrepreneurs in SAARC Region. Its membership is based on organizations with
extensive work around women‘s entrepreneurship.
Government doubles monetary limit for filing cases in DRT
Why in news?
Union Finance Ministry has doubled pecuniary limit to Rs. 20 lakh from Rs.10 lakh for filing loan recovery
application in Debt Recovery Tribunals (DRT) by banks and financial institutions. It means that bank or
financial institution or consortium of banks or financial institutions cannot approach DRTs if pecuniary limit
amount due is less than Rs 20 lakh. This move is aimed at helping reduce pendency of cases in DRTs.
Background
Banks and financial institutions‘ recovery of dues (loans) takes place on ongoing basis through legal
mechanisms, which inter-alia includes Securitization and Reconstruction of Financial Assets and Enforcement
of Security Interest (SARFAESI) Act, 2002; Recovery of Debts to Banks and Financial Institution (DRT) Act,
1993 and Lok Adalats. The borrowers of such loans continue to be liable for repayment even when the loans
have been removed from the balance sheet of the bank(s) concerned. To make recovery tribunals more
effective and to facilitate fast disposal of debt recovery cases, government has made several amendments in
different laws, including SARFAESI Act.
Debt Recovery Tribunals (DRT)
DRTs were first set up under Recovery of Debts Due to Banks and Financial Institutions Act
1993, also known as DRT Act. Under it, DRTs were established to facilitate debt recovery
involving banks and other financial institutions with their customers. Under existing norms,
DRT is supposed to dispose of matter referred to it within 180 days of receipt of application
and appeal can be filed against DRT order with Debt Recovery Appellate Tribunals
(DRATs). There are 39 DRTs and 5 DRATs functioning at various parts of the country.
Government launches e-Sahaj portal to facilitate security clearances of businesses
Why in news?
Union Ministry of Home Affairs (MHA) has launched e-Sahaj portal to facilitate individuals and private
companies in seeking security clearance for setting up businesses in certain sensitive sectors. The portal aims
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to bring greater transparency in according security clearances to business proposals relating to sensitive sectors
and geographical locations.
Background
MHA is nodal authority for granting security clearances in certain sensitive sectors before licence, permit,
permission, contract etc is issued to companies, bidders, individuals by respective administrative ministry. The
objective of national security clearance is to evaluate potential security threats, including economic threats and
provide risk assessment before clearing investment and project proposals in key sectors.
e-Sahaj portal
The portal will help to strike healthy balance between meeting imperatives of national
security and facilitating ease of doing business and promoting investment in the country, It
will facilitate applicant to submit application online and also to view its status from time to
time. The online portal will makesecurity clearance process standardised, faster, transparent
and easy to monitor. Thus it will help to facilitate ease of doing business and promoting
investment in the country
Employee’s State Insurance rolls out Atal Bimit Vyakti Kalyan Yojna
Why in news?
The Employee‘s State Insurance (ESI) has rolled out Atal Bimit Vyakti Kalyan Yojna for providing
unemployment allowance to workers rendered jobless due to changing employment pattern. It was announced
at 175th ESI Corporation meeting chaired by Union Labour Minister Santosh Gangwar in New Delhi.
Need
Atal Bimit Vyakti Kalyan Yojna was launched keeping in mind change in employment pattern. The current
scenario of employment in India has been transformed from long employment to fixed short term engagement
in the form of contract and temping. So, there was need to provide assistance to employees in case they get
unemployed for sometime and search new job.
Atal Bimit Vyakti Kalyan Yojna
It aims to financially support those who lost their jobs or rendered jobless for whatsoever
reasons due to changing employment pattern. Its beneficiaries will be insured persons
covered under Employees‘ State Insurance Act, 1948 for period of two years continuously.
Under it, relief will be payable in cash directly to bank account of insured persons in case of
unemployment. This financial assistance will be given to insured persons even while they
search for new engagement. Beneficiary insured workers will be paid money, from their own
contribution towards ESI scheme, in cash through bank account transfer.
Under this scheme, workers will be able to draw 47% of their total contributions towards
ESIC after remaining unemployed for at least three months from date of leaving their
previous jobs. They can choose to receive the cash at one go or in instalments. It will be
applicable to all factories and establishments employing at least 10 workers.
Employee’s State Insurance (ESI)
ESI is self-financing social security and health insurance scheme for Indian workers. It is autonomous
corporation by statutory creation under Ministry of Labour and Employment, Government of India. It is
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managed by Employees‘ State Insurance Corporation (ESIC) according to rules and regulations stipulated
there in the ESI Act 1948. It was founded in 1952 and is headquartered in New Delhi.
World Bank endorses Country Partnership Framework for India’s transition to high-middle income
nation
Why in news?
World Bank board has approved ambitious five-year Country Partnership Framework (CPF) for India that is in
line with Government of India‘s objectives of high, sustainable and inclusive growth. The framework is aimed
at supporting India‘s transition to higher middle-income country by addressing some of its key development
priorities resource efficient and inclusive growth, job creation and building human capital. The CPF was
preceded by systematic country diagnostic (SCD) that offered narrative about India‘s progress.
Need
India is well-positioned to become a high middle-income country by 2030 as it has posted incredible growth
and development over last several decades. India‘s fast-growing economy, global stature and unique
experience of lifting highest number of poor out of poverty in past decades has helped it to enter economic
transformation from low-middle income to high-middle income country.
CPF for India
CPF will be mainly based on three elements viz Government of India‘s development priorities, World Bank‘s
Systematic Country Diagnostic (SCD) for India, which presents its analysis of key challenges faced by India
and lastly, World Bank‘s comparative advantage and value proposition to support India. CFP will address key
themes including addressing climate change in support of India‘s national determined contributions on climate
change, gender gap focusing on women‘s economic empowerment and impact of technology changes for
bringing about economic transformation in India. CPF also incorporates lessons learned from last five years of
implementation of Country Partnership Strategy (CPS) FY13-17 which includes scarcity and inefficiency of
resources: land, water and air, disparities and divergence in the creation of jobs and inclusion across locations
and uneven state capability.
Significance
The framework recognizes that India has gone from low-income country status to low-middle income and now
India is entering economic transformation from low-middle income to high-middle income (country). It is
expected to bring financial support worth US $25-30 billion from World Bank‘s sister agencies such
International Bank for Reconstruction and Development (IBRD), International Finance Corporation (IFC) and
the Multilateral Investment Guarantee Agency (MIGA).
What is World Bank’s Country Partnership Framework (CPF)?
It is central tool of management and board for reviewing and guiding WBG‘s country programs and gauging
their effectiveness. It identifies key objectives and development results through which WBG intends to support
member country in its efforts to end extreme poverty and boost shared prosperity in sustainable manner. It
takes into consideration member country‘s vision of its development goals, which are laid out in poverty
focused national development strategy. The WBG and member country at first draw upon Systematic Country
Diagnostic (SCD) to develop CPF objectives together. Then CPF outlines selective and flexible program that
will help member country achieve CPF objectives.
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ADB approves US $150 million loan for establishing first multi-skills park in MP
Why in news?
Multilateral lender Asian Development Bank (ADB) will provide US $150 million loan for establishing first
Multi-skills Park in central Indian state of Madhya Pradesh. This new flagship GSP campus will be established
in state capital Bhopal from where about 20,000 people are expected to be benefited.
Global Skills Park (GSP)
The skills park will be equipped with international training facilities to enhance quality of Madhya Pradesh‘s
technical and vocational education and training (TVET) system. It will create more skilled workforce that
meets labour market needs of the state. ADB‘s assistance will help open up opportunities to the men and
women of Madhya Pradesh to gain high-level skills that increase their employability and capacity to contribute
to growth. It will also help in modernising 10 industrial training institutes across state by renovating training
infrastructure and upgrading skills courses to align with industry and market needs. It will also help to arrest
skills gap in Madhya Pradesh as it is expected to increase in the next six years, with incremental demand for
skilled workers projected to hit 5.6 million in 2024.
ADB will also administer US $2 million technical assistance grant from Japan Fund for Poverty Reduction,
financed by Government of Japan. It will help assist in preparation of operational guidelines and setting up of
GSP Society as well as in development of reform initiatives for industrial training institutes.
Background
Madhya Pradesh has one of the largest working-age populations in India with labour force expected to expand
from 48 million in 2016 to 56 million in 2026. However, many in this labour force donot have necessary skills
and training that can meet employment needs of state‘s emerging sectors. As per ADB, more than 55% of the
state‘s workforce is currently in agriculture, while 22% is in industry and 23% in services. The percentage of
people in workforce has undergone any formal vocational training is just 1.2%.
Poverty and Shared Prosperity 2018
Why in news?
World Bank has released its report on global poverty 'Poverty and Shared Prosperity 2018: Piecing Together
the Poverty Puzzle‘.
Notable Observations
The percentage of people living in extreme poverty (less than $1.90 a day) globally fell to a new low. In the 25
years from 1990 to 2015, the extreme poverty rate dropped an average of a percentage point per year – from
nearly 36% to 10%. But the rate dropped only one percentage point in the two years from 11% in 2013 to 10%
in 2015. More recently, South Asia has made impressive inroads against extreme poverty, helping to reduce
the global rate further. The number of poor in South Asia dropped to 216 million people in 2015, compared to
half a billion in 1990. Between 1990 and 2015, the world experienced a 25-percentage point drop in extreme
poverty against a 35 percentage-point drop in South Asia. This decline in extreme poverty is much faster than
in the rest of the world. Extreme poverty is becoming more concentrated in Sub-Saharan Africa because of the
region‘s slower rates of growth, problems caused by conflict and weak institutions, and a lack of success in
channeling growth into poverty reduction.
About half of the world‘s countries now have poverty rates below 3 percent, but the report finds that the world
as a whole is not on track to achieve the target of less than 3 percent of the world living in extreme poverty by
2030. These contrasting regional poverty trends have two important implications: o First, the primary focus of
the international community‘s efforts to eliminate the worst forms of deprivation must remain firmly in Africa

© Smart Leaders IAS

www.smartleadersias.com

140

Prelims Current Affairs - 2019

and those few other countries elsewhere with very high poverty rates. Also, the plight of billions of people
living above US$1.90, who are still very poor by the standards of their own societies, should be taken care of.
New Measures of Poverty
To expand the understanding of poverty as a complex, multifaceted problem and identify pockets of people
who are impoverished but have remained unnoticed, the World Bank introduces new measures of poverty. The
new measures can enhance policy dialogue, particularly in middle-income countries, where extreme poverty is
less prevalent, but where the higher poverty lines and the new multidimensional poverty measure reveal there
is still much work to be done.
Similar to Global Multidimensional Poverty Index, it recognizes that access to education, health, electricity,
water, sanitation, and physical and environmental security are critical for well-being. It provides a global
picture using comparable data across 119 countries for 2013 (representing 45 percent of the world‘s
population) combining consumption or income with measures of education and access to basic infrastructure
services. China and India are not a part of this exercise because of data availability.
New Poverty lines of US$3.20 and US$5.50 per person per day, expressed in 2011 PPP. The value of these
lines is derived from the typical poverty line in lower- and upper-middle-income countries, respectively.
Why higher set of Poverty Lines?
Majority of people and most of the world‘s poor now live in middle-income countries. To reflect this shift and
the rise in what may constitute basic needs for many people new measures are introduced. These higher-valued
poverty lines reflect social assessments of what defines minimum basic needs in countries at these income
levels. Poverty estimates on new sets of Poverty Lines- Nearly half the world (46 percent) lives on less than
US$5.50 per day. Sub-Saharan Africa leads with 84.5% of its population living under $5.5 a day followed by
South Asia (81.4%).
The Societal Poverty Line (SPL) reflecting how monetary definitions of poverty at the national level vary with
the overall income in a society.
What is Societal Poverty Line?
The SPL is a combination of the absolute IPL and a poverty line that is relative to the median income level of
each country. Specifically, it is equal in value to the IPL or US$1.00 plus half of daily median consumption in
the country, whichever is greater.
Features of SPL
i.
The value of the SPL will never be less than the IPL. But, after a certain point as countries get richer,
the value of the SPL will increase as the consumption level of the median individual in that country
increases.
ii.
Although the SPL can change in real terms over time, it is constant in value across countries that are at
the same level of median consumption or income. Because the SPL is constructed to reflect, on
average, national poverty lines at different levels of median consumption or income, it provides a
useful measure of global poverty that aligns well with national assessments of poverty.
iii.
The proposed SPL is also relevant to SDG target 10.2 aimed at the social, economic, and political
inclusion of all.
Poverty on the basis of SPL
i.
Present level of SPL Poverty: Number of people who are poor stood at 2.1 billion (28 percent) as of
2015, almost three times more than those living under the US$1.90 level (10%).

© Smart Leaders IAS

www.smartleadersias.com

Economy

141

ii.

Trend: The percentage of societal poor in the global population has fallen steadily since 1990, but still
at a much slower rate than the decline of extreme poverty. In 1990, the rate of societal poverty (45
percent) was about one-fourth greater than the rate of extreme poverty (36 percent).
Individual Level of poverty looking into intra-household inequality among various age-groups and gender
Why to measure individual level of poverty?
The common approach assigns all individuals within a household to the same poverty status as the household.
However, this masks potential differences in poverty among household members. Ignoring these decreases the
effectiveness of common approaches to targeting poverty reduction interventions and the take-up of these
interventions because they do not address the needs and constraints of the poorest individuals. In the absence
of poverty data on individuals, perceptions about differences in poverty by sex and age are rarely supported by
evidence. More reliable poverty estimates on individuals would facilitate a better understanding of the
characteristics of poverty and its intergenerational transmission, the interventions appropriate for different
types of individuals, and the more effective targeting of social protection and broader development programs.
Such programs often rely on approaches targeted to households but may fail to reach potentially poor
beneficiaries if many of these live in households not identified as poor. Household composition, particularly
the presence of dependents and the type of earners, influences gender differences in poverty over the life cycle.
Intra household differences in consumption and poverty are widespread. In most cases, women and children
are allocated a smaller share of the households‘ resources than men. The multidimensional poverty measure is
de facto only partially individualized; only 30 percent of deprivations are measured among individuals.
Multidimensional poverty is more prevalent among women than among men in all countries, with the largest
gender gap in Iraq (54 percent versus 38 percent). A significant gender gap in multidimensional poverty is also
found in India.
Major observations on Individual level of Poverty
Women and children are often disproportionately affected by poverty, but with considerable variation across
countries. Worldwide, 104 women live in poor households for every 100 men. However, in South Asia, 109
women live in poor households for every 100 men. Women in poorer countries often withdraw from the labor
force and lose their earning potential when they reach reproductive age. The gender gap in poverty rates is
largest during the reproductive years when care and domestic responsibilities, which are socially assigned to
women, overlap and conflict with productive activities. It is well documented that female labor force
participation declines during women‘s reproductive years, particularly if they have young children. Resources
are not shared equally within poor households, especially when it comes to more prized consumption items.
Evidence also shows complex dynamics at work within households that go beyond gender and age divides. For
example, a woman‘s poverty level may be related to her position as mother versus wife of the household head.
Nearly one child in five lives in a poor household. Children are twice as likely as adults to live in poor
households.
Shared prosperity
It is defined as the growth in the average income or consumption of the poorest 40 percent of the distribution
in the population (the bottom 40). It is examined by country rather than globally. Introduced as one of two
twin goals by the World Bank in 2013, along with ending extreme poverty, fostering shared prosperity
embodies notions of economic growth and equity. Irrespective of the prevalence of extreme poverty, this
measure is meaningful as a gauge of how well prosperity is shared within each country. The shared prosperity
premium captures whether the bottom 40 are receiving a larger or smaller share of the overall pie.
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Why Societal Poverty Line (SPL)?
The introduction of this measure is based on recommendations of the Atkinson Commission on Global
Poverty. The majority of the world no longer lives in low-income economies. For many countries, the social
relevance of the International Poverty Line (IPL) has lessened over time as their economies have grown. This
is largely due to the observance that needs change as the world becomes richer. As countries grow richer,
uniformity in the consumption bundle may not result in the same level of well-being everywhere. Fixing the
consumption bundle could result in unequal assessment of people across the world in terms of their ability to
function in society in a socially acceptable manner.
What constitutes a basic need can vary depending on a country‘s level of consumption or income. In a poorer
country, for example, participating in the job market may require only clothing and food, whereas someone in
a richer society may also need internet access, a vehicle, and a cell phone. The cost of performing the same
function may differ across countries depending on their overall level of income. The concept of poverty itself
is dependent on one‘s social circumstances. What is a luxury in one society could be a necessity in another.
Even if minimum physical needs are met, people cannot be said to lead flourishing lives if they are not able to
conduct themselves with dignity in the society in which they live.
Gender and Socio-emotional Dimensions of Poverty
It highlights the importance of non-monetary dimensions, access to services, and gender norms. • While lack of
financial resources and the inability to meet basic needs are central, both women and men frequently associate
these needs with their direct consequences in terms of physical and mental health. Shame, fear, depression,
worry, and anger emerge as integral components of the experience of poverty. Poverty is also relational. As a
group, people living in poverty experience oppression, exploitation, humiliation, and the denial of rights,
including the denial of rights to health care and education. As individuals, they experience social isolation,
stigma, and discrimination. Beyond their intrinsic importance, these factors also contribute to a lack of social
and political voice and to relative powerlessness, all often resulting in social exclusion.
Both women and men emphasize these dimensions, but they experience them differently
Gender roles mean that women feel stress and stigma in the context of care and family responsibilities under
tightly constrained domestic budgets. Men can feel emasculated if they cannot fulfill their breadwinning role.
Whereas women may face sexual exploitation and gender based violence, especially as domestic workers, men
face exploitation and discrimination as casual laborers. Children find themselves socially excluded at school,
singled out if they are unable to afford the totem items of their peers. They are often embarrassed to invite
friends home to their substandard housing. Gender roles imply that lack of proximate clean water affects more
the time and lives of women (and children) who are responsible for fetching it, cooking, and cleaning.
Nobel Prize in Economics
Why in news?
American economists William Nordhaus and Paul Romer have been awarded the Nobel Prize for their work on
understanding how economies can grow sustainably, by integrating innovation and climate with economic
growth.
What is unique about this year’s Nobel Prize winners?
This year‘s Nobel Prizes have been awarded to Economic theories with direct political and practical
implications. Both the Laureates life work goes against the traditional model of growth and development. e.g.
Growth model of Nobel Laureate Robert Solow which provides a relationship between growth of workforce
and capital with long term economic growth.
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Nobel Winners’ Work
William Nordhaus
Nordhaus believes that climate change can be addressed by ensuring correct pricing of polluting resources like
fuel through government interventions e.g. higher taxes on petrol, diesel. His models that integrated population
growth, fossil fuel use, income growth, and global warming became the basis for most calculations of the costs
and benefits of various anti-global warming interventions. First person to create an ―integrated assessment
model‖, a quantitative model that describes the interplay between economy and climate. Putting a price on
carbon is the main tool for alleviating climate change.
Paul Romer
Technological innovation and skilling of workforce are the real sources of sustainable growth. Proposes the
―endogenous growth model‖ where technological progress is seen as the outgrowth of businesses and other
entities investing in research and development. A market led economy may undersupply technological
innovations
He recommended the use of subsidies, patents and other forms of government intervention to encourage
economic growth through increased investment in technology. 1987 Nobel Prize winner Robert M Solowwas
among the first to identify technological progress as the key determinant of growth in the long run. However
for Solow, technological innovation was ―exogenous‖ to his model.
Indian-American Gita Gopinath appointed as Chief Economist of IMF
India-born economist Gita Gopinath was appointed Chief Economist of International Monetary Fund (IMF).
She will take over as IMF chief economist after Maurice Obstfeld retires in December 2018. It makes her
second Indian after former RBI governor Raghuram Rajan to hold the position.
ESIC wins ISSA GOOD Practice Award, Asia and Pacific 2018
Why in news?
Employees‘ State Insurance Corporation (ESIC) was awarded ISSA (International Social Security Association)
ISSA Good Practice Award for Administrative Solution for Coverage Extension at Regional Social Security
Forum for Asia and Pacific held at Kuala Lumpur, capital Malaysia. The award was given to ESIC in
recognition of its measures taken for extension of coverage Scheme for Promoting Registration of Employers
and Employees (SPREE), reduced rate of contribution rates for 24 months in newly implemented areas and
raising wage limit for coverage under ESI Act, etc.
Key Facts
Regional Social Security Forum for Asia and the Pacific is triennial (held every three year) forum that provides
unique opportunities to CEOs and Managers of ISSA Member Institutions to discuss key social security
challenges and share their experiences. It is most important social security event in Asia-Pacific region. For
this forum, ISSA invites submissions for ISSA Good Practices Award for Asia and Pacific Regions.
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International Social Security Association (ISSA)
It is principal international organization for Social Security Organizations, Governments and
Departments of Social Security. It was founded in 1927 under auspices of International
Labour Organization (ILO). It has its headquarters in Geneva, Switzerland in ILO. Its
mandate is to promotes excellence in social security administration through professional
guidelines, expert knowledge, services and support to enable its Members to develop
dynamic social security systems. ISSA has more than 330 member organizations in 158
countries.
Employees’ State Insurance Corporation (ESIC)
ESIC is autonomous corporation under Union Ministry of Labour and Employment, which
manages employee‘s state insurance i.e. self-financing social security and health insurance
scheme for Indian workers. It is statutory body established under Employees State Insurance
Act, 1948. It is headquartered in New Delhi. ESIC hosts ISSA Liaison Office for South Asia
in New Delhi. This liasion office coordinates with member countries and social security
institutions in Bhutan, Bangladesh, Sri Lanka, Nepal and Iranon activities of ISSA related to
social security.

National Financial Reporting Authority
Why in news?
Recently, government notified the rules determining the jurisdiction, powers, and functions of the National
Financial Reporting Authority (NFRA).
Why the need arises for NFRA?
The recent failure of ICAI (Institute of Chartered Accountants of India) to spot corporates fraud, raised the
demand for setting up of an independent regulator NFRA. NFRA was one of the key changes brought by the
Companies Act 2013 but its provisions were not notified for the last five years.
About the NFRA Rule 2018
It will oversee the auditors of banks, insurers, electricity firms and other entities referred to it by the
government. NFRA can investigate the auditors of:
 Listed entities, unlisted entities with paid-up capital of not less than ₹500 crore or annual turnover
of over ₹1,000 crore.
 Those having aggregate loans, debentures or deposits of not less than ₹500 crore.
It enables the NFRA to debar erring auditors or audit firms and it can also refer service of an auditors to
Quality Review Board under Chartered Accountants Act.
Significance of NFRA
With the constitution of NFRA, India is now eligible to become a member of the International Forum of
Independent Audit Regulators (IFIAR). This shows a distinct shift from self-regulation to an independent
oversight of auditors which is line with international best practices. NFRA will strengthen the working
mechanism of ICAI because it will provide greater assurance that improper conduct will be punished which
would further strengthen the functional credibility of ICAI. The rising challenges of technology require singleminded attention to skill development, now, ICAI will be able to pay more attention to educating and training
current and future members. Apart from this, NFRA will have a positive impact on current corporate
governance regime in the country.
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What is NFRA?
It is established as an independent regulator to oversee the auditing profession and accounting standards. It
consists of a Chairperson, three full time members and nine part-time members. Chairperson and full-time
members would be selected through a search-cum-selection committee headed by Cabinet Secretary.
ICAI (Institute of Chartered Accountants of India)
 It is a statutory body established by an Act of Parliament, viz. The Chartered Accountants
Act, 1949.
 It functions under the administrative control of the Ministry of Corporate Affairs.
 It conducts CA exams, registers qualified CAs, issues certificates of practice etc.
 It investigates the auditors (Charted Accountants) of small listed companies (other then
entities notified under NFRA rule 2018)
 It will provide recommendation to NFRA.
International Forum of Independent Audit Regulators (IFIAR)
 It is an independent audit regulator from 52 jurisdictions representing Africa, North America,
South America, Asia, Oceania, and Europe.
 Its aim is to serve the public interest and to enhance investor protection by improving audit
quality globally.
 It shares knowledge of the evolving audit environment and the practical experience of
independent audit regulatory activity.
Blue Economy
Why in news?
Recently Sustainable Blue Economy conference was organized in Nairobi, Kenya.
About Blue Economy
As per the World Bank, Blue Economy is the sustainable use of ocean resources for economic growth,
improved livelihoods, and jobs while preserving the health of ocean ecosystem. It covers several sectors linked
directly or indirectly to the oceans such as fishing, minerals, shipping and port infrastructure, marine
biotechnology, marine renewable energy, marine tourism, ocean governance and education.
Importance of Blue economy
Economic
 Oceans provide 30 percent of oil and gas resources.
 90% of goods trade takes place through Oceans Sea of Line Communication.
 Ocean contributes $2.5 trillion to world economy with around 60 million people are employed in
fisheries and aquaculture.
 Seabed Mining of polymetallic nodules and polymetallic sulphides to extract nickel, cobalt,
manganese and rare earth metals.
Environmental
 Mangroves and other vegetated ocean habitats sequester 25 percent of the extra CO2 from fossil
fuels, i.e., Blue Carbon.
 Protection of coastal communities from disasters like floods and storms.
 A Sustainable Blue Economy can help to achieve commitments under UN‘s Sustainable
Development Goals 2030, Paris climate agreement 2015 and the UN Ocean Conference 2017.
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Challenges to Blue Economy
Physical alterations and destruction of marine and coastal habitats & landscapes largely due to coastal
development, deforestation, & mining. FAO estimates that approximately 57 percent of fish stocks are fully
exploited and another 30 percent are over-exploited, depleted, or recovering.
Marine pollution is in the form of excess nutrients from untreated sewerage, agricultural runoff, and marine
debris such as plastics. Deep sea mining can cause long term irreversible ecological damage to marine
ecosystem. Threats of both slow-onset events like sea-level rise and more intense and frequent weather events
like cyclones. Long-term climate change impacts on ocean systems like changes in sea temperature, acidity,
and major oceanic currents. Geopolitical tussle between in various regions like South China Sea, Indian Ocean
Region etc. and undermining International Laws like UNCLOS limits the countries from achieving the full
potential of Blue Economy. Many times fishing agreements allow access to an EEZ of country to foreign
operators. These operators restrict transfer of specific fishing knowledge to national stakeholders leading to
low appropriation of fisheries export revenues by national operators. So the potential for national exploitation
of those resources is reduced in the long run. Defense and security related threats like piracy and terrorism
combined with natural disasters (Small Island Developing States are particularly vulnerable).
Way Forward
National investments must be complemented by regional and global cooperation around shared priorities and
objectives. Instruments like blue bonds, insurance etc. can be explored. Use of science, data, and technology
for governance reforms to ensure long-term change. Capacity development of coastal communities in form of
training and skill development in sustainable use of ocean resources, modern fishing techniques and coastal
tourism. Anticipating and adapting to the impacts of climate change is an essential component of a blue
economy approach. The effective implementation of the UNCLOS is a necessary aspect of promoting the blue
economy concept worldwide. That convention sets out the legal framework within which all activities in the
oceans and seas must be carried out, including the conservation and sustainable use of the oceans and their
resources.
12-Point Action Plan for MSMEs
Why in news?
The Government of India launched a support and outreach initiative for greater synergy to the Micro, Small
and Medium Enterprises (MSME) sector. MSME Outreach Programme will run for 100 days covering 100
Districts throughout the country. Various Central Ministers are likely to visit these districts in order to apprise
the entrepreneurs about various facilities being extended to MSME Sector by the Government and financial
institutions and to come forward and make best use of these facilities including access to credit and market,
etc.
Key challenges being faced by MSMEs
A non-level playing field for MSME Sector, facing the odds has pushed them towards the edge. Their
threshold tolerance level to alterations of markets and vagaries of banking system is so small that any adverse
environment can have serious consequences leading to sickness or even closure. The list of the problems that
are faced by existing/new companies in SME sector are as under:
 Limited capital: Absence of adequate and timely banking finance, as per Economic Survey 2017-18,
the MSME received only 17.4 per cent of the total credit outstanding as of November 2017.
 Lack of technology: Non-availability of suitable technology, creating public perception of products
with low quality standards.
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Low production: due to reasons such as Ineffective marketing strategy, constraints on modernisation &
expansions etc.
 Lack of skilled labour: Non-availability of skilled labour at affordable cost
12-Point Action Plan for MSMEs
Access to Credit
 59 minute loan portal to enable easy access to credit for MSMEs: Loans upto Rs. 1 crore can be
granted in-principle approval through this portal, in just 59 minutes. A link to this portal will be made
available through the GST portal.
 Interest Subvention: A 2 percent interest subvention will be provided for all GST registered MSMEs,
on fresh or incremental loans. For exporters who receive loans in the pre-shipment and post-shipment
period, there will be an increase in interest rebate from 3 percent to 5 percent.
 Cash flow certainty: All companies with a turnover more than Rs. 500 crore, must now compulsorily
be brought on the Trade Receivables e-Discounting System (TReDS). Joining this portal will enable
entrepreneurs to access credit from banks, based on their upcoming receivables. This will resolve their
problems of cash cycle.
Access to Markets
 Mandatory public procurement: Public sector companies have been mandated to compulsorily procure
25 percent, instead of 20 percent of their total purchases, from MSMEs.
 Women entrepreneurs: Out of the 25 percent procurement mandated from MSMEs, 3 percent now be
reserved for women entrepreneurs.
 GeM Portal: All public sector undertakings of the Union Government must now compulsorily be a part
of GeM. They should also get all their vendors registered on GeM.
Technology Upgradation
 Technology Centres: Tool rooms across the country are a vital part of product design. Considering
this, 20 hubs will be formed across the country, and 100 spokes in the form of tool rooms will be
established.
Ease of Doing Business
 Support to pharma companies: Clusters will be formed of pharma MSMEs and 70 percent cost of
establishing these clusters will be borne by the Union Government.
 One annual return: The return under 8 labour laws & 10 Union regulations now to be filed only once a
year.
 No more inspector raj: Now the establishments to be visited by an Inspector will be decided through a
computerised random allotment and inspectors must upload reports on portal within 48 hours.
 Relaxation in environmental clearances: As part of establishing a unit, an entrepreneur needs two
clearances namely, environmental clearance and consent to establish. Under air pollution and water
pollution laws, now both these have been merged as a single consent. Moreover, the return will be
accepted through self-certification.
 Ordinance and companies Act: An Ordinance has been brought, under which, for minor violations
under the Companies Act, the entrepreneur will no longer have to approach the Courts, but can correct
them through simple procedures.
 Apart from the above 12-Point Action Plan, the Prime Minister also stressed on the need of social
security for the MSME sector employees. He said that a mission will be launched to ensure that they
have Jan Dhan Accounts, provident fund and insurance.
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Significance of the Action Plan
MSMEs were hit hard by the twin shocks of demonetisation and the implementation of the Goods and Services
Tax over the last couple of years. Further, in the aftermath of the IL&FS crisis, which has affected the amount
of lending done by non-banking financial companies to the MSME sector, this scheme would act as a tool to
improve credit flow and the pace of job creation in the economy. The scheme aims to ensure a coordination of
all the ministries as it inculcate various dimensions ranging from finance, technology and skilling and women
entrepreneurs to environmental, legal and social aspects. This will ensure holistic development of MSME
sector. Given the leading stature of India in the pharma sector, the scheme would further boost the quality and
quantity upgradation in drugs with reduced dependence on imports for APIs (Active Pharma Ingredients).
Most importantly, these schemes would act as a bridge to bring large portion of unorganised MSMEs under the
formal and organised banner through GST/TReDS and simplified procedures and institutional lending.
Allow gambling, betting on sports as regulated, taxable activities
The Law Commission of India (LCI) in its report ―Legal Framework: Gambling and Sports Betting including
Cricket in India‖, has recommended that gambling and betting on sports be allowed as regulated activities. It
recommended number of changes in law for regulating betting for making it taxable under direct and indirect
tax regimes and used as source for attracting foreign direct investment (FDI). The commission is led by former
Supreme Court Justice BS Chauhan
LCI Recommendations
Parliament may also enact model law for regulating gambling that may be adopted by states or Parliament also
may legislate in exercise of its powers under Articles 249 or 252 of the Constitution. In case legislation is
made under Article 252, states other than consenting states should be free to adopt the same.
It recommended linking Aadhar or PAN card of individual indulging in betting and gambling and making
transaction cashless to regulate illegal activities such as money laundering. It also recommended amending
laws regulating forex and India‘s FDI policy to allow investments in casino and online gaming industry.
It suggests amending Foreign Exchange Management Act (FEMA), 1999 and rules made thereunder and also
Foreign Direct Investment (FDI) Policy to encourage Foreign Direct Investment (FDI) in casino and online
gaming industry, lawfully permitting technological collaborations, licensing and brand sharing agreements, etc.
FDI in casino and online gaming industry will bring substantial amounts of investment to those states that
decide to permit casinos, propelling the growth of the tourism and hospitality industries, while also enabling
such states to generate higher revenue and employment opportunities.
Law Commission of India (LCI)
The LCI is a non-statutory and non-constitutional body constituted by the Union Government
from time to time. The first commission was constituted in 1955 and since then various
commissions were re-constituted every three years.
It is usually headed by a retired Supreme Court judge or former Chief Justice of a high court.
The Secretary Department of Legal Affairs and Secretary, Legislature Department of Union
Ministry of Law & Justice are ex-officio members of the Commission. So far, various Law
Commissions have submitted 262 reports to make important contribution towards
codification and progressive development of laws of the country.
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India becomes Vice Chair of the Asia Pacific Region of World Customs Organisation
Why in news?
India became Vice-Chair or regional head of Asia Pacific Region of the World Customs Organisation (WCO)
for two years from July 2018 to June 2020. By becoming Vice Chair, India will be able to take up leadership
role at the WCO.
Key Facts
To mark assumption of Vice Chair, an event will be organised in New Delhi by Central Board of Indirect
Taxes and Customs (CBIC) in partnership with Confederation of Indian Industry (CII). The event was attended
by Customs delegations of 33 countries of Asia-Pacific Region, Customs officers from different Ports in India,
Partner Government Agencies and representatives from the trade among others.
World Customs Organisation (WCO)
WCO is an independent intergovernmental body whose mission is to enhance effectiveness
and efficiency of Customs administrations. It was established in 1952 as Customs Cooperation Council (CCC). It is the only international organization with competence in
Customs matters and is considered as voice of international Customs community.
WCO represents 182 Customs administrations across the globe that collectively process
approximately 98% of world trade. It is headquartered in Brussels, Belgium. It plays leading
role in discussion, development, promotion and implementation of modern customs systems
and procedures.
Objectives: It aims to enhance efficiency and effectiveness of member customs
administrations and assist them to contribute successfully to national development goals,
particularly revenue collection, national security, trade facilitation, community protection,
and collection of trade statistics.
Organistaional Structure: WCO‘s governing body – the Council relies on competence and
skills of WCO Secretariat and a range of technical and advisory committees to accomplish its
mission. The Secretariat comprises over 100international officials, technical experts and
support staff of some nationalities. WCO has divided its membership into six regions
whereby each region is represented by elected vice-chairperson to WCO Council.
Functions: It offers range of Conventions and other international instruments, as well as
technical assistance and training services to its members. It also actively supports its
members in their endeavours to modernize and build capacity within their national Customs
administrations. It also plays vital role in stimulating growth of legitimate international trade
and combats fraudulent activities. It also promotes emergence of honest, transparent and
predictable Customs environment, thus directly contributing to economic and social wellbeing of its members.
The global growth is projected to reach 3.9% in 2018 and 2019, in line with forecast of April
2018 WEO. Growth prospects in emerging market and developing economies is becoming
more uneven, amid rising oil prices, higher yields in United States Treasury bonds, escalating
trade tensions and market pressures on currencies of some economies with weaker
fundamentals.
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World Economic Outlook (WEO)
WEO is survey conducted and published by IMF. It is published biannually and partly updated two times a
year. It portrays the world economy in the near and medium context, with growth projections for up to four
years into the future. WEO forecasts include key macroeconomic indicators, such as GDP, inflation, fiscal
balance and current account of more than 180 countries around the globe. It also deals with major economic
policy issues.
Government developing National Logistics Portal
Why in news?
Union Ministry of Commerce and Industry is developing National Logistics Portal is to ensure ease of trading
in international and domestic markets. The portal will link all stakeholders of EXIM (export and import),
domestic trade and movement and all trade activities on single platform.
National Logistics Portal
It will be implemented in phases and will fulfil Central Government‘s commitment to enhance trade
competitiveness, create jobs, boost India‘s performance in global rankings and pave way for India to become
logistics hub. Stakeholders like traders, manufacturers, logistics service providers, infrastructure providers,
financial services, Government departments and groups and associations will all be on one platform.
Background
In 2018-19 budget speech, Union Finance Minister had announced that Department of Commerce will create
portal which will be single window online market place for trade and will connect business, create
opportunities and bring together various ministries, departments and private sector.
Logistic Sector
India‘s logistics sector is highly defragmented and very complex with more than 20 government agencies, 40
partnering government agencies (PGAs), 37 export promotion councils, 500 certifications, 10000 commodities
being stakeholders in it. At present it has 160 billion market size and involves 12 million employment base,
200 shipping agencies, 36 logistic services, 50 IT ecosystems and banks and insurance agencies.
Government is aiming is to reduce logistics cost from present 14% of GDP to less than 10% by 2022. As per
Economic Survey 2017-18, Indian logistics sector provides livelihood to more than 22 million people.
Improving this sector will facilitate 10% decrease in indirect logistics cost leading to growth of 5 to 8% in
exports. Further, it estimates that worth of Indian logistics market will be around US $215 billion in next two
years compared to about US $160 billion currently.
Mauritius remains top source of FDI into India in 2017-18: RBI
Why in news?
According to Reserve Bank of India (RBI) data, Mauritius was top source of foreign direct investment (FDI)
into India in 2017-18 followed by Singapore. The total FDI in FY 18 stood at $37.36 billion in financial year
which was marginal rise over $36.31 billion recorded in the previous fiscal 2016-17.
Key Facts
FDI from Mauritius was $13.41 billion in 2017-18 as against $13.38 billion in previous year. FDI inflows from
Singapore rose to $9.27 billion from $6.52 billion. FDI from Netherlands has declined marginally to $2.67
billion as against $3.23 billion. FDI into manufacturing sector had witnessed substantial decline to $7.06
billion, as against $11.97 billion a year earlier. FDI into communication services had rose to $8.8 billion in
2017-18 from $5.8 billion. The inflows into retail and wholesale trade increased to $4.47 billion as against
$2.77 billion. FDI in financial services too saw rise to $4.07 billion from $3.73 billion in the previous year.
These sectors accounted for more than 50% of total FDI of $37.36 billion in 2017-18 reflects global interest in
new areas, including online marketplaces and financial technologies.
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